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Filed Pursuant to Rule 424(b)
Registration No. 3337711¢

PROSPECTUS SUPPLEMENT
(to the prospectus dated October 18, 2011)

NETLIST, INC.

UP TO $10,000,000
COMMON STOCK

We have entered into a Sales Agreement with Aseendapital Markets, LLC (“Ascendiant”), relating shares of our common
stock offered by this prospectus supplement an@dt¢liempanying prospectus. In accordance with timestef the Sales Agreement, we may
offer and sell up to $10,000,000 in aggregate amofiaur shares from time to time through Ascentlias our sales agent. Under the tern
the Sales Agreement, we may also sell shares tendl&ant as principal for its own account. Ascentdiamot required to sell any specific
number or dollar amount of shares of our commooksbut will use its reasonable efforts, as our Aged subject to the terms of the Sales
Agreement, to sell the shares offered by this pross supplement and the accompanying prospedles &f the shares, if any, may be m
by any means permitted by law and deemed to bataimé market” offering as defined in Rule 415k Securities Act of 1933, as amended,
including sales made directly on the NASDAQ Glolgiarket, at market prices, and such other salegi@ed upon by Ascendiant and us.
Sales of the shares, if any, will be made by medibsokers’ transactions on the NASDAQ Global Mdr&eotherwise at market prices
prevailing at the time of sale or negotiated tratisas, or as otherwise agreed with the sales agent

Ascendiant will receive from us a commission of¥8.based on the gross sales price per share fostargs sold through it as agent
under the Sales Agreement. After payment of themsimsion to Ascendiant, and the payment of expeost® offering which we estimate to
be approximately $85,000, the net proceeds to tiseodffering will be approximately $9,565,000hEtaggregate amount of shares are sold.
See “Plan of Distribution” in this prospectus sigmpént.

Our common stock is traded on the NASDAQ Global kéaunder the symbol “NLST.” On November 21, 20the, last reported
sale price of our common stock on the NASDAQ Glddatket was $3.24. As of November 21, 2011, theeggte market value of our
outstanding common stock held by non-affiliates a@groximately $65,872,000, based on 25,646,18teshd outstanding common stock,
of which approximately 5,315,000 shares were hgldffiliates, and a price of $3.24 per share, whiets the last reported sale price of our
common stock on the NASDAQ Global Market on Noventtie 2011. As of the date of this prospectus sappht, we have not offered any
securities pursuant to General Instruction |.Bfézarm S-3 during the prior 12 calendar month pettlat ends on, and includes, the date of
this prospectus supplement.

This prospectus supplement should be read in cotipmwith and may not be delivered or utilizedhaitit the prospectus dated
October 18, 2011.

Investing in our securities involves a high degreef risk. Before deciding whether to invest in our scurities, you should review
carefully the risks and uncertainties described undr the heading “Risk Factors” on page S-4 of thisqpspectus supplement.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or digproved of these
securities or determined if this prospectus suppleant or the accompanying prospectus is truthful or emplete. Any representation to
the contrary is a criminal offense.

ASCENDIANT CAPITAL MARKETS, LLC

The date of this prospectus supplement is Novembég, 2011.
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No dealer, salesperson or other person is authibtizgive any information or to represent anythiiog contained in this prospectus
supplement or the accompanying prospectus. You nuigely on any unauthorized information or repreations. This prospectus
supplement and the accompanying prospectus arffeartasell only the securities offered herebyt baly under circumstances and in
jurisdictions where it is lawful to do so. The infeation contained in this prospectus supplementla@dccompanying prospectus is curi
only as of their respective dates.

ABOUT THIS PROSPECTUS SUPPLEMENT

This prospectus supplement and the accompanyirggdraspectus is part of a registration statemexttvile filed with the Securities
and Exchange Commission, or SEC, utilizing a “shelfjistration process. Each time we sell secuwitieder the accompanying base
prospectus we will provide a prospectus supplerfeitwill contain specific information about thertes of that offering, including the price,
the amount of securities being offered and the pfafistribution. The shelf registration statemexst,amended, was filed with the SEC on
September 30, 2011, and was declared effectivedBEC on October 18, 2011. This prospectus sugpiedescribes the specific details
regarding this offering, including the price, tha@unt of common stock being offered, the risksneksting in our common stock and
arrangements with Ascendiant. The accompanying peispectus provides general information abousosie of which, such as the section
entitled “Plan of Distribution,” may not apply tbis offering.

If information in this prospectus supplement isonsistent with the accompanying base prospecttisednformation incorporated |
reference, you should rely on this prospectus supeht. This prospectus supplement, together wélb#se prospectus and the documents
incorporated by reference into this prospectus leuppnt and the base prospectus, includes all mateformation relating to this offering.
We have not authorized anyone to provide you wiittei@nt or additional information. You should assithat the information appearing in
this prospectus supplement, the accompanying pcaspeand the documents incorporated by referentids prospectus supplement and the
accompanying prospectus is accurate only as akegective dates of those documents. Our busifieascial condition, results of operatic
and prospects may have changed since those dateshould carefully read this prospectus suppleménthe base prospectus, the
information and documents incorporated herein by réerence and the additional information under the hading “Where You Can Find
More Information” before making an investment decison .

We further note that the representations, warrarie covenants made by us in any agreement tfilgtisis an exhibit to any
document that is incorporated by reference intatt@ompanying prospectus were made solely for ¢nefit of the parties to such agreem
including, in some cases, for the purpose of atlngaisk among the parties to such agreementsshadld not be deemed to be a
representation, warranty or covenant to you. Moeegsuch representations, warranties or covenags accurate only as of the date when
made. Accordingly, such representations, warra@tiescovenants should not be relied on as accynapiesenting the current state of our
affairs.

Unless otherwise mentioned or unless the contextires otherwise, all references in this prospetidsve,” “us” and “our” refer to
Netlist, Inc., a Delaware corporation, and its sdibsies on a consolidated bas
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying pcaspehe documents we have filed with the SECdhaincorporated herein by
reference includes and incorporates by referermsvérd-looking statements.” We intend these fodaanking statements to be covered by
the safe harbor provisions for forward-looking staénts contained in the Private Securities LitayaiReform Act of 1995. Words such as
“anticipate,” “estimate,” “expect,” “project,” “ignd,” “may,” “plan,” “predict,” “believe,” “should"and similar words or expressions are
intended to identify forward-looking statementszdators should not place undue reliance on ford@wlling statements. All forward-looking
statements reflect the present expectation of édutwents of our management and are subject to kaodmunknown risks, uncertainties and
assumptions that could cause actual results terdifiaterially from those described in any forwardking statements. These factors and risks
include, but are not limited to, continuing devetamt, qualification and volume production of EXPFRESuUlt™, NVvault™ and
HyperCloud™; the rapidly-changing nature of tecloggt risks associated with intellectual propemyliiding the costs and unpredictability
of litigation over infringement of our intellectupfoperty and the possibility of our patents beigxamined by the United States Patent and
Trademark Office; volatility in the pricing of DRANCs and NAND; changes in and uncertainty of cugtioatceptance of, and demand for,
our existing products and products under developnieciuding uncertainty of and/or delays in protdaers and product qualifications;
delays in our and our customers’ product releasdslavelopment; introductions of new products bypetitors; changes in enger deman
for technology solutions; our ability to attractdaretain skilled personnel; our reliance on supgla critical components and vendors in the
supply chain; fluctuations in the market price ofical components; evolving industry standards; plolitical and regulatory environment in
the People’s Republic of China; and other imporfaators that we discuss in greater detail undehtmading “Risk Factors” contained in the
applicable prospectus supplement and any relagedviriting prospectus, and in our most recent amepart on Form 10-K and in our most
recent quarterly report on Form 10-Q, as well gsaanendments thereto reflected in subsequent ilmith the SEC. Given these risks,
uncertainties and other important factors, you &haoot place undue reliance on these forward-logkitatements. You should carefully read
both this prospectus, the applicable prospectuglement and any related free writing prospectugetizer with the information incorporated
herein by reference as described under the heddihgre You Can Find More Information,” completelydawith the understanding that our
actual future results may be materially differentf what we expect.

These forward{ooking statements represent our estimates and agsptions only as of the date made. We undertake nautly to
update these forward-looking statements after the ate of this prospectus, except as required by lawyen though our situation may
change in the future. We qualify all of our forward-looking statements by these cautionary statements.
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PROSPECTUS SUMMARY

This summary highlights information contained elser in this prospectus supplement, the accompgrase prospectus and the
documents incorporated by reference. This summeaeg dot contain all of the information that you sldoconsider before deciding to invest
in our securities. You should read this entire pedus supplement and the accompanying base prospearefully, including the section
entitled “Risk Factors” beginning on page S-4 andg eonsolidated financial statements and the relatetes and the other information
incorporated by reference into this prospectus $apent and the accompanying prospectus before makinnvestment decision.

Our Business

We design, manufacture and sell high performamggcibased memory subsystems for the datacentegrssmd high performance
computing and communications markets. Our memoabgystems consist of combinations of dynamic randooess memory integrated
circuits ("DRAM ICs”), NAND flash memory (“NAND”),application-specific integrated circuits and otbemponents assembled on printed
circuit boards. We primarily market and sell ovogluicts to leading original equipment manufactutest@mers. Our solutions are targeted at
applications where memory plays a key role in nmgesiystem performance requirements. We leveragettlio of proprietary technologies
and design techniques, including efficient plaresign, alternative packaging techniques and custmiconductor logic, to deliver memory
subsystems with high memory density, small formidgdigh signal integrity, attractive thermal cheteristics and low cost per bit.

Corporate Information

We commenced operations in September 2000. Ouipahexecutive offices are located at 51 Discoy8&ujite 150, Irvine,
California 92618 and our telephone number at thdtess is (949) 435-0025. Our website addresspd/miww.netlist.com. The information
contained on our website is not incorporated bgregfce into, and does not form any part of, thispectus supplement. We have included
our website address as a factual reference andtdatand it to be an active link to our website.

THE OFFERING

The following is a brief summary of some of thenteof the offering and is qualified in its entirbty reference to the more detailed
information appearing elsewhere in this prospesugplement and the accompanying prospectus. Fasra somplete description of the
terms of our common stock, see the “DescriptioBaxurities We Are Offering” section in this prospscsupplement.

Securities We Are Offering Shares of our common stock, par value $0.001 mmeshaving an aggregate gross offering price dbup
$10,000,000

Common Stock Outstanding 25,646,182 shares.
Before This Offering

Manner of Offering Reasonable efforts “at the market” offering thatyrba made from time to time through our sales agent
Ascendiant Capital Markets, LLC. S*Plan of Distributio” in this prospectus suppleme

Use of proceed For general corporate purposes. “Use of Procee(” on page -23.

Risk Factors See “Risk Factors” and other information includedhis prospectus supplement, or incorporated herei
by reference, for a discussion of factors you sthaarefully consider before deciding to investium o
common stock

NASDAQ Global Marke NLST
Symbol

Except as otherwise indicated, the information aim&d in this prospectus supplement assumes thesall of the shares offered hereby.
The number of shares of our common stock outstgndimediately before this offering excludes:

5,406,829 shares of common stock issuable upamrisgeof options outstanding as of November 21,1201 which approximately
3,509,980 shares are exercisable; and

» 156,465 shares of common stock available for fuguaats under our stock option plans as of Noverghef011.
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RISK FACTORS

Investing in our common stock involves a high degferisk. Before purchasing our common stock,sfmuld carefully consider tt

following risk factors as well as all other infortian contained in this prospectus supplement aedattompanying prospectus and
documents incorporated by reference, including@nsolidated financial statements and the relateig@s Each of these risk factors, either
alone or taken together, could adversely affectlmuginess, operating results and financial conditias well as adversely affect the value of
an investment in our common stock. There may biti@ulal risks that we do not presently know of lwaittwe currently believe are immaterial
which could also impair our business and finangiasition. If any of the events described below wei@ccur, our financial condition, our
ability to access capital resources, our result®pérations and/or our future growth prospects doloé materially and adversely affected
the market price of our common stock could dechrsea result, you could lose some or all of anggtment you may have made or may n
in our common stock.

RISKS RELATED TO THIS OFFERING AND OUR COMMON STOCK
You will experience immediate dilution in the bookvalue per share of the common stock you purchase.

Because the price per share of our common stoclglodfered is substantially higher than the bodki@ger share of our common
stock, you will suffer substantial dilution in thet tangible book value of the common stock youpase in this offering. Based on an
assumed offering price to the public of $3.24 perrs, if you purchase shares of common stock mdfiering, you will suffer immediate and
substantial dilution of $2.28 per share in thetaagible book value of the common stock. See theameentitled “Dilution” below for a more
detailed discussion of the dilution you will indfiyou purchase common stock in this offering.

Sales of our common stock in this offering, or theerception that such sales may occur, could causeet market price of our common
stock to fall.

We may issue shares of our common stock with aggeesples proceeds of up to $10,000,000 from tintienie in connection with
this offering. The issuance from time to time aégh new shares of common stock, or our abilitgsae these new shares of common stock ir
this offering could have the effect of depressimg tarket price of our common stock.

Our management will have broad discretion over thaise of the net proceeds from this offering.

We currently anticipate using the net proceeds filoisoffering for general corporate purposes,udirig working capital and other
general and administrative purposes. We have setved or allocated specific amounts for theseqaep and we cannot specify with
certainty how we will use the net proceeds. Acaogtli, our management will have considerable digmneih the application of the net
proceeds and you will not have the opportunitypas of your investment decision, to assess wheltteeproceeds are being used
appropriately. The net proceeds may be used f@ocate purposes that do not increase our operaddts or market value. Until the net
proceeds are used, they may be placed in invessrtteatdo not produce income or that lose value.

