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

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

NETLIST, INC.

1,098,902 Shares of Common Stock
Warrants to Purchase 1,098,902 Shares of Common $to
1,098,902 Shares of Common Stock Underlying the Wiamnts

We are offering directly to investors up to 1,092 %hares of our common stock and warrants to psechip to 1,098,902 shares of our
common stock in this offering (and the shares oficmn stock issuable from time to time upon exerofshese warrants) pursuant to a
securities purchase agreement, dated July 17, 2Ba8h share of common stock we sell in the ofeviill be accompanied by a warrant to
purchase up to one share of common stock at agisgqirice of $1.00 per share. Each share of camstoxk and accompanying warrant
will be sold at a negotiated price of $0.91. Thares of common stock and warrants will be issepdusately but can only be purchased
together in this offering.

Our common stock is listed on the NASDAQ Global karunder the symbol “NLST.” As of the date of thimspectus supplement,
the aggregate market value of our outstanding camstack held by non-affiliates was approximateB4$607,537 , based on 30,459,591
shares of outstanding common stock, of which L@ are held by non-affiliates, and a per shaoe pf $1.01, which was based on the
closing sale price of our common stock on the NAED&Iobal Market on July 16, 2013. We have not @ffieany securities pursuant to
General Instruction 1.B.6. of Form S-3 during thip12 calendar month period that ends on andides the date of this prospectus
supplement.

Investing in our securities involves a high degreef risk. Before deciding whether to invest in our
securities, you should review carefully the risksad uncertainties described under the heading “Riskactors”
on page S-7 of this prospectus supplement. This @mpectus supplement should be read in conjunction thi and
may not be delivered or utilized without the prospetus dated October 18, 2011.

We have not engaged an underwriter, placement agexvisor to arrange the purchase or sale obatye securities offered
hereunder. We estimate the expenses of this offevith be approximately $40,000. Delivery of thleares of common stock and warrants is
expected to be made on or about July 19, 2013esutg customary closing conditions.

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 omplete. Any representation to
the contrary is a criminal offense.

The date of this prospectus supplement is July 12013.
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No dealer, salesperson or other person is authbtizgive any information or to represent anythiieg contained in this prospectus
supplement or the accompanying prospectus. You nuigely on any unauthorized information or repreations. This prospectus
supplement and the accompanying prospectus arffaartmsell 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 curl
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 supplerteitwill contain specific information about thertes of that offering, including the price,
the amount of securities being offered and the pfaistribution. The shelf registration statemeats filed with the SEC on October 18, 2(
and was declared effective by the SEC on Novem8g2Q11. This prospectus supplement describeptwfe details regarding this offeril
and may add, update or change information contdaiméte accompanying prospectus. The accompanyisg prospectus provides general
information about us, some of which, such as tle@e entitled “Plan of Distribution,” may not agpio this offering.

If information in this prospectus supplement isainsistent with the accompanying base prospectttsednformation incorporated |
reference, you should rely on this prospectus supeht. This prospectus supplement, together wittbése prospectus and the documents
incorporated by reference into this prospectus lempgnt and the base prospectus, includes all rmateformation relating to this offering.
We have not authorized anyone to provide you witferednt or additional information. You should assithat the information appearing in
this prospectus supplement, the accompanying pcaspeand the documents incorporated by referenttds 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 ¥ateshould carefully read this prospectus supplementhe 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, warrardg covenants made by us in any agreement tfilgtdisis an exhibit to any
document that is incorporated by reference intaatempanying prospectus were made solely for éhefit 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 covenagnts accurate only as of the date when
made. Accordingly, such representations, warraatiescovenants should not be relied on as accunaptesenting the current state of our
affairs.