Our principal stockholders have significant votingpower and may take actions that may not be in thedst interest of our other
stockholders.

As of November 21, 2011, approximately 21% of autstanding common stock was held by affiliatesludng 20.5% held by Chi
K. Hong, our chief executive officer and chairmdmor board of directors. As a result, Mr. Hong btz ability to exert substantial influence
over all matters requiring approval by our stockles$, including the election and removal of direstand any proposed merger, consolide
or sale of all or substantially all of our assetd ather corporate transactions. This concentratfaontrol could be disadvantageous to other
stockholders with interests different from thoseMsf Hong and our other executive officers and cives. For example, our executive officers
and directors could delay or prevent an acquisitiomerger even if the transaction would benefieostockholders. In addition, this
significant concentration of share ownership mayeaskely affect the trading price for our commorcktbecause investors may perceive
disadvantages in owning stock in companies withldtolders that have the ability to exercise sigaifit control.
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Anti-takeover provisions under our charter documens and Delaware law could delay or prevent a chang# control and could also
limit the market price of our stock.

Our certificate of incorporation and bylaws contpiovisions that could delay or prevent a changeootrol of our company or
changes in our board of directors that our stoakérsl might consider favorable. In addition, thesevisions could limit the price that
investors would be willing to pay in the future firares of our common stock. The following are gXamof provisions which are includec
our certificate of incorporation and bylaws, eastamended:

e our board of directors is authorized, without pstwckholder approval, to designate and issue peafestock, commonly
referred to as “blank check” preferred stock, withhts senior to those of our common stock;

stockholder action by written consent is prohibjted

* nominations for election to our board of directansl the submission of matters to be acted upondakisolders at a meeting :
subject to advance notice requirements; and

» our board of directors is expressly authorized &ixen alter or repeal our bylaws.

In addition, we are governed by the provisions efttdn 203 of the Delaware General Corporate Lackvmay prohibit certain
business combinations with stockholders owning t%nore of our outstanding voting stock. These @thér provisions in our certificate of
incorporation and bylaws, and of Delaware law, daubke it more difficult for stockholders or pot@hecquirers to obtain control of our
board of directors or initiate actions that areagga by the then-current board of directors, indgdlelaying or impeding a merger, tender
offer, or proxy contest or other change of contirahsaction involving our company. Any delay oryenetion of a change of control
transaction or changes in our board of directotdccprevent the consummation of a transaction irckvbur stockholders could receive a
substantial premium over the then-current markieegdor their shares.

The price of and volume in trading of our common sick has and may continue to fluctuate significantly

Our common stock has been publicly traded sinceeNmer 2006. The price of our common stock andrddértg volume of our
shares are volatile and have in the past fluctusiggdficantly. There can be no assurance as tptises at which our common stock will tr:
in the future or that an active trading marketim common stock will be sustained in the futuree Timarket price at which our common stock
trades may be influenced by many factors, includingnot limited to, the following:

e our operating and financial performance and praspétcluding our ability to achieve and sustaiafpability in the future;

e investor perception of us and the industry in whighoperate;

» the availability and level of research coveragarad market making in our common stock;

» changes in earnings estimates or buy/sell recomatiems by analysts;

» general financial and other market conditions; and

» changing and recently volatile domestic and intéonal economic conditions.

In addition, shares of our common stock and thdipsbock markets in general have experienced,naag continue to experience,
extreme price and trading volume volatility. Thélsetuations may adversely affect the market pateur common stock and a shareholder’s

ability to sell their shares into the market at desired time or at the desired price.

S-5




Table of Contents

In 2007, following a drop in the market price ofr@@mmon stock, securities litigation was initiatgghinst us. Given the historic
volatility of our industry, we may become engagedhiis type of litigation in the future. Securitiiggation is expensive and time-consuming.

RISKS RELATED TO OUR BUSINESS

We expect a number of factors to cause our operatjresults to fluctuate on a quarterly and annual bais, which may make it difficult
to predict our future performance.

Our operating results have varied significantlyhia past and will continue to fluctuate from queattequarter or year-to-year in the
future due to a variety of factors, many of which beyond our control. Factors relating to our bess that may contribute to these quarterly
and annual fluctuations include the following fastas well as other factors described elsewhetf@smrospectus supplement:

» general economic conditions, including the posisjbif a prolonged period of limited economic grovimh the U.S. and Europe;

disruptions to the credit and financial marketshia U.S., Europe and elsewhere; adverse effe¢teeaingoing sovereign debt
crisis in Europe; and the impact of a failure af th.S. to maintain its debt levels within authodizieits or its credit rating;

e our inability to develop new or enhanced produlett ichieve customer or market acceptance in dytimanner, including our
HyperCloud™ memory module and our flash-based mgmparducts;

e our failure to maintain the qualification of ouroplucts with our current customers or to qualifyrent and future products with
our current or prospective customers in a timelyinea or at all;

» the timing of actual or anticipated introductiorisompeting products or technologies by us or amgetitors, customers or
suppliers;

» the loss of, or a significant reduction in salesataey customer;

» the cyclical nature of the industry in which we mie;

* areduction in the demand for our high performameenory subsystems or the systems into which theynaorporated;
* our customers’ failure to pay us on a timely basis;

*  costs, inefficiencies and supply risks associatid autsourcing portions of the design and the nfacture of integrated
circuits;

e our ability to absorb manufacturing overhead if mwenues decline or vary from our projections;
« delays in fulfilling orders for our products orailtire to fulfill orders;
* our ability to procure an adequate supply of kepponents, particularly DRAM ICs and NAND;

* dependence on large suppliers who are also comsetind whose manufacturing priorities may not suppur production
schedules;

« changes in the prices of our products or in the abthe materials that we use to build our produictcluding fluctuations in tr
market price of DRAM ICs and NAND;

e our ability to effectively operate our manufactgrifacility in the PRC;
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*  manufacturing inefficiencies associated with thetsip of new manufacturing operations, new productkiaitiation of volume
production;

» our failure to produce products that meet the typadiquirements of our customers;

« disputes regarding intellectual property rights #elpossibility of our patents being reexaminedigyUSPTO;
» the costs and management attention diversion agedawith litigation;

» the loss of any of our key personnel,

« changes in regulatory policies or accounting pphes;

e our ability to adequately manage or finance integnawth or growth through acquisitions; and

» the effect of our investments and financing arramggts on our liquidity.

Due to the various factors mentioned above, andrsththe results of any prior quarterly or ann@lquls should not be relied upon
as an indication of our future operating perfornearin one or more future periods, our results arapons may fall below the expectation:
securities analysts and investors. In that evaetimarket price of our common stock would likelgldee. In addition, the market price of our
common stock may fluctuate or decline regardlessuofoperating performance.

We have historically incurred losses and may contiie to incur losses.

Since the inception of our business in 2000, weetanly experienced one fiscal year (2006) with ipabfe results. In order to regain
profitability, or to achieve and sustain positivask flows from operations in the future, we musthfer reduce operating expenses and/or
increase our revenues. Although we have in theqragtiged in a series of cost reduction actionspatidve that we could reduce our current
level of expenses through elimination or reductibstrategic initiatives, such expense reductidoa@may not make us profitable or allow
us to sustain profitability if it is achieved. Caipility to achieve profitability will depend on ireased revenue growth from, among other
things, increased demand for our memory subsystemiselated product offerings, as well as our gt expand into new and emerging
markets. We may not be successful in achievingnoessary revenue growth or the expected expedsetiens. Moreover, we may be
unable to sustain past or expected future expethections in subsequent periods. We may not aclpiféability or sustain such
profitability, if achieved, on a quarterly or anhbasis in the future.

Any failure to achieve profitability could resuit increased capital requirements and pressure oligoidity position. We believe
our future capital requirements will depend on méaggors, including our levels of net sales, timeinig and extent of expenditures to support
sales, marketing, research and development ae8yitiie expansion of manufacturing capacity bothestically and internationally and the
continued market acceptance of our products. Opitataequirements could result in our having toptherwise choosing to, seek additional
funding through public or private equity offeringsdebt financings. Such funding may not be avélalm terms acceptable to us, or at all,
either of which could result in our inability to etecertain of our financial obligations and othelated commitments.

Our revenues and results of operations are substaiatly dependent on NVvault™,

For the nine months ended October 1, 2011 our N¥¥anon-volatile cache systems used in RAID comgradubsystems, including
our NVvault™ battery-free, the fladhased cache system, accounted for 62% of totahumge We expect a significant portion of our re\es
for the remainder of 2011 and for 2012 to come feates of NVvault™. Accordingly, our future opengtiresults will depend on the demand
for this product. We cannot assure you that theketawill continue to demand NVvault™ or that we Mk successful in marketing any new
or enhanced products. If our competitors produee pr@ducts that are superior to NVvault™ in perfarmoe or price, demand for our prod
may decline. A decline in demand for NVvault™ agsult of competition, technological change, ecoicaronditions, or other factors would
reduce sales of NVvault™. Any significant reductiorsales of NVvault™ would significantly reduceraevenues and negatively affect our
results of operations.
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We are subject to risks relating to our focus on deeloping our HyperCloud™ product and lack of marketdiversification.

We have historically derived a substantial portidiour net sales from sales of our high performaneenory subsystems for use in
the server market. We expect these memory subsggteoontinue to account for a significant portafrour net sales in the near term.
Continued market acceptance of these productssioiruservers is critical to our success.

In an attempt to set our products apart from tladsmir competitors, we have invested a signifigaottion of our research and
development budget into the design of ASIC devizeduding the HyperCloud™ memory subsystem, inticet in November 2009. This
design and the products it is incorporated intosaitgect to increased risks as compared to our ptioglucts. For example:

 we may be unable to achieve customer or markeptancee of the HyperCloud™ memory subsystem or atber products, or
achieve such acceptance in a timely manner;

» the HyperCloud™ memory subsystem or other new prisdmay contain currently undiscovered flaws, theection of which
would result in increased costs and time to market;

 we are dependent on a limited number of suppl@rdéth the DRAM ICs and the ASIC devices thatesgential to the
functionality of the HyperCloud™ memory subsysteamg could experience supply chain disruption asalt of business issu
that are specific to our suppliers or the induasya whole; and

* we are required to demonstrate the quality andbiiiy of the HyperCloud™ memory subsystem or otiew products to our
customers, and are required to qualify these neduyats with our customers, both of which have negband will continue to
require a significant investment of time and resesrprior to the receipt of any revenue from sugtamers.

We have experienced a longer qualification cycéatanticipated with our HyperCloud™ memory subsysteand as of October 1,
2011 we have not generated significant HyperCloyd®#uct revenues relative to our investment ingiteeluct. We have entered into
collaborative agreements with both HP and IBM parguo which these OEMs have agreed to cooperakteusiin efforts to qualify
HyperCloud™ for use with their products. If qualdtion is achieved by one or both OEMs, such OEMemgage with us in joint marketing
and further product development efforts. The Comppaamd each of the OEMs have committed financial @thér resources toward the
collaboration. However, the efforts undertaken pard to either of the collaborative agreements nayresult in any new revenues for the
Company. Further delays or any failure in placingalifying this product with HP, IBM or other mottial customers would adversely
impact our results of operations.

Additionally, if the demand for servers deteriosate if the demand for our products to be incorfeatan servers declines, our
operating results would be adversely affected,vaadvould be forced to diversify our product poritbohnd our target markets. We may no
able to achieve this diversification, and our itigbto do so may adversely affect our business.

We may lose our competitive position if we are undb to timely and cost-effectively develop new or éranced products that meet our
customers’ requirements and achieve market acceptan.

Our industry is characterized by intense competjtiapid technological change, evolving industgnsiards and rapid product
obsolescence. Evolving industry standards and t#ogital change or new, competitive technologiesldoender our existing products
obsolete. Accordingly, our ability to compete i tluture will depend in large part on our abilityitlentify and develop new or enhanced
products on a timely and
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cost-effective basis, and to respond to changistpooer requirements. In order to develop and inkcechew or enhanced products, we need
to:

» identify and adjust to the changing requirementswfcurrent and potential customers;
» identify and adapt to emerging technological treanld evolving industry standards in our markets;

» design and introduce cost-effective, innovative padormance-enhancing features that differentiateproducts from those of
our competitors;

» develop relationships with potential suppliers effponents required for these new or enhanced ptgiduc

qualify these products for use in our customerstpcts; and
« develop and maintain effective marketing strategies

Our product development efforts are costly andriahiy risky. It is difficult to foresee changesdsvelopments in technology or
anticipate the adoption of new standards. Moreamaee these things are identified, if at all, wél néed to hire the appropriate technical
personnel or retain third party designers, devébtegroduct, identify and eliminate design flawsg ananufacture the product in production
guantities either in-house or through third-pargnufacturers. As a result, we may not be able toessfully develop new or enhanced
products or we may experience delays in the dewadmp and introduction of new or enhanced prodi#$ays in product development and
introduction could result in the loss of, or delaygenerating, net sales and the loss of marlkaeslas well as damage to our reputation. [
if we develop new or enhanced products, they maynat our customers’ requirements or gain maréegptance.

Our customers require that our products undergo aéngthy and expensive qualification process withowtny assurance of net sales.

Our prospective customers generally make a sigmficommitment of resources to test and evaluatenemory subsystems prior
purchasing our products and integrating them inéirtsystems. This extensive qualification prodesslves rigorous reliability testing and
evaluation of our products, which may continuediermonths or longer and is often subject to del&ysddition to qualification of specific
products, some of our customers may also requite usdergo a technology qualification if our protidesigns incorporate innovative
technologies that the customer has not previoustpentered. Such technology qualifications oftdw tsubstantially longer than product
gualifications and can take over a year to compl@talification by a prospective customer doesemsture any sales to that prospective
customer. Even after successful qualification aldssof our products to a customer, changes ipmgucts, our manufacturing facilities, our
production processes or our component suppliersra@yire a new qualification process, which mayiteéa additional delays.

In addition, because the qualification procesoih Iproduct-specific and platform-specific, oursgixig customers sometimes require
us to requalify our products, or to qualify our npmducts, for use in new platforms or applicatidisr example, as our OEM customers
transition from prior generation DDR2 DRAM architei@s to current generation DDR3 DRAM architectyves must design and qualify n
products for use by those customers. In the pgastptocess of design and qualification has taketo gx months to complete, during which
time our net sales to those customers declinedfisigntly. After our products are qualified, it ctake several months before the customer
begins production and we begin to generate nes $iale such customer.

Likewise, when our memory component vendors disnartproduction of components, it may be necessarys to design and
qualify new products for our customers. Such custsnmay require of us or we may decide to purchasestimated quantity of discontinued
memory components necessary to ensure a steadly sfigxisting products until products with new gooments can be qualified. Purchases
of this nature may affect our liquidity. Additiomglour estimation of quantities required during thansition may be incorrect, which could
adversely impact our results of operations thrdeghrevenue opportunities or charges related teg€xand obsolete inventory.
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We must devote substantial resources, includinggdeengineering, sales, marketing and managenifemtse to qualify our produc
with prospective customers in anticipation of safignificant delays in the qualification processch as those experienced with our
HyperCloud™ product, could result in an inabilitykeep up with rapid technology change or new, atitipe technologies. If we delay or
do not succeed in qualifying a product with an #éxgor prospective customer, we will not be alleséll that product to that customer, which
may result in our holding excess and obsolete itorgrand harm our operating results and business.

Sales to a limited number of customers representsgnificant portion of our net sales and the lossfpor a significant reduction in sales
to, any one of these customers could materially har our business.

Sales to certain of our OEM customers have hisalyicepresented a substantial majority of oursad¢s. Approximately 67% of o
net sales in the nine months ended October 1, 2@14 to one of our customers and approximately 88%#25% of our net sales in the nine
months ended October 2, 2010 were to two of outooosrs. We currently expect that sales to major Qiastomers will continue to
represent a significant percentage of our net datahe foreseeable future. We do not have ltargs agreements with our OEM customer:
with any other customer. Any one of these custoroeuntd decide at any time to discontinue, decreaskelay their purchase of our products.
In addition, the prices that these customers papto products could change at any time. The l6éssp of our OEM customers, or a
significant reduction in sales to any of them, dasipnificantly reduce our net sales and adveraffct our operating results.

Our ability to maintain or increase our net satesur key customers depends on a variety of factoasy of which are beyond our
control. These factors include our customers’ cargd sales of servers and other computing systeshénicorporate our memory subsystems
and our customers’ continued incorporation of adpcts into their systems. Because of these drat fdictors, net sales to these customers
may not continue and the amount of such net satégsnot reach or exceed historical levels in anyriperiod. Because these customers
account for a substantial portion of our net sates failure of any one of these customers to pag timely basis would negatively impact
cash flow. In addition, while we may not be contuadly obligated to accept returned products, wg determine that it is in our best interest
to accept returns in order to maintain good retegtizvith our customers.

A limited number of relatively large potential customers dominate the markets for our products.

Our target markets are characterized by a limitgdler of large companies. Consolidation in one orenof our target markets may
further increase this industry concentration. Assult, we anticipate that sales of our productsasntinue to be concentrated among a
limited number of large customers in the foreseséliture. We believe that our financial resultd @épend in significant part on our success
in establishing and maintaining relationships withg effecting substantial sales to, these potent&tomers. Even if we establish these
relationships, our financial results will be langelependent on these customers’ sales and busemsgts.

If a standardized memory solution which addressede demands of our customers is developed, our netlss and market share may
decline.

Many of our memory subsystems are specificallygtesi for our OEM customers’ high performance systdma drive to reduce
costs and assure supply of their memory module ddpmur OEM customers may endeavor to design JEE&@ard DRAM modules into
their new products. Although we also manufactur@BE modules, this trend could reduce the demanddohigher priced customized
memory solutions which in turn would have a negatimpact on our financial results. In addition,tomsers deploying custom memory
solutions today may in the future choose to adalEEC standard, and the adoption of a JEDEC stdmdadule instead of a previously
custom module might allow new competitors to p#ptite in a share of our customers’ memory modutermss that previously belonged to
us.

If our OEM customers were to adopt JEDEC standardutes, our future business may be limited to iifj@ng the next generation
of high performance memory demands of OEM custormedsdeveloping solutions that addresses such dismbaimtil fully implemented, th
next generation of products may constitute a mucdller market, which may reduce our net sales aadket share.

S-10




Table of Contents
We may not be able to maintain our competitive poion because of the intense competition in our taefed markets.

We participate in a highly competitive market, avel expect competition to intensify. Many of our qmetitors have longer operati
histories, significantly greater resources and neenegnition, a larger base of customers and leagerding relationships with customers
suppliers than we have. As a result, some of tbesgetitors are able to devote greater resourcé®tdevelopment, promotion and sale of
products and are better positioned than we angflicence customer acceptance of their products oveproducts. These competitors also
may be able to respond better to new or emergittintdogies or standards and may be able to dgdnoatucts with comparable or superior
performance at a lower price. For these reasonsnayenot be able to compete successfully agaiesetiompetitors. We also expect to face
competition from new and emerging companies that emder our existing or future markets. These pakeoompetitors may have similar or
alternative products which may be less costly ovigle additional features.

In addition to the competition we face from DRAMddiegic suppliers such as Hynix, Samsung, Micraphi and IDT, some of our
OEM customers have their own internal design grabhpsmay develop solutions that compete with olinese design groups have some
advantages over us, including direct access to tegpective companies’ technical information axhhology roadmaps. Our OEM
customers also have substantially greater resauinascial and otherwise, than we do, and may hewer cost structures than ours. As a
result, they may be able to design and manufacimepetitive products more efficiently or inexperedy If any of these OEM customers are
successful in competing against us, our sales abedtine, our margins could be negatively impaceted we could lose market share, any or
all of which could harm our business and resultspsrations. Further, some of our significant sigpplare also competitors, many of whom
have the ability to manufacture competitive produwattiower costs as a result of their higher legéistegration.

We expect our competitors to continue to improvepbrformance of their current products, reduci pireees and introduce new or
enhanced technologies that may offer greater pagioce and improved pricing. If we are unable tocimar exceed the improvements made
by our competitors, our market position would detette and our net sales would decline. In addjtar competitors may develop future
generations and enhancements of competitive predioat may render our technologies obsolete ormpetitive.

Our operating results may be adversely impacted bworldwide economic and political uncertainties andspecific conditions in the
markets we address, including the cyclical naturefaand volatility in the memory market and semicondutor industry.

Adverse changes in domestic and global economigatlitical conditions have made it extremely ditficfor our customers, our
vendors and us to accurately forecast and plamditusiness activities, and they have caused anld continue to cause U.S. and foreign
businesses to slow spending on our products anétesy which would further delay and lengthen salgdes. In addition, sales of our
products are dependent upon demand in the compui@tegyorking, communications, printer, storage emadistrial markets. These markets
have been cyclical and are characterized by widgfations in product supply and demand. These etafiave experienced significant
downturns, often connected with, or in anticipatiddnmaturing product cycles, reductions in tecbgglspending and declines in general
economic conditions. These downturns have beeractaized by diminished product demand, produaticercapacity, high inventory levels
and the erosion of average selling prices.

We may experience substantial period-to-perioddiations in future operating results due to factdfecting the computing,
networking, communications, printers, storage adistrial markets. A decline or significant shdttia demand in any one of these markets
could have a material adverse effect on the derfamalr products. As a result, our sales will likelecline during these periods. In addition,
because many of our costs and operating expenseslatively fixed, if we are unable to control @xpenses adequately in response to
reduced sales, our gross margins, operating in@meash flow would be negatively impacted.

During challenging economic times our customers faag issues gaining timely access to sufficieatlity which could result in an
impairment of their ability to make timely paymeixsus. If that were to occur, we may be requitethtrease our allowance for doubtful
accounts and our days sales outstanding would detimely impacted. Furthermore, our vendors may fimilar issues gaining access to
credit, which may limit their ability to
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supply components or provide trade credit to us.Cafmot predict the timing, strength or duratiomey economic slowdown or subsequent
economic recovery, worldwide, or in the memory neaiknd related semiconductor industry. If the eaonor markets in which we operate
do not continue to improve or if conditions worsear business, financial condition and resultspdrations will likely be materially and
adversely affected. Additionally, the combinatidroar lengthy sales cycle coupled with challengimacroeconomic conditions could
compound the negative impact on the results obperations.

Our lack of a significant backlog of unfilled orders, and the difficulty inherent in forecasting custmmer demand, makes it difficult to
forecast our short-term production requirements tomeet that demand, and any failure to optimally calrate our production capacity
and inventory levels to meet customer demand couladversely affect our revenues, gross margins and méngs.

We make significant decisions regarding the leeélsusiness that we will seek and accept, prodo&ihedules, component
procurement commitments, personnel needs and mbkeurce requirements, based on our estimatesstifroar requirements. We do not
have long-term purchase agreements with our cussrnmstead, our customers often place purchasr®rb more than two weeks in
advance of their desired delivery date, and thesehaise orders generally have no cancellationswhedluling penalty provisions. The short-
term nature of commitments by many of our customéesfact that our customers may cancel or defechase orders for any reason, and the
possibility of unexpected changes in demand forooigtomers’ products each reduce our ability taeately estimate future customer
requirements for our products. This fact, combinéti the quick turn-around times that apply to eaotter, makes it difficult to forecast our
production needs and allocate production capaffigiently. We attempt to forecast the demand fex DRAM ICs, NAND, and other
components needed to manufacture our products. iread for components vary significantly and dependrarious factors, such as the
specific supplier and the demand and supply farmapgonent at a given time.

Our production expense and component purchaseslavelbased in part on our forecasts of our cussmeure product
requirements and to a large extent are fixed irstiwat term. As a result, we likely will be unalbdeadjust spending on a timely basis to
compensate for any unexpected shortfall in thodersr If we overestimate customer demand, we megy Bacess raw material inventory of
DRAM ICs and NAND. If there is a subsequent declmée prices of DRAM ICs or NAND, the value ofrdaventory will fall. As a result,
we may need to writdoewn the value of our DRAM IC or NAND inventory, wh may result in a significant decrease in oulsgnmargin an
financial condition. Also, to the extent that wenagacture products in anticipation of future dem#rat does not materialize, or in the eve
customer cancels or reduces outstanding orderspuld experience an unanticipated increase iniaighed goods inventory. In the past, we
have had to write@lown inventory due to obsolescence, excess quemntitid declines in market value below our costy. dgnificant shortfa
of customer orders in relation to our expectatiomsld hurt our operating results, cash flows andritcial condition.

Also, any rapid increases in production requireebycustomers could strain our resources and esducmargins. If we
underestimate customer demand, we may not havieisuaffinventory of DRAM ICs and NAND on hand to mdacture enough product to
meet that demand. We also may not have sufficiamufacturing capacity at any given time to meetaustomers’ demands for rapid
increases in production. These shortages of inveatiod capacity will lead to delays in the delivefyour products, and we could forego si
opportunities, lose market share and damage otwroes relationships.

Declines in our average sales prices, driven by dile prices for DRAM ICs and NAND, among other fators, may result in declines ir
our revenues and gross profit.

Our industry is competitive and historically hagbeharacterized by declines in average sales, fiiésed in part on the market pi
of DRAM ICs and NAND, which have historically coitated a substantial portion of the total cost of memory subsystems. Our average
sales prices may decline due to several factotgjding overcapacity in the worldwide supply of DRAand NAND memory components as
a result of worldwide economic conditions, increasenufacturing efficiencies, implementation of n@anufacturing processes and
expansion of manufacturing capacity by componeppbers.
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Once our prices with a customer are negotiatecar@generally unable to revise pricing with thattomer until our next regularly
scheduled price adjustment. Consequently, we gresexi to the risks associated with the volatilitthe price of DRAM ICs and NAND
during that period. If the market prices for DRAKIY and NAND increase, we generally cannot paspribe increases on to our customers
for products purchased under an existing purchedsr 0As a result, our cost of sales could increaskour gross margins could decrease.
Alternatively, if there are declines in the prideDiRAM ICs and NAND, we may need to reduce ourisglprices for subsequent purchase
orders, which may result in a decline in our expdatet sales.

In addition, since a large percentage of our saledo a small number of customers that are priyndistributors and large OEMs,
these customers have exerted, and we expect thlegowiinue to exert, pressure on us to make praeessions. If not offset by increases in
volume of sales or the sales of newly-developedyets with higher margins, decreases in averags saices would likely have a material
adverse effect on our business and operating sesult

We use a small number of custom ASIC, DRAM IC and WND suppliers and are subject to risks of disruptim in the supply of custom
ASIC, DRAM ICs and NAND.