Unless otherwise mentioned or unless the contextires otherwise, all references in this prospetiusletlist,” *
“us” and “our” refer to Netlist, Inc., a Delawarerporation, and its subsidiaries on a consolidatess.

the Company,” “we,”
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying pcaspethe documents we have filed with the SECdhaincorporated herein by
reference includes and incorporates by referermsvérd-looking statements.” We intend these fodslaoking 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,” “ind,” “may,” “plan,” “predict,” “believe,” “shouldand 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 kaodrunknown risks, uncertainties and
assumptions that could cause actual results terdifiaterially from those described in any forwaydKing statements. These risks and
uncertainties include, but are not limited to risksociated with the uncertainty of our future tpequirements and the likelihood that we
need to raise additional funds; the launch and ceroial success of our products, programs and téayies; the success of product
partnerships; continuing development, qualificationl volume production of EXPRESSvault™, NVvault?yperCloud™ and VLP Planar-
X RDIMM; the timing and magnitude of anticipateddéttbnal decreases in sales to our key customerability to leverage our NVvault™
technology in a more diverse customer base; thdlyaphanging nature of technology; risks assodatéh intellectual property, including
the costs and unpredictability of litigation anéxamination proceedings before the USPTO; volgiilitthe pricing of DRAM ICs and
NAND; changes in and uncertainty of customer acsg of, and demand for, our existing productspnducts under developme
including uncertainty of and/or delays in produadars and product qualifications; delays in our andcustomers’ product releases and
development; introductions of new products by cotitges; changes in end-user demand for technologigtisns; our ability to attract and
retain skilled personnel; our reliance on suppla@rsritical components and vendors in the supplgie; fluctuations in the market price of
critical components; evolving industry standards] the political and regulatory environment in tReople’s Republic of China; and other
important factors that we discuss in greater detadler the heading “Risk Factors” contained inapplicable prospectus supplement and any
related free writing prospectus, and in our moséné annual report on Form 10-K and in our mostmeéquarterly report on Form 10-Q, as
well as any amendments thereto reflected in sulesedilings with the SEC. Given these risks, unaigties and other important factors, you
should not place undue reliance on these forwasllithg statements. You should carefully read boih phospectus, the applicable prospectus
supplement and any related free writing prospettggther with the information incorporated hetgjyrreference as described under the
heading “Where You Can Find More Information,” cdetply and with the understanding that our actuglre results may be materially
different from what we expect.

These forwarddooking statements represent our estimates and agaptions 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 elsexe in this prospectus supplement, the accompgrbase prospectus and the
documents incorporated by reference. This summaeg dot contain all of the information that you sldoconsider before deciding to invest
in our securities. You should read this entire pecus supplement and the accompanying base prospearefully, including the section
entitled “Risk Factors” beginning on page S-7 ang eonsolidated financial statements and the relatetes and the other information
incorporated by reference into this prospectus $empent and the accompanying prospectus before makinnvestment decision.

Our Business

We design, manufacture and sell high-performamtelligent memory subsystems for datacenter semérhigh-performance
computing and communications markets. Our memadpgystems consist of combinations of dynamic randoogss memory integrated
circuits (“DRAM ICs” or “DRAM”), NAND flash memory(“NAND"), application-specific integrated circui{SASICs”") and other
components assembled on printed circuit boardsB8§?C We primarily market and sell our productdd¢ading original equipment
manufacturer (“OEM”) customers. Our solutions amgéted at applications where memory plays a kigyinaneeting system performance
requirements. We leverage a portfolio of proprigtachnologies and design techniques, includinigiefit planar design, alternative
packaging techniques and custom semiconductor, ltgiteliver memory subsystems with high memorysignsmall form factor, high
signal integrity, attractive thermal characteristnd low cost per bit.

Recent Developments
Loan and Security Agreement and Related Agreements

On July 18, 2013, we entered into a loan and sgcagreement (the “Loan Agreement”) with DBD Crdglitnding, LLC (the
“Lender”), an affiliate Fortress Investment GroulpQ, providing for up to $10 million in term loanacup to $5 million in revolving loans.
The term loans are available in an initial $6 roillitranche (the “Initial Term Loan”) with a secamanche in the amount of $4 million
becoming available upon achievement of certaingoerénce milestones relating to intellectual properatters (the “IP Monetization
Milestones” and such second tranche loan, “IP Nidles Term Loan”). The $5 million in revolving loaase available at the Lender’s
discretion and subject to customary conditions @adeat. The $6 million Initial Term Loan was futlyawn at closing on July 18, 2013.
Proceeds from the Initial Term Loan were used in fgarepay the Company’s existing consolidatechtiran with Silicon Valley Bank. The
remainder of such funds will be used to fund then@any’s ongoing working capital needs.