Our ability to fulfill customer orders or producadiification samples is dependent on a sufficiemppdy of DRAM ICs and NAND,
which are essential components of our memory stibisys We are also dependent on a sufficient sugfptyustom ASIC devices to produce
our HyperCloud™ memory modules. There are a redtismall number of suppliers of DRAM ICs and NAN&hd we purchase from only a
subset of these suppliers. We have no long-term MRANAND supply contracts. Additionally, we coufalce obstacles in moving
production of our ASIC components away from ourent design and production partners. Our dependemeesmall number of suppliers
and the lack of any guaranteed sources of ASIC oompts, DRAM and NAND supply expose us to sevesébsy including the inability to
obtain an adequate supply of these important comsnprice increases, delivery delays and poditgua

Historical declines in customer demand and ournmage caused us to reduce our purchases of DRAMAGNAND. Such
fluctuations could occur in the future. Should ve¢ maintain sufficient purchase levels with somppdiers, our ability to obtain supplies of
raw materials may be impaired due to the practicmme suppliers to allocate their products to@ustrs with the highest regular demand.

From time to time, shortages in DRAM ICs and NAN&vh required some suppliers to limit the supplthefr DRAM ICs and
NAND. As a result, we may be unable to obtain thAM ICs or NAND necessary to fill custom’ orders for our products in a timely
manner. If we are unable to obtain a sufficientadypf DRAM ICs or NAND to meet our customers’ réguments, these customers may
reduce future orders for our products or not pusehaur products at all, which would cause our aletssto decline and harm our operating
results. In addition, our reputation could be haipvee may not be able to replace any lost businéssnew customers, and we may lose
market share to our competitors.

Our customers qualify the ASIC components, DRAM #Bsl NAND of our suppliers for use in their systefisne of our suppliers
should experience quality control problems, it rhaydisqualified by one or more of our customerss Would disrupt our supplies of ASIC
components, DRAM ICs and NAND and reduce the nunobsuppliers available to us, and may require Weatualify a new supplier. If our
suppliers are unable to produce qualification sasph a timely basis or at all, we could experiatalays in the qualification process, which
could have a significant impact on our ability &l $hat product.

If the supply of other component materials used tonanufacture our products is interrupted, or if our inventory becomes obsolete, our
results of operations and financial condition coulcbe adversely affected.

We use consumables and other components, incliRidRs, to manufacture our memory subsystems. Wetsopweprocure PCBs
and other components from single or limited soutodake advantage of volume pricing discounts.éviat shortages or transportation
problems could interrupt the manufacture of oudpiads from time to time in the future. These delaysianufacturing could adversely affect
our results of operations.
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Frequent technology changes and the introductiarerf-generation products also may result in treotdscence of other items of
inventory, such as our custom-built PCBs, whichld@aduce our gross margin and adversely affecbperating performance and financial
condition. We may not be able to sell some proddeteloped for one customer to another customeausecour products are often designed
to address specific customer requirements, and iévenare able to sell these products to anotbstaener, our margin on such products may
be reduced.

A prolonged disruption of our manufacturing facility could have a material adverse effect on our bus#ss, financial condition and
results of operations.

We maintain a manufacturing facility in the PRC fwoducing most of our products, which allows ustitze our materials and
processes, protect our intellectual property anetlde the technology for manufacturing. A prolongkstuption or material malfunction of,
interruption in or the loss of operations at ounnfacturing facility, or the failure to maintairsafficient labor force at such facility, would
limit our capacity to meet customer demand andydeéav product development until a replacementitgcind equipment, if necessary, were
found. The replacement of the manufacturing facébuld take an extended amount of time before fi@@twring operations could restart.
The potential delays and costs resulting from tisésps could have a material adverse effect obasiness, financial condition and results of
operations.

If we are unable to manufacture our products effiogntly, our operating results could suffer.

We must continuously review and improve our mantwfi@eg processes in an effort to maintain satisfigctnanufacturing yields and
product performance, to lower our costs and toratise remain competitive. As we manufacture momaglex products, the risk of
encountering delays or difficulties increases. $tagt-up costs associated with implementing newufaauring technologies, methods and
processes, including the purchase of new equipraadtany resulting manufacturing delays and iniefficies, could negatively impact our
results of operations.

If we need to add manufacturing capacity, an exiparsf our existing manufacturing facility or estishment of a new facility could
be subject to factory audits by our customers. dehays or unexpected costs resulting from thistaardicess could adversely affect our net
sales and results of operations. In addition, wsatbe certain that we will be able to increasemanufacturing capacity on a timely basi
meet the standards of any applicable factory audits

We depend on third-parties to design and manufactur custom components for some of our products.

Significant customized components, such as ASI@g,dre used in some of our products such as HymeldC" are designed and
manufactured by third parties. The ability and wghess of such third parties to perform in accocgawith their agreements with us is
largely outside of our control. If one or more aff @esign or manufacturing partners fails to penfés obligations in a timely manner or at
satisfactory quality levels, our ability to bringogucts to market or deliver products to our custenas well as our reputation, could suffer.
In the event of any such failures, we may haveeaality available alternative source of supply facts products, since, in our experience, the
lead time needed to establish a relationship witkwa design and/or manufacturing partner is at [B2snonths, and the estimated time for
our OEM customers to rgualify our product with components from a new vaninges from four to nine months. We cannot &gou tha
we can redesign, or cause to have redesignedustomized components to be manufactured by a newifaeturer in a timely manner, nor
can we assure you that we will not infringe onititellectual property of our current design or mi@cture partner when we redesign the
custom components, or cause such components tbsigned by a new manufacturer. A manufacturiagigtion experienced by our
manufacturing partners, the failure of our manuféang partners to dedicate adequate resourceg tortiduction of our products, the financ
instability of our manufacturing or design partnensany other failure of our design or manufactgmpartners to perform according to their
agreements with us, would have a material advdfeet@n our business, financial condition and hssof operations.

We have many other risks due to our dependenckiahfarty manufacturers, including: reduced cdntker delivery schedules,
quality, manufacturing yields and cost; the potdritick of adequate capacity during periods of sgaemand; limited warranties on products
supplied to us; and potential misappropriation ufiatellectual property. We are dependent on canufiacturing partners to manufacture
products with acceptable
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quality and manufacturing yields, to deliver th@seducts to us on a timely basis and to allocgtertion of their manufacturing capacity
sufficient to meet our needs. Although our prodaetsdesigned using the process design rules giatieular manufacturers, we cannot
assure you that our manufacturing partners witkibe to achieve or maintain acceptable yields bvelesufficient quantities of components
on a timely basis or at an acceptable cost. Aduiflg, we cannot assure you that our manufactysargners will continue to devote adequate
resources to produce our products or continue arazk the process design technologies on whichjubbfication and manufacturing of our
products are based.

If our products do not meet the quality standards éour customers, we may be forced to stop shipments products until the quality
issues are resolved.

Our customers require our products to meet statity standards. Should our products not meet stanidards, our customers may
discontinue purchases from us until we are abtedolve the quality issues that are causing ustoneet the standards. Such “quality holds”
could have a significant adverse impact on ourmaes and operating results.

If our products are defective or are used in defeate systems, we may be subject to warranty, producecalls or product liability
claims.

If our products are defectively manufactured, ciontiefective components or are used in defectivaafunctioning systems, we
could be subject to warranty and product liabititgims and product recalls, safety alerts or adyisotices. While we have product liability
insurance coverage, it may not be adequate tdysatésms made against us. We also may be unahbtimin insurance in the future at
satisfactory rates or in adequate amounts. Warmtyproduct liability claims or product recallsgardless of their ultimate outcome, could
have an adverse effect on our business, financraliion and reputation, and on our ability toattrand retain customers. In addition, we
may determine that it is in our best interest tceat product returns in circumstances where waatreontractually obligated to do so in ot
to maintain good relations with our customers. Auticey product returns may negatively impact ourrapieg results.

If we fail to protect our proprietary rights, our c ustomers or our competitors might gain access to oproprietary designs, processes
and technologies, which could adversely affect owperating results.

We rely on a combination of patent protection, ¢radcret laws and restrictions on disclosure ttept@ur intellectual property
rights. We have submitted a number of patent agtidins regarding our proprietary processes anchtdopy. It is not certain when or if any
of the claims in the remaining applications willdeowed. To date, we have had only eighteen psiisatied. We intend to continue filing
patent applications with respect to most of the pescesses and technologies that we develop. Howeatent protection may not be
available for some of these processes or techredogi

It is possible that our efforts to protect our itgetual property rights may not:

«  prevent challenges to, or the invalidation or ameention of, our existing intellectual propertyhtg;

e prevent our competitors from independently develgmimilar products, duplicating our products osigeing around any
patents that may be issued to us;

»  prevent disputes with third parties regarding owhgr of our intellectual property rights;
»  prevent disclosure of our trade secrets and knowoahird parties or into the public domain;
* resultin valid patents, including internationateyds, from any of our pending or future applicasipor

» otherwise adequately protect our intellectual progpeghts.
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Others may attempt to reverse engineer, copy @raibe obtain and use our proprietary technologiéisout our consent.
Monitoring the unauthorized use of our technologgedifficult. We cannot be certain that the stegshave taken will prevent the
unauthorized use of our technologies. This is paldrly true in foreign countries, such as the PRfigere we have established a
manufacturing facility and where the laws may rmatt@ct our proprietary rights to the same exterdgdicable U.S. laws.

If some or all of the claims in our patent applicas are not allowed, or if any of our intellectpabperty protections are limited in
scope by a court or circumvented by others, wecctade increased competition with regard to oudpuots. Increased competition could
significantly harm our business and our operatasults.

We are involved in and expect to continue to be imlved in costly legal and administrative proceedingto defend against claims that
we infringe the intellectual property rights of others or to enforce or protect our intellectual propety rights.

As is common to the semiconductor industry, we heygerienced substantial litigation regarding pasen other intellectual
property rights. Lawsuits claiming that we areiimdiing others’ intellectual property rights haveeheand may in the future be brought against
us, and we are currently defending against claihmsvalidity in the USPTO. See Note 9 of Notes tondensed Consolidated Financial
Statements, included in Part I, Item | of our QedytReport on Form 10-Q for the period ending ®etol, 2011, for a description of our
legal contingencies.

The process of obtaining and protecting patenitshisrently uncertain. In addition to the patenué&sce process established by law
and the procedures of the USPTO, we must comply ®DEC administrative procedures in protectingintallectual property within its
industry standard setting process. These proce@udge over time, are subject to variability irithapplication, and may be inconsistent
with each other. Failure to comply with JEDEC's adistrative procedures could jeopardize our abilitglaim that our patents have been
infringed.

By making use of new technologies and entering mankets there is an increased likelihood that stha@ight allege that our
products infringe on their intellectual propertghis. Litigation is inherently uncertain, and arnede outcome in existing or any future
litigation could subject us to significant liabylifor damages or invalidate our proprietary rigiits.adverse outcome also could force us to
take specific actions, including causing us to:

e cease manufacturing and/or selling products, arguséertain processes, that are claimed to be gifrina third party’s
intellectual property;

e pay damages (which in some instances may be times fictual damages), including royalties on pagitare sales;

* seek alicense from the third party intellectuaparty owner to use their technology in our produethich license may not be
available on reasonable terms, or at all; or

» redesign those products that are claimed to bagifrg a third party’s intellectual property.

If any adverse ruling in any such matter occurg,r@sulting limitations in our ability to market oproducts, or delays and costs
associated with redesigning our products or paysehlicense fees to third parties, or any failbyeus to develop or license a substitute
technology on commercially reasonable terms coalteta material adverse effect on our businessidiabcondition and results of
operations.

There is a limited pool of experienced technicabpanel that we can draw upon to meet our hiriredseAs a result, a number of
our existing employees have worked for our existingotential competitors at some point duringrticareers, and we anticipate that a
number of our future employees will have similarkvbistories. In the past, some of these compstitave claimed that our employees
misappropriated their trade secrets or violated-campetition or non-solicitation agreements. Sorfheur competitors may threaten or bring
legal action involving similar claims against usoor existing employees or make such claims irfuhge to prevent us from hiring qualified
candidates. Lawsuits of this type may be brougrenef there is no merit to the claim, simply astiategy to drain our financial resources
divert management’s attention away from our busines
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We also may find it necessary to litigate agairisers, including our competitors, customers anthéaremployees, to enforce our
intellectual property, contractual and commerdgthts including, in particular, our trade secresswell as to challenge the validity and scope
of the proprietary rights of others. We could beemubject to counterclaims or countersuits agaissts a result of this litigation. Moreover,
any legal disputes with customers could cause tioerease buying or using our products or delay fh@ichase of our products and could
substantially damage our relationship with them.

Any litigation, regardless of its outcome, wouldtiee consuming and costly to resolve, divert oanagement’s time and attention
and negatively impact our results of operations.datenot assure you that current or future infringehtlaims by third parties or claims for
indemnification by customers or end users of oadpcts resulting from infringement claims will e asserted in the future or that such
assertions, if proven to be true, will not matdyialdversely affect our business, financial comditor results of operations.

We may become involved in non-patent related litigdon and administrative proceedings that may materally adversely affect us.

From time to time, we may become involved in vasitegal proceedings relating to matters incidetatéhe ordinary course of our
business, including commercial, product liabiliynployment, class action, whistleblower and othiggation and claims, and governmental
and other regulatory investigations and proceediB8gsh matters can be time-consuming, divert managés attention and resources and
cause us to incur significant expenses. Furthernt@eause litigation is inherently unpredictabheré can be no assurance that the results of
any of these actions will not have a material asi@ffect on our business, results of operatiorfismancial condition.

If we are required to obtain licenses to use thirgbarty intellectual property and we fail to do so, arr business could be harmed.

Although some of the components used in our finatipcts contain the intellectual property of thpatties, we believe that our
suppliers bear the sole responsibility to obtaip @ghts and licenses to such third party intelletoroperty. While we have no knowledge
that any third party licensor disputes our belie, cannot assure you that disputes will not anig@é future. The operation of our business
and our ability to compete successfully dependsifsigintly on our continued operation without claimf infringement or demands resulting
from such claims, including demands for paymentsiofey in the form of, for example, ongoing licemsfees.

We are also developing products to enter new mswrénilar to our current products, we may use aamepts in these new produ
that contain the intellectual property of third oes. While we plan to exercise precautions to @wafringing on the intellectual property
rights of third parties, we cannot assure you dligputes will not arise.

If it is determined that we are required to obiaimound licenses and we fail to obtain licensesf such licenses are not available
economically feasible terms, our business, opagatsults and financial condition could be sigrifidy harmed.

The flash memory market is constantly evolving and¢ompetitive, and we may not have rights to manufaatre and sell certain types of
products utilizing emerging flash formats, or we ma be required to pay a royalty to sell products ulizing these formats.

The flash-based storage market is constantly undteggapid technological change and evolving industandards. Many consumer
devices, such as digital cameras, PDAs and smargshare transitioning to emerging flash memornynfs, such as the Memory Stick, and
xD Picture Card formats, which we do not curremtignufacture and do not have rights to manufaclteough we do not currently serve
the consumer flash market, it is possible thatatei®EMs may choose to adopt these higher-voluovesi-cost formats. This could result i
decline in demand, on a relative basis, for otmedpcts that we manufacture such as CompactFl&lan8 embedded USB drives. If we
decide to manufacture flash memory products utifjzmerging formats such as those mentioned, wéde&vilequired to secure licenses to
give us the right to manufacture such productsrieat not be available at reasonable rates or.df ale are not able to supply flash card
formats at competitive prices or if we were to haveduct shortages, our net sales could be adyersphcted and our customers would
likely cancel orders or seek other suppliers tdaspus.
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Our indemnification obligations for the infringement by our products of the intellectual property rights of others could require us to
pay substantial damages.

As is common in the industry, we currently haveffect a number of agreements in which we haveezbre defend, indemnify and
hold harmless our customers and suppliers from damand costs which may arise from the infringerbgragur products of third-party
patents, trademarks or other proprietary right® 3¢ope of such indemnity varies, but may, in sorstances, include indemnification for
damages and expenses, including attorneys’ feasin@urance does not cover intellectual propersirigement. The term of these
indemnification agreements is generally perpetogltane after execution of the agreement. The marinpotential amount of future
payments we could be required to make under tmearinification agreements is unlimited. We mayqaically have to respond to claims
and litigate these types of indemnification obligas. Although our suppliers may bear responsybibit the intellectual property inherent in
the components they sell to us, they may lackitrantial ability to stand behind such indemnitiédditionally, it may be costly to enforce
any indemnifications that they have granted toAesordingly, any indemnification claims by customeould require us to incur significant
legal fees and could potentially result in the pagirof substantial damages, both of which couldltés a material adverse effect on our
business and results of operations.

We depend on a few key employees, and if we lose thervices of any of those employees or are unabidehire additional personnel, our
business could be harmed.

To date, we have been highly dependent on the iexyer, relationships and technical knowledge afagekey employees. We
believe that our future success will be dependerduwr ability to retain the services of these kepboyees, develop their successors, reduce
our reliance on them, and properly manage theitran®f their roles should departures occur. Toeslof these key employees could delay
the development and introduction of, and negatiwlyact our ability to sell, our products and othise harm our business. We do not have
employment agreements with any of these key emplgéher than Chun K. Hong, our President, Chiefchtive Officer and Chairman of
the Board. In 2010, we obtained “Key Man” life inance on Chun K. Hong; however, we do not carryy'K&n” life insurance on any of
our other key employees.

Our future success also depends on our abilityttact, retain and motivate highly skilled engiriegr manufacturing, and other
technical and sales personnel. Competition for e&peed personnel is intense. We may not be sutdessattracting new engineers or other
technical personnel, or in retaining or motivatmg existing personnel. If we are unable to hiré gatain engineers with the skills necessary
to keep pace with the evolving technologies inmarkets, our ability to continue to provide ourremt products and to develop new or
enhanced products will be negatively impacted, Wwhwould harm our business. In addition, the shertafgexperienced engineers, and other
factors, may lead to increased recruiting, relecatind compensation costs for such engineers, wiighexceed our expectations and
resources. These increased costs may make hinmgngineers difficult, or may increase our ope@gnpenses.

Historically, a significant portion of our workfagchas consisted of contract personnel. We invastiderable time and expense in
training these contract employees. We may expegiigh turnover rates in our contract employee foode, which may require us to expe
additional resources in the future. If we convert af these contract employees into permanent eyepky we may have to pay finder’s fees
to the contract agency.

We rely on third-party manufacturers’ representatives and the failure of these manufacturers’ represeatives to perform as expected
could reduce our future sales.

We sell some of our products to customers throughufacturers’ representatives. We are unable wigirthe extent to which our
manufacturers’ representatives will be successfatarketing and selling our products. Moreover, ynainour manufacturers’ representatives
also market and sell other, potentially competingdpcts. Our representatives may terminate thkitiomships with us at any time. Our fut
performance will also depend, in part, on our aptld attract additional manufacturers’ represewatthat will be able to market and support
our products effectively, especially in marketsvimich we have not previously distributed our pradutf we cannot retain our current
manufacturers’ representatives or recruit addifionaeplacement manufacturers’ representativessales and operating results will be
harmed.
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The operation of our manufacturing facility in the PRC could expose us to significant risks.

During 2007, we invested significant time and dfforestablishing a manufacturing facility in thR® and preparing it for full-scale
operations. This manufacturing facility became afienal in July 2007 and was successfully qualifigctertain key customers at that time.
As of February 1, 2009, substantially all of ourldewide manufacturing production was being perfediin the PRC. Language and cultural
differences, as well as the geographic distanae fyar headquarters in Irvine, California, furthenmgpound the difficulties of running a
manufacturing operation in the PRC. Our manageasilimited experience in creating or overseeimgi§m operations, and this new faci
may divert substantial amounts of their time. Wenga assure you that we will be able to maintaimtic over product quality, delivery
schedules, manufacturing yields and costs as wease our output. We also have to manage a loa&fevoe that may subject us to
uncertainties or regulatory policies and we rensaibject to risks related to managing the increaseduction capacity provided by the
facility. Should anticipated demand not materiglthe costs related to having excess capacity wioaNg an adverse impact on our gross
margins and operating results.

Changes in the labor laws of the PRC could incréaseost of employing the local workforce. Thergased industrialization of the
PRC could also increase the price of local labdhet of these factors could negatively impactdhst savings we currently enjoy from
having our manufacturing facility in the PRC.

In the future, some of our net sales may be denat®ihin Chinese Renminbi (“RMB”). The Chinese goweent controls the
procedures by which RMB is converted into otherencies, and conversion of RMB generally requi@gegnment consent. As a result,
RMB may not be freely convertible into other curies at all times. If the Chinese government inst changes in currency conversion
procedures, or imposes restrictions on currencyeaion, those actions may negatively impact o@rafions and could reduce our operating
results. In addition, fluctuations in the exchanate between RMB and U.S. dollars may adversebcaffur expenses and results of
operations as well as the value of our assetsiahbtlities. These fluctuations may also adverséfigci the comparability of our period-to-
period results. If we decide to declare dividenad eepatriate funds from our Chinese operationsyilldoe required to comply with the
procedures and regulations of applicable ChineseAay changes to these procedures and regulatioreyr failure to comply with those
procedures and regulations, could prevent us frakimg dividends and repatriating funds from ourr@sie operations, which could
adversely affect our financial condition. If we atgle to make dividends and repatriate funds fromCGhinese operations, these dividends
would be subject to U.S. corporate income tax.

The PRC currently provides for favorable tax rdtgscertain foreign-owned enterprises operatinggacified locations in the PRC
through 2012. We have established our PRC fadilisuch a tax-favored location. Should we fail thiave profitability while favorable tax
rates are in effect, or before our loss carryfodsan the PRC expire, it is possible that we wowtrealize the tax benefits to the extent
originally anticipated and this could adversely anpour operating results.

Economic, political and other risks associated witlinternational sales and operations could adverselgffect our net sales.

Part of our growth strategy involves making satefoteign corporations and delivering our produotacilities located in foreign
countries. To facilitate this process and to mieetiongterm projected demand for our products, we haveet manufacturing facility in t
PRC. Selling and manufacturing in foreign countsabjects us to additional risks not present withadomestic operations. We are operating
in business and regulatory environments in whicthase limited previous experience. We will needdatinue to overcome language and
cultural barriers to effectively conduct our opéras in these environments. In addition, the ecdeeraf the PRC and other countries have
been highly volatile in the past, resulting in sfigant fluctuations in local currencies and othestabilities. These instabilities affect a numr
of our customers and suppliers in addition to aueijn operations and continue to exist or may pagain in the future.
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International turmoil and the threat of future teist attacks, both domestically and internationdilave contributed to an uncertain
political and economic climate, both in the U.Sd giobally, and have negatively impacted the woittxeconomy. The occurrence of one or
more of these instabilities could adversely affaat foreign operations and some of our customessippliers, each of which could adversely
affect our net sales. In addition, our failure teenapplicable regulatory requirements or overcoutteiral barriers could result in production
delays and increased turn-around times, which wadicrsely affect our business.

Our international sales are subject to other risiduding regulatory risks, tariffs and other tedgarriers, timing and availability of
export licenses, political and economic instahjldifficulties in accounts receivable collectiodgficulties in managing distributors, lack of a
significant local sales presence, difficulties btaining governmental approvals, compliance wittide variety of complex foreign laws and
treaties and potentially adverse tax consequehtesldition, the U.S. or foreign countries may iempknt quotas, duties, taxes or other
charges or restrictions upon the importation orogtgtion of our products, leading to a reductiosates and profitability in that country.

Our operations could be disrupted by power outagesgiatural disasters or other factors.

Due to the geographic concentration of our manufawy operations and the operations of certainunfsaippliers, a disruption
resulting from equipment failure, power failuresatity control issues, human error, governmentrugsation or natural disasters, including
earthquakes like those that have struck Japarcentenonths, fires or floods, could interrupt denfiere with our manufacturing operations
and consequently harm our business, financial ¢immdand results of operations. Such disruptionaldi@ause significant delays in
shipments of our products and adversely affecoperating results.

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

We are subject to various and frequently changir® féderal, state and local and foreign governatdaivs and regulations relatil
to the protection of the environment, includingg@governing the discharge of pollutants into ihard water, the management and disposal
of hazardous substances and wastes, the cleamgptainminated sites and the maintenance of a sall@ce. In particular, some of our
manufacturing processes may require us to handlelispose of hazardous materials from time to tifoe.example, in the past our
manufacturing operations have used lead-basedrsoltiee assembly of our products. Today, we uad-feee soldering technologies in our
manufacturing processes, as this is required fodymts entering the European Union. We could iscilnstantial costs, including clean-up
costs, civil or criminal fines or sanctions anddhparty claims for property damage or personairinjas a result of violations of, or
noncompliance with, environmental laws and regafeti These laws and regulations also could regusite incur significant costs to remain
in compliance.

Our internal controls over financial reporting may not be effective, which could have a significant ahadverse effect on our business.

Section 404 of the Sarbanes-Oxley Act of 2002 aedtles and regulations of the SEC, which we ctilely refer to as
Section 404, require us to evaluate our internatrots over financial reporting to allow managenienteport on those internal controls as of
the end of each year. Effective internal controésreecessary for us to produce reliable finaneipbrts and are important in our effort to
prevent financial fraud. In the course of our Satd04 evaluations, we may identify conditions tinaty result in significant deficiencies or
material weaknesses and we may conclude that eaimemts, modifications or changes to our internatrots are necessary or desirable.
Implementing any such matters would divert therditbe of our management, could involve significaosts, and may negatively impact our
results of operations.

We note that there are inherent limitations oneffiectiveness of internal controls, as they capmevent collusion, management
override or failure of human judgment. If we failmaintain an effective system of internal contari$f management or our independent
registered public accounting firm were to discovetterial weaknesses in our internal controls, wg beaunable to produce reliable financial
reports or prevent fraud, and it could harm ouafficial condition and results of operations, reisudt loss of investor confidence and
negatively impact our stock price.
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If we do not effectively manage future growth, ouresources, systems and controls may be strained andr results of operations may
suffer.

We have in the past expanded our operations, lmtiedtically and internationally. Any future growttay strain our resources,
management information and telecommunication systamd operational and financial controls. To marfagure growth effectively,
including the expansion of volume in our manufaicfacility in the PRC, we must be able to imprarel expand our systems and controls.
We may not be able to do this in a timely or cd&ative manner, and our current systems and ctntnay not be adequate to support our
future operations. In addition, our officers haghatively limited experience in managing a rapigitpwing business or a public company. /
result, they may not be able to provide the guidamcessary to manage future growth or maintaurdunarket position. Any failure to
manage our growth or improve or expand our exissygiems and controls, or unexpected difficultiedaing so, could harm our business.

If we acquire other businesses or technologies ihe future, these acquisitions could disrupt our bugess and harm our operating
results and financial condition.

We will evaluate opportunities to acquire businessetechnologies that might complement our curpeaduct offerings or enhance
our technical capabilities. We have no experiencgcquiring other businesses or technologies. Aitips entail a number of risks that cc
adversely affect our business and operating resaottiiding, but not limited to:

difficulties in integrating the operations, techogikes or products of the acquired companies;

» the diversion of management’s time and attentiomfthe normal daily operations of the business;

» insufficient increases in net sales to offset insezl expenses associated with acquisitions orrachjcompanies;

« difficulties in retaining business relationshipgwsuppliers and customers of the acquired companie

» the overestimation of potential synergies or aydalaealizing those synergies;

« entering markets in which we have no or limitederignce and in which competitors have stronger etgyksitions; and

» the potential loss of key employees of the acquiadpanies.