The loans bear interest at a stated fixed rateL @ per annum. During the first eighteen (18) theffiollowing the closing date, tl
payments on the term loans are interest-only ash cate of 7.0% per annum and a payment-in-kitestést rate of 4.0%, which payment-in-
kind interest is capitalized semi-annually, begmgnivith December 31, 2013. Following such eightde}) month interest-only period, the
term loans are amortized with 65% of the princgralount thereof being due in equal monthly instatite@ver the following eighteen (18)
months with a balloon payment equal to 35% of #reaining principal amount of the term loans, plosraed interest, being payable on
July 18, 2016 (the “Maturity Date”).

The Company’s obligations under the Loan Agreeraeatsecured by a first-priority security interasttie Company’s intellectual
property assets (other than certain patents aaterkbhssets relating to the NVvalt  product lam&) a second-priority security interest in
substantially all of the Company’s other assets.

In connection with the Loan Agreement, the Compaaig certain facility, due diligence and legal feéshe Lender on the closing
date and is obligated to pay a conditional faciiég upon satisfaction of the IP Monetization Miteees. If the Company repays the term
loans prior to the first anniversary of the closdage, other than under certain conditions aneimection with the settlement of certain
intellectual property matters, the Company is alikgl to pay the Lender an early repayment optiemjum equal to 20.0% of the principal
amount of all loans funded prior to such repaynuaté. In addition, if the Company repays or preplor a portion of the term loans prior
to maturity, the Company is obligated to pay theder a prepayment fee based on a percentage thfeheutstanding principal balance
being prepaid, equal to 4.0% if the prepayment scon or prior to July 18, 2014 (or 2.0% if suckgayment is made in connection with the
early repayment option premium discussed in theqalimg sentence), 2.0% if the prepayment occusgdzat July 18, 2014 and July 18, 2(
or 0.0% if the prepayment occurs after July 18,3201
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The Loan Agreement contains customary represeng@gtigarranties and indemnification provisions. Than Agreement also
contains affirmative and negative covenants thagreg other things restrict the ability of the Comp#o:

e incur additional indebtedness or guarantees;

* incur liens;

* make investments, loans and acquisitions;

e consolidate or merge;

« sell or exclusively license assets, including apstock of subsidiaries;
» alter the business of the Company;

e engage in transactions with affiliates; and

e  pay dividends or make distributions.

The Loan Agreement also includes events of defendluding, among other things, payment defaultsabhes of representations,
warranties or covenants, certain bankruptcy evémstailure to maintain its listing on a natioyalkecognized securities exchange or
alternatively for its shares to be qualified fading on the OTC Bulletin Board and certain materitverse changes, including an impairment
of the perfection or priority of the Lender’s liddpon the occurrence of an event of default anidfehg any applicable cure periods, a
default interest rate of an additional 5.0% penenmay be applied to the outstanding loan balaraesthe Lender may declare all
outstanding obligations immediately due and payahbttake such other actions as set forth in then l&greement.

Concurrently with the execution of the Loan Agreaemée Company and an affiliate of the Lender emtténto a Patent
Monetization Side Letter Agreement (the “Letter Agment”). The Letter Agreement provides, amongrottings, that the Lender may be
entitled to share in certain monetization reverthasthe Company may derive in the future relateitist patent portfolio (the “Patent
Portfolio”). The Patent Portfolio does not incluckrtain patents relating to the NVvalit ~ prodimé] Monetization revenues subject to
this arrangement include revenues recognized dthmgeven year term of the Letter Agreement framounts (whether characterized as
settlement payments, license fees, royalties, damayg otherwise) actually paid to Company orutssidiaries in connection with any
assertion of, agreement not to assert, or licehgb@Patent Portfolio (in whole or in part) eitl{8) in consideration of the grant of a license
or covenant not sue, or other immunity with respedhe Patent Portfolio, or (B) as a damages awéidrespect to such assertion of the
Patent Portfolio, less (i) actual legal fees angesses (including fees payable on a contingendg)oasd actual court costs paid or payabl