Future acquisitions also could cause us to incht debe subject to contingent liabilities. In atlth, acquisitions could cause us to
issue equity securities that could dilute the owhigr percentages of our existing stockholders.Heunhore, acquisitions may result in mate
charges or adverse tax consequences, substamrecition, deferred compensation charges, in-gooesearch and development charges,
the amortization of amounts related to deferredistiased compensation expense and identifiabléhpaet intangible assets or impairment

of goodwill, any or all of which could negativel§fect our results of operations.

Our existing indebtedness and any future indebtedrss we incur could adversely affect our cash flow anprevent us from fulfilling our
financial obligations.

We have incurred debt under our revolving creditlitg and two term loans with Silicon Valley Banlkcurring debt could have
material consequences, such as:

*  requiring us to dedicate a portion of our cash ffoan operations and other capital resources to sketvice, thereby reducing
our ability to fund working capital, capital expétudes, and other cash requirements;

* increasing our vulnerability to adverse economid axalustry conditions;
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» limiting our flexibility in planning for, or reaatig to, changes and opportunities in, our businedsradustry, which may place
us at a competitive disadvantage; and

e limiting our ability to incur additional debt on @gptable terms, if at all.

Additionally, if we are unable to maintain liquiditevels, as defined in the credit agreement, arefwere to default under our credit
agreement and were unable to obtain a waiver i audefault, interest on the obligations wouldraeat an increased rate. In the case of a
default, the lenders could accelerate our obligatiender the credit agreement; however, acceleratilb be automatic in the case of
bankruptcy and insolvency events of default.

Additionally, to the extent we have made intercomplans to our subsidiaries and have pledged acts to the lenders under the
credit agreement, our subsidiaries would be redugay the amount of the intercompany loans édehders in the event we are in default
under the credit agreement. Any actions taken bydhders against us in the event we are in defiadler the credit agreement could harm
our financial condition. Finally, the credit fatylicontains certain restrictive covenants, inclgdimovisions restricting our ability to incur
additional indebtedness, guarantee certain obligaticreate or assume liens and pay dividends.

Our investment in an auction rate security is subjet to risks which may cause losses and affect thguidity of this investment.

We hold an investment in an auction rate secuhigy has failed, or may in the future fail, its aoict An auction failure means that
the parties wishing to sell their securities coudd do so. As a result of failed auctions, ourigbtb liquidate and fully recover the carrying
value of our investment in the near term may bédichor not exist. If the issuer of this investmantinable to close future auctions and its
credit rating deteriorates, we may in the futuredzpiired to record an impairment charge on thisstment. We also may be required to wait
until market stability is restored for this invesmnt or until the final maturity of the underlyingte (up to 30 years) to realize our investment’
cost value.
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USE OF PROCEEDS

We estimate that the net proceeds from the sateecgecurities offered pursuant to this prospeetilsbe approximately $9,565,00C
after deducting sales agent fees and the estinoffieihg expenses payable by us and assuming thael all of the shares offered hereun

We expect to use the net proceeds from this offefion general corporate purposes. Our managemdritavie significant flexibility
in applying the net proceeds of this offering. iUthie funds are used as described above, we inteimest the net proceeds from this
offering in interest-bearing, investment grade siées.

DILUTION

Our net tangible book value as of October 1, 2043 approximately $17,746,000, or $0.70 per shagetangible book value per
share is determined by dividing our total tangiésets, less total liabilities, by the number @freb of our common stock outstanding as of
October 1, 2011.

After giving effect to our sale of 3,086,420 shavésur Common Stock in this offering at an assuriéering price of $3.24 per
share (the last reported sale price of our comnmekson November 21, 2011) and after deductingestamated offering expenses payable by
us, our as adjusted net tangible book value ascadtfer 1, 2011 would have been approximately $2708D, or $0.96 per share. This
represents an immediate increase in net tangildk balue of $0.26 per share to existing stockhaderd immediate dilution in net tangible
book value of $2.28 per share to new investordgiaating in this offering at the offering priceh& following table illustrates this dilution on
a per share basis:

Assumed Offering price per she $ 3.24
Net tangible book value per share as of Octob2011 $ 0.7¢C
Increase per share attributable to new inve: 0.2¢€
As adjusted net tangible book value per share #itemoffering 0.9¢
Dilution per share to new investc $ 2.2¢

The above discussion and table are based on 26258hares of common stock issued and outstandinfj@ctober 1, 2011 and
exclude:

5,569,014 shares of common stock issuable upamrisgeof options outstanding as of October 1, 201 Which approximately
3,603,923 shares are exercisable; and

e 181,840 shares of common stock available for fuguasts under our stock option plans as of Octébe011.

To the extent that outstanding options or warranésexercised, you will experience further dilutionaddition, we may choose to raise
additional capital due to market conditions ortefgéc considerations even if we believe we havéaeaht funds for our current or future
operating plans. To the extent that additional tehjs raised through the sale of equity or conltatdebt securities, the issuance of these
securities could result in further dilution to atockholders.
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DESCRIPTION OF SECURITIES WE ARE OFFERING
In this offering, we are offering a maximum of $100,000 in aggregate value of shares of our comstmok, sold at market prices.
Common Stock

The material terms and provisions of our commonlstmd each other class of our securities thatfegggabr limits our common
stock are described under the caption “Descriptio@apital Stock” starting on page 2 of the acconyjrag prospectus. As of November 21,
2011, we had 25,646,182 shares of common stockanulisg.

PLAN OF DISTRIBUTION

We have entered into a Sales Agreement with Asean@apital Markets, LLC, or Ascendiant, under vahice may issue and sell
to $10,000,000 of shares of our common stock friome to time through Ascendiant as our sales agentder the terms of the sales
agreement, we may also sell shares to Ascendiampasacipal for its own account. Sales of the shaf common stock, if any, may be made
by any means of permitted by law and deemed tonatahe market” offering as defined in Rule 4¥3he Securities Act, including sales
made directly on the NASDAQ Global Market at mangBtes, market makers and such other sales aschgpon by us and Ascendiant. As
agent, Ascendiant will not engage in any transastibat stabilize our common stock.

Ascendiant, as agent, will use reasonable effortticit offers to purchase shares of our comniooksupon receipt of a notice frc
us specifying the number of shares to be sold aol sther matters as may be agreed upon by us scehdiant. Subject to the terms and
conditions of the Sales Agreement, Ascendiantug# reasonable efforts to sell on our behalf ahefdesignated shares of common stock
pursuant to the terms agreed to with us, includémms specifying a minimum price below which safes/ not be made. We or Ascendiant
may suspend the offering of shares of common gtgakotifying the other. The obligation of Ascendiander the Sales Agreement to sell
shares pursuant to any notice is subject to a nunfEnditions, which Ascendiant reserves thetrighwaive in its sole discretion.

Ascendiant, in its capacity as agent, may arrangerfmake sales in privately negotiated transastiat the market in the existing
trading market for our common stock, including sateade to or through a market maker or througHematrenic communications network, or
in any other manner that is intended to be deeméeé &an “at the market” offering as defined in R4l®& promulgated under the Securities
Act and/or any other method permitted by law.

We will pay Ascendiant a commission equal to 3.5%he gross sales price of any such shares sadddrit as agent, as set forth in
the sales agreement. We have also agreed to redmBgcendiant for certain of its out-of-pocket enges, including reasonable fees and
expenses of its outside counsel up to a maximu#B5f000 and $50,000 for Ascendiant’s due diligeiees and expenses, subject to
compliance with FINRA Rule 5110(f)(2)(D). The saf@®ceeds, after deducting any commissions andnsgsepayable by us, will equal our
net proceeds for the sale of the shares. After paymof the commission to Ascendiant, and the paymeexpenses of the offering which we
estimate to be approximately $85,000, the net gae¢o us of the offering will be approximately 585,000 if the aggregate amount of
shares are sold.

Settlement for sales of common stock will occuttlmmthird business day following the date on wtdoly sales are made in return
payment of the net proceeds to us. There is nogeraent for funds to be received in an escrowt tusimilar arrangement.

Unless otherwise required, we will report at lepsarterly the number of shares of common stock $ottligh Ascendiant, as agent,
in at-the-market offerings, the net proceeds tangthe compensation paid by us to Ascendiantrimection with such sales of common
stock.

During each period beginning with the date of aatiae by us to sell shares of our common stockeartting after the close of
business on the purchase date for the sharesmeéstén the notice, we will notify Ascendiant atide three business days before we offer,
issue, contract to sell, contract to issue or etisr dispose of, directly or indirectly, any otlstiares of common stock or any securities
exercisable, exchangeable or convertible into comatock, subject to limited exceptions.

The offering of common stock pursuant to the satggement will terminate upon the earliest of @vimber 21, 2013 and (ii) the
termination of the sales agreement in accordantteitsiterms by either Ascendiant or us.
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In connection with the sale of the common stoclebeder, Ascendiant may be deemed to be an “underiwvithin the meaning of
the Securities Act, and the compensation paid teAdiant may be deemed to be underwriting commissio discounts. We have agreed to
provide indemnification and contribution to Ascesmati against certain civil liabilities, includingbilities under the Securities Act.

Ascendiant may engage in transactions with, orgoerfother services for, us in the ordinary courfSleusiness. To the extent
prohibited by Regulation M, Ascendiant will not exgg in any market making activities involving oomamon stock while the offering is
ongoing under this prospectus supplement.

The transfer agent for our common stock is Comghtme Trust Company, N.A. Its address is 250 RStetet, Canton, MA,
02021, and its telephone number is (781) 575-2000.

Our common stock is listed on the NASDAQ Global kdrunder the symbol “NLST.”
LEGAL MATTERS

The validity of the securities offered by this grestus supplement will be passed upon for us byristor & Foerster LLP, San
Diego, California. Ellenoff Grossman & Schole LU®ew York, New York is acting as counsel for theesahgent in connection with certain
matters related to the securities offered hereby.

EXPERTS

The consolidated financial statements of Netlist, nd its subsidiaries included in the Compadyisual Report on Form 10-K for
the year ended January 1, 2011 have been audit&yCorbin & Company LLP, an independent regisdguablic accounting firm, as
stated in their report which is incorporated byerefice herein, and has been so incorporated amoeliupon such report and upon the
authority of such firm as experts in accounting auaditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports arakyp statements and other information with the SEQu may read and copy any
document that we file at the SEC’s Public ReferdRoem at 100 F Street, N.E., Washington, D.C. 20P4€ase call the SEC at 1-800-SEC-
0330 for further information on the Public Referefoom. Our SEC filings are also available on thE€'S web site at http://www.sec.gov.
Copies of certain information filed by us with t8&C are also available on our web site at http:fiwnetlist.com. We have not incorporated
by reference into this prospectus the informatioroor website, and you should not consider it ta part of this document.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference”ittiermation we file with them. This means that @an disclose important
information to you in this prospectus supplementdfgrring you to those documents. These incotpdrdocuments contain important
business and financial information about us thabisincluded in or delivered with this prospecsupplement or the prospectus. The
information incorporated by reference is considdoebe part of this prospectus supplement and padgp, and later information filed with
the SEC will update and supersede this information.

We incorporate by reference the documents listéalbas well as any future filings made with the St@ler Sections 13(a), 13(c),
14 or 15(d) of the Securities and Exchange Act3#4] as amended, from the date of this prospeaiyseament to the completion of all
offerings of the particular securities offered histprospectus supplement, except that we do rotporate any document or portion of a
document that is “furnished” to the SEC, but na¢rded “filed.” The following documents filed with the SEC are irmmrated by reference
this prospectus supplement:

e our Annual Report on Form 10-K for the year endmaudry 1, 2011;

* our Quarterly Reports on Form 10-Q for the quarterded April 2, July 2 and October 1, 2011,
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e our Current Reports on Form 8-K filed on June 3,2Qune 14, 2011, October 11, 2011 and NovemhetQi4L;
» our definitive Proxy Statement for our Annual Meegtiof Stockholders held on June 1, 2011; and

» the description of our common stock contained inRegistration Statement on Form 8-A filed with 8 C on November 27,
2006, including any amendments or reports filedlierpurpose of updating such description.

We will provide without charge to each person,udihg any beneficial owner, to whom a prospectudels/ered, on written or oral
request of that person, a copy of any or all ofdbeuments we are incorporating by reference mtogrospectus supplement, other than
exhibits to those documents unless such exhibitspecifically incorporated by reference into thdseuments. Such written requests should
be addressed to:

Netlist, Inc.
51 Discovery, Suite 150
Irvine, California 92618
Attention: Gail Sasaki
You may direct telephone requests to Gail SasakiChief Financial Officer, at (949) 474-4300.
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PROSPECTUS

NETLIST, INC.

$40,000,000
COMMON STOCK
PREFERRED STOCK
WARRANTS
UNITS

We may offer and sell from time to time the abogewsities in one or more classes, in one or margstctions, separately or toge
in any combination and as separate series, antduiats, at prices and on terms that we will deteenait the times of the offerings. We may
also offer any of these securities that may beaislguupon the conversion, exercise or exchangeedééiped stock or warrants. The aggregate
initial offering price of the securities that we ynaffer through this prospectus will be up to $4mMO0.

We will provide specific terms of any offering ingplements to this prospectus, which we will deliegether with the prospectus
the time of sale. The supplements may add, updateamge information contained in this prospectimi should read this prospectus and
prospectus supplement carefully before you invésiis prospectus may not be used to offer andssellrities unless accompanied by a
prospectus supplement.

We may offer the securities independently or togeth any combination for sale directly to purchaséhrough one or more
underwriters, dealers or agents, or through undéngrsyndicates managed or co-managed by one o mmuderwriters, to be designated at a
future date, on a continuous or delayed basis.

Our common stock is listed on the NASDAQ Global kMerunder the symbol “NLST.” On September 29, 2Qhé last reported
sale price of our common stock was $1.28 per share.

On September 29, 2011, the aggregate market valmer outstanding common stock held by non-affdsatvas $25,812,796. We
have not previously offered pursuant to Generdtliction 1.B.6. of Form S any securities during the prior twelve calendanth period the
ends on, and includes, the date of this prospectus.

Investing in our securities involves risks. Risks gsociated with an investment in our securities wilbe described in the applicable
prospectus supplement and certain of our filings win the Securities and Exchange Commission, as degmed under the caption “Risk
Factors” on page 1 of this prospectus.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR
COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is October 18, 2011.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration staterttaattwe filed with the U.S. Securities and Excha@@mmission, or SEC, using a “shelf”
registration process. Under this shelf registrafioocess, we may, from time to time, sell the séesror combinations of the securities
described in this prospectus in one or more offgrim amounts that we will determine from timeitod. For further information about our
business and the securities, you should refergadbistration statement containing this prospeatusits exhibits. The exhibits to our
registration statement contain the full text ofta&r contracts and other important documents we lsammarized in this prospectus. Since
these summaries may not contain all the informatian you may find important in deciding whetheptochase the securities we offer, you
should review the full text of these documents. Niee filed and plan to continue to file other doemts with the SEC that contain
information about us and our business. Also, wefilé legal documents that control the termstod securities offered by this prospectus as
exhibits to the reports we file by the SEC. Theasggtion statement and other reports can be adaiom the SEC as indicated under the
heading “Where You Can Find More Information.”

This prospectus provides you with a general desonipf the securities that we may offer. Each tineoffer securities pursuant to this
prospectus, we will provide a prospectus supplerardtor other offering material that will contajmesific information about the terms of t
offering. When we refer to a “prospectus suppleniem¢ are also referring to any free writing prospsaiuother offering material authoriz
by us. The prospectus supplement may also addteipdahange information contained in this prospeclf there is any inconsistency
between the information in this prospectus andagh@icable prospectus supplement, you should nelthe information in the prospectus
supplement or incorporated information having arlate. You should read this prospectus and avgppctus supplement together with
additional information described under the headipere You Can Find More Information.”

You should rely only on the information providedtls prospectus, in any prospectus supplememtnpiother offering material that we
authorize, including the information incorporatgdrbference. We have not authorized anyone to gdeoyou with different information. You
should not assume that the information in this pectus, any supplement to this prospectus, or trer offering material that we authorize
accurate at any date other than the date indicatéde cover page of these documents or the ddte gtatement contained in any
incorporated documents, respectively. This prospeistnot an offer to sell or a solicitation ofaffer to buy any securities other than the
securities referred to in the prospectus supplenidmig prospectus is not an offer to sell or actaliion of an offer to buy such securities in
any circumstances in which such offer or soliaitatis unlawful. You should not interpret the detivef this prospectus, or any sale of
securities, as an indication that there has beahange in our affairs since the date of this peosis. You should also be aware that
information in this prospectus may change aftes tlite. The information contained in this prospeotua prospectus supplement or
amendment, or incorporated herein or therein bgresfce, is accurate only as of the date of thisg@ctus or prospectus supplement or
amendment, as applicable, regardless of the tindelofery of this prospectus or prospectus suppieroeamendment, as applicable, or of
any sale of the shares. Unless the context otBerwiquires, in this prospectus “Netlist,” “we,’s;uand “our” refer to Netlist, Inc. and its
consolidated subsidiaries.




ABOUT NETLIST, INC.

We design, manufacture and sell high performamgggibased memory subsystems for the datacentegrsand high performance
computing and communications markets. Our memadpgystems consist of combinations of dynamic randoogss memory integrated
circuits ("DRAM ICs”), NAND flash memory (“NAND”"),application-specific integrated circuits and otbemponents assembled on printed
circuit boards. We primarily market and sell omgucts to leading original equipment manufactetestomers. Our solutions are targeted at
applications where memory plays a key role in nmgesiystem performance requirements. We levergugetfolio of proprietary technologies
and design techniques, including efficient plaresign, alternative packaging techniques and custmiconductor logic, to deliver memory
subsystems with high memory density, small formidgdigh signal integrity, attractive thermal cheteristics and low cost per bit.

Our principal executive offices are located at 54cbvery, Suite 150, Irvine, California 92618 ana telephone number at that address
is (949) 435-0025.

RISK FACTORS

Investing in our securities involves risk. Beforaking an investment decision, you should carefedigsider the risks described under
the heading “Risk Factors” contained in the appliegrospectus supplement and any related fre@grospectus and in our most recent
Annual Report on Form 10-K and subsequent QuarRelyorts on Form 10-Q, together with all of theeotimformation appearing in, or
incorporated by reference into, this prospectusaarydapplicable prospectus supplement. These cilisl materially and adversely affect
business, results of operations and financial cmrdand could result in a partial or complete losgour investment. Additional risks not
presently known to us or that we currently beliave immaterial may also significantly impair ouismess operations and financial
condition. See “Where You Can Find More Informatfo

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the applicable prospectus sopgpit includes and incorporates by reference “faivi@oking statements.” We
intend these forward-looking statements to be axléry the safe harbor provisions for forward-logkstatements contained in the Private
Securities Litigation Reform Act of 1995. Words Buas “anticipate,” “estimate,” “expect,” “projectiihtend,” “may,” “plan,” “predict,”
“believe,” “should” and similar words or expresssoare intended to identify forward-looking statetserinvestors should not place undue
reliance on forward-looking statements. All forwdodking statements reflect the present expectaifdature events of our management and
are subject to known and unknown risks, unceresrdind assumptions that could cause actual réswifer materially from those described
in any forward-looking statements. These factobrésks include, but are not limited to, continuohgvelopment, qualification and volume
production of EXPRESSvault™, NVvault™ and HyperQ&Y; the rapidly-changing nature of technology; sisissociated with intellectual
property, including the costs and unpredictabibityitigation over infringement of our intellectuptoperty and the possibility of our patents
being reexamined by the United States Patent aadefmark Office; volatility in the pricing of DRAMOs and NAND; changes in and
uncertainty of customer acceptance of, and demamafir existing products and products under dgrakmnt, including uncertainty of and/or
delays in product orders and product qualificatialedays in our and our customers’ product releasésdevelopment; introductions of new
products by competitors; changes in end-user derfmartdchnology solutions; our ability to attractdaretain skilled personnel; our reliance
on suppliers of critical components and vendoth@supply chain; fluctuations in the market poaéeritical components; evolving industry
standards; the political and regulatory environnierthe People’s Republic of China; and other intgnair factors that we discuss in greater
detail under the heading “Risk Factors” contairrethie applicable prospectus supplement and antecefeee writing prospectus, and in our
most recent annual report on Form 10-K and in oostmecent quarterly report on Form 10-Q, as welmy amendments thereto reflected in
subsequent filings with the SEC. Given these rigksgrtainties and other important factors, yowsthaot place undue reliance on these
forward-looking statements. You should carefullgddooth this prospectus, the applicable prospextpplement and any related free writing
prospectus, together with the information incorpedaherein by reference as described under thargeddhere You Can Find Additional
Information,” completely and with the understandihgt our actual future results may be materiaifiecent from what we expect.

These forward-looking statements represent oumastis and assumptions only as of the date madeundéstake no duty to update
these forward-looking statements after the datlisfprospectus, except as required by law, evengih our situation may change in the
future. We qualify all of our forward-looking statents by these cautionary statements.
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USE OF PROCEEDS

Unless we inform you otherwise in the prospectympment, we expect to use the net proceeds fremsale of the securities for
capital expenditures, working capital and otheregahcorporate purposes. Pending any specifiacgijun, we may initially invest the net
proceeds in short-term marketable securities.

We have not determined the amounts we plan to spertkde areas listed above or the timing of thepemrditures. As a result, our
management will have broad discretion to allochgertet proceeds of any offering.

SECURITIES WE MAY OFFER
We may issue from time to time, in one or more rirfigs the following securities:
»  shares of common stock;
» shares of preferred stock;
e warrants exercisable for common stock or prefestedk; and
e units of common stock, preferred stock or warraintgny combination.

This prospectus contains a summary of the matgeiaéral terms of the various securities that we affgr. The specific terms of the
securities will be described in a prospectus supgtd, information incorporated by reference, oe frgiting prospectus, which may be in
addition to or different from the general terms suamized in this prospectus. Where applicable, thegectus supplement, information
incorporated by reference or free writing prospsetill also describe any material United Stategfatincome tax considerations relating to
the securities offered and indicate whether therities offered are or will be listed on any setias exchange. The summaries contained in
this prospectus and in any prospectus supplemefdsmation incorporated by reference or free wgtprospectus may not contain all of the
information that you would find useful. Accordinglyou should read the actual documents relatirantosecurities sold pursuant to this
prospectus. See “Available Information” and “Incorgtion of Certain Information by Reference” fofarmation about how to obtain copies
of those documents.

The terms of any particular offering, the initidfesing price and the net proceeds to us will betamed in the prospectus supplement,
information incorporated by reference or free wgtprospectus, relating to such offering.

DESCRIPTION OF CAPITAL STOCK

Our Restated Certificate of Incorporation provitiest we are authorized to issue 100,000,000 sldrespital stock. Our authorized
capital stock is comprised of 90,000,000 shareofmon stock, $0.001 par value per share, and Q@O0 shares of preferred stock, par
value $0.001 per share.

The following description is a summary of the mielerms of our capital stock and certain provisiof our Restated Certificate of
Incorporation and Amended and Restated Bylawss dascription does not purport to be complete.ifformation on how you can obtain
our Restated Certificate of Incorporation and Anezhdnd Restated Bylaws, see “Where You Can Finc&eNMdormation.”

Common Stock
We are authorized to issue up to 90,000,000 shudrasr common stock, par value $0.001 per share.

The holders of our common stock are entitled tomte for each share held of record on all matatsnitted to a vote of the
stockholders. Our stockholders do not have cunudatoting rights in the election of directors. Aatimgly, holders of a majority of the
shares voting are able to elect all of our directdBubject to preferences that may apply to aey tutstanding shares of preferred stock, the
holders of outstanding shares of our common stoeleatitled to receive dividends out of assetsllgg&ailable for distribution at the times
and in the amounts, if any, that our board of doecmay determine from time to time. In the evanbur liquidation, dissolution or winding
up, subject to the rights of each series of oufgpred stock, which may, from time to time comeiekistence, holders of our common stock
are entitled to share ratably in all of our assetsaining after we pay our liabilities. Holdersaafr common stock have no preemptive or o
subscription or conversion rights. Our common stieakot redeemable and there are no sinking fuodigions applicable to our common
stock.




Preferred Stock

Our board of directors is authorized, subjectnatktions imposed by Delaware law, to issue upa®Q00,000 shares of preferred stock,
par value $0.001 per share, in one or more semésout stockholder approval. Our Board of Diresta authorized to fix the number of
shares of preferred stock and to determine ordisg &s no shares of such series are then outstgratiar for each such series, such voting
powers, full or limited, or no voting powers, anetk designations, preferences, and relative, fjgatiog, optional, or other rights and such
qualifications, limitations, or restrictions thefeas shall be stated and expressed in the resolatiresolutions adopted by the Board of
Directors providing for the issuance of such sharesas may be permitted by Delaware General CatiporLaw. The rights, privileges,
preferences and restrictions of any such additiseaés may be subordinated payi passuwith, or senior to any of those of any present or
future class or series of our capital stock. Ouaf8aof Directors is also authorized to decreasatimber of shares of any series, prior or
subsequent to the issue of that series, but notwbisle number of shares of such series then oulisiginin case the number of shares of any
series shall be so decreased, the shares comsfituty decrease shall resume the status whichhiprior to the adoption of the resolution
originally fixing the number of shares of such esri

This section describes the general terms and pom&®f our preferred stock. The applicable prospesupplement will describe the
specific terms of any shares of preferred stockreff through that prospectus supplement, as walhpageneral terms described in this
section that will not apply to those shares of gnefd stock. We will file a copy of the certificaiEdesignation that contains the terms of each
new series of preferred stock with the SEC each tim issue a new series of preferred stock. Eatificate of designation will establish the
number of shares included in a designated sergdidathe designation, powers, privileges, prefeesand rights of the shares of each series
as well as any applicable qualifications, limitagoor restrictions. You should refer to the apjtlieacertificate of designation as well as our
Restated Certificate of Incorporation before dewdio buy shares of our preferred stock as destiibthe applicable prospectus supplement.

Anti-Takeover Provisions of Delaware Law and Charte Provisions
Interested Stockholder Transactions

We are subject to Section 203 of the General Catjmr Law of the State of Delaware, which prohikit®elaware corporation from
engaging in any “business combination” with anytémested stockholder” for a period of three yeéter ahe date that such stockholder
became an interested stockholder, with the follgvérceptions:

* before such date, the board of directors of theam@tion approved either the business combinatidheotransaction that resulted
in the stockholder becoming an interested holder;

 upon consummation of the transaction that resiiltékde stockholder becoming an interested stocldroltie interested
stockholder owned at least 85% of the voting stafche corporation outstanding at the time thedaation began, excluding,
for purposes of determining the number of sharéstanding, those shares owned by persons who i@etatis and also office
and by employee stock plans in which employee gipgtints do not have the right to determine contfidéy whether shares
held subject to the plan will be tendered in a ézrat exchange offer; or

* on or after such date, the business combinatiappsoved by the board of directors and authorizeshannual or special meeti
of the stockholders, and not by written consentthigyaffirmative vote of at least 66 2/3% of theéstanding voting stock that
not owned by the interested stockholder.

Section 203 defines “business combination” to idelthe following:

* any merger or consolidation involving the corparatand the interested stockholder;

* any sale, lease, exchange, mortgage, pledge, éramsbther disposition of 10% or more of the asséthe corporation involving
the interested stockholder;

* subject to certain exceptions, any transactionrématlts in the issuance or transfer by the cotmraf any stock of the
corporation to the interested stockholder;

* any transaction involving the corporation that tieseffect of increasing the proportionate sharthefstock or any class or series
of the corporation beneficially owned by the inttesl stockholder; or
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* the receipt by the interested stockholder of theelieof any loans, advances, guarantees, pledgether financial benefits by or
through the corporation.

In general, Section 203 defines “interested stolddrd as an entity or person beneficially owning 15% arenof the outstanding votil
stock of the corporation or any entity or persdiliaffed with or controlling or controlled by suahmtity or person.

Certificate of Incorporation and Bylaws

Provisions in our Restated Certificate of Incorpioraand Amended and Restated Bylaws may haveftbet ®f discouraging certain
transactions that may result in a change in confrour company. Some of these provisions provide stockholders cannot act by written
consent and impose advance notice requirementpranddures with respect to stockholder proposalstadmnomination of candidates for
election as directors. Our Restated Certificatmobrporation allows us to issue shares of prefesteck (see “Blank Check Preferred Stgck”
or common stock without any action by stockhold@usr directors and our officers are indemnifiedusyto the fullest extent permitted by
applicable law pursuant to our Restated Certifichtecorporation. Our Board of Directors is exgsly authorized to make, alter or repeal
Amended and Restated Bylaws. These provisionsmake it more difficult for stockholders to take sifie corporate actions and may make
it more difficult or discourage an attempt to ohtadntrol of the Company by means of a proxy cdanteader offer, merger or otherwise.

Blank Check Preferred Stock
Our Restated Certificate of Incorporation authasiaar Board of Directors to approve the issuanagpab 10,000,000 shares of
preferred stock, without further approval of theckholders, and to determine the rights and praferg of any series of preferred stock. The
Board could issue one or more series of preferi@zksvith voting, conversion, dividend, liquidation other rights that would adversely
affect the voting power and ownership interestaltibrs of our common stock. This authority may héneeeffect of deterring hostile
takeovers, delaying or preventing a change in obatrd discouraging bids for our common stock piteanium over the market price.
DESCRIPTION OF WARRANTS
We may issue warrants to purchase common stocferped stock or other securities described in phéspectus. We may issue
warrants independently or as part of a unit witheotsecurities. Warrants sold with other securéiga unit may be attached to or separate
from the other securities. The prospectus supplénedating to any warrants we are offering will delse specific terms relating to the
offering, including a description of any other seties sold together with the warrants. These tewitisnclude some or all of the following:
* the title of the warrants;
« the aggregate number of warrants offered;

« the price or prices at which the warrants will sguied;

* the designation, number and terms of any commarkstweferred stock or other securities purchasapts exercise of the
warrants and procedures by which those numbersbmaygljusted;

« the exercise price of the warrants, including amvisions for changes or adjustments to the exeqmike, and terms relating to
the currency in which such price is payable;

« the dates or periods during which the warranteaegcisable;
« the designation and terms of any securities witickvthe warrants are issued as a unit;

« if the warrants are issued as a unit with anotbeusty, the date on or after which the warrants tie other security will be
separately transferable;

e any minimum or maximum amount of warrants that fb@yexercised at any one time;
* any terms relating to the modification of the watsa

+ a discussion of material federal income tax consiitens, if applicable; and
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* any other terms of the warrants and any other gexisold together with the warrants, includingt bot limited to, the terms,
procedures and limitations relating to the traradfdity, exchange, exercise or redemption of theraras.

The applicable prospectus supplement will desdhbespecific terms of any warrant units.

The descriptions of the warrants in this prospeatu$in any prospectus supplement are summarid® ohaterial provisions of the
applicable warrant agreements. These descriptiomotrestate those agreements in their entiredydamnot contain all of the information t
you may find useful. We urge you to read the ajgjplie agreements because they, and not the sumpdefase many of your rights i
holders of the warrants or any warrant units. Forarinformation, please review the form of the valet agreements, which will be filed with
the SEC promptly after the offering of warrantsaarrant units and will be available as describedenrthe heading “Where You Can Find
More Information.”

DESCRIPTION OF UNITS
As specified in the applicable prospectus supplénves may issue units comprised of one or mordefather securities described in

this prospectus in any combination. Each unit béllissued so that the holder of the unit is aledhibider of each security included in the L
Thus, the holder of a unit will have the rights aridigations of a holder of each included secufitye prospectus supplement will describe:

« the designation and terms of the units and of goaisties comprising the units, including whethed ander what circumstances
securities comprising the units may be held orsi@med separately;

* a description of the terms of any unit agreemenegtng the units;

» a description of the provisions for the paymertt|ement, transfer or exchange of the units;
+ a discussion of material federal income tax consiilens, if applicable; and

» whether the units will be issued in fully regiseb@ global form.

The descriptions of the units and any applicabl#eulying security or pledge arrangements in thaspectus and in any prospectus
supplement are summaries of the material provisidiise applicable agreements. These descriptionmtirestate those agreements in their
entirety and may not contain all the informatioattiiou may find useful. We urge you to read thdiepple agreements because they, and not
the summaries, define many of your rights as heldéthe units. For more information, please reviea/form of the relevant agreements,
which will be filed with the SEC promptly after tloéfering of units and will be available as desedhunder the heading “Where You Can
Find More Information.”

PLAN OF DISTRIBUTION

We may sell the securities from time to time purdua underwritten public offerings, negotiatechactions, block trades or a
combination of these methods. We may sell the #@zsuto or through underwriters or dealers, thtoagents, or directly to one or more
purchasers.

We may distribute securities from time to time imear more transactions:

» at afixed price or prices, which may be changed;

» at market prices prevailing at the time of sale;

» at prices related to such prevailing market prices;

e at negotiated prices.

Unless stated otherwise in the applicable prosgesipplement, the obligations of any underwritguuchase securities will be
subject to certain conditions, and an underwritdérive obligated to purchase all of the applicatdeurities if any are purchased. If a dealer is

used in a sale, we may sell the securities to aded as principal. The dealer may then reselséwairities to the public at varying prices to be
determined by the dealer at the time of resale.




We or our agents may solicit offers to purchaseisees from time to time. Unless stated otherwisthe applicable prospectus
supplement, any agent will be acting on a best&ftoasis for the period of its appointment.

In connection with the sale of securities, undeievsi or agents may receive compensation (in thra fdrdiscounts, concessions or
commissions) from us or from purchasers of seagifor whom they may act as agents. Underwritesssal securities to or through deale
and such dealers may receive compensation in thedbdiscounts, concessions or commissions fragrutiderwriters and/or commissions
from the purchasers for whom they may act as agemiserwriters, dealers and agents that particippatiee distribution of securities may be
deemed to be underwriters, as that term is defimétte Securities Act of 1933, as amended (the ti8ges Act”), and any discounts or
commissions received by them from us and any profitthe resale of the securities by them may bendd to be underwriting discounts and
commissions under the Securities Act. We will idfgrany such underwriter or agent, and we will dédseany compensation paid to them, in
the related prospectus supplement.

Underwriters, dealers and agents may be entitleléagreements with us to indemnification against@ontribution toward certain
civil liabilities, including liabilities under th&ecurities Act.

If stated in the applicable prospectus supplemeatwill authorize agents and underwriters to sbbfiers by certain specified
institutions or other persons to purchase secsaritighe public offering price set forth in the gectus supplement under delayed delivery
contracts providing for payment and delivery ompacified date in the future. Institutions with whithese contracts may be made include
commercial and savings banks, insurance compgreesjon funds, investment companies, educatioratharitable institutions, and other
institutions, but shall in all cases be subjeatdo approval. These contracts will be subject @althose conditions set forth in the applicable
prospectus supplement and the applicable prospsepmement will set forth the commission payablesplicitation of these contracts. The
obligations of any purchaser under any such contvdicbe subject to the condition that the puraha$the securities shall not be prohibite
the time of delivery under the laws of the juridiin to which the purchaser is subject. The undéews and other agents will not have any
responsibility in respect of the validity or perfaince of these contracts.

The securities may or may not be listed on a natisecurities exchange or traded in the over-theysy market, as set forth in the
applicable prospectus supplement. No assuranckecgiven as to the liquidity of the trading marfa@tany of our securities. Any
underwriter may make a market in these securitié®vever, no underwriter will be obligated to dg and any underwriter may discontinue
any market making at any time, without prior notice

If underwriters or dealers are used in the sal8l tine distribution of the securities is complet&EC rules may limit the ability of
any underwriters and selling group members to bichhd purchase the securities. As an exceptitimetse rules, representatives of any
underwriters are permitted to engage in certaimstations that stabilize the price of the secwifidhese transactions may consist of bids or
purchases for the purpose of pegging, fixing omtaaning the price of the securities. If the undeteys create a short position in the
applicable securities in connection with any ofigr{in other words, if they sell more securitiearttare set forth on the cover page of the
applicable prospectus supplement) the represeasati’the underwriters may reduce that short peshiy purchasing securities in the open
market. The representatives of the underwriters aisy elect to reduce any short position by exergiall or part of any over-allotment
option we may grant to the underwriters, as deedrih the prospectus supplement. The represergaiivite underwriters may also impose a
penalty bid on certain underwriters and sellingugronembers. This means that if the representapiveshase securities in the open market to
reduce the underwritershort position or to stabilize the price of thewsétes, they may reclaim the amount of the selliogcession from tr
underwriters and selling group members who soldélshares as part of the offering.

In general, purchases of a security for the purpbstabilization or to reduce a short positionldatause the price of the security to
be higher than it might be in the absence of tlpasehases. The imposition of a penalty bid migbb &lave an effect on the price of the
securities to the extent that it discourages resafi¢he securities. The transactions describegteabtay have the effect of causing the price of
the securities to be higher than it would otheniise If commenced, the representatives of the witers may discontinue any of the
transactions at any time. In addition, the repreéves of any underwriters may determine notigagye in those transactions or that those
transactions, once commenced, may be discontinitedwt notice.

Certain of the underwriters or agents and theioc@ases may engage in transactions with and perémmvices for us or our affiliates
in the ordinary course of their respective busiasss

In no event will the commission or discount recdily any Financial Industry Regulatory Authoritf-([NRA"”) member or
independent broker-dealer participating in a disttion of securities exceed eight percent of trgregate principal amount of the offering of
securities in which that FINRA member or independeoker-dealer participates.
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LEGAL MATTERS
Morrison & Foerster LLP, San Diego, California, lmessed upon the validity of the securities toffered pursuant to this prospectus.
EXPERTS

The consolidated financial statements of Netlist, bnd its subsidiaries included in the Compa#dyisual Report on Form 10-K for
the year ended January 1, 2011 have been audit&®ByCorbin & Company LLP, an independent regisdguablic accounting firm, as
stated in their report which is incorporated byerefice herein, and has been so incorporated amoeliupon such report and upon the
authority of such firm as experts in accounting anditing.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference”ittiermation we file with them. This means that @an disclose important
information to you in this prospectus by referrimau to those documents. These incorporated docisneentain important business and
financial information about us that is not includedr delivered with this prospectus. The infotima incorporated by reference is consid
to be part of this prospectus, and later infornrafited with the SEC will update and supersede itifisrmation.

We incorporate by reference the documents listéolbas well as any future filings made with the Sit@ler Sections 13(a), 13(c),
14 or 15(d) of the Securities and Exchange Acta#4] as amended, from the date of the initial tegfion statement and prior to the
effectiveness of this registration statement, andféings made after the date of this prospectudl we sell all of the securities under this
prospectus, except that we do not incorporate aoyment or portion of a document that is “furnishiedthe SEC, but not deemed
“filed.” The following documents filed with the ®Eare incorporated by reference in this prospectus:

e our Annual Report on Form 10-K for the year endanuiary 1, 2011;

e our Quarterly Reports on Form 10-Q for the quartéeded April 2 and July 2, 2011;

» our Current Reports on Form 8-K filed on June 3, 228nd June 14, 2011;

» our definitive Proxy Statement for our Annual Maeetiof Stockholders held on June 1, 2011; and

» the description of our common stock contained inRegistration Statement on Form 8-A filed with SC on November 27,
2006, including any amendments or reports filedHierpurpose of updating such description.

We will provide without charge to each person,udihg any beneficial owner, to whom a prospectudels/ered, on written or oral
request of that person, a copy of any or all ofdbeuments we are incorporating by reference tmtogrospectus, other than exhibits to those
documents unless such exhibits are specificallgriparated by reference into those documents. @Switten requests should be addressed to:

Netlist, Inc.
51 Discovery, Suite 150
Irvine, California 92618
Attention: Gail Sasaki

You may direct telephone requests to Gail SasakiChief Financial Officer, at (949) 474-4300.
WHERE YOU CAN FIND MORE INFORMATION
We file annual, quarterly and current reports arakyp statements and other information with the SEQu may read and copy any
document that we file at the SEC’s Public ReferdRoem at 100 F Street, N.E., Washington, D.C. 20®4&ase call the SEC at 1-800-SEC-
0330 for further information on the Public Referef®oom. Our SEC filings are also available on tAE'S web site at http://www.sec.gov.
Copies of certain information filed by us with t8&C are also available on our web site at http:fiwnetlist.com. We have not incorporated
by reference into this prospectus the informatioroor website, and you should not consider it ta part of this document.
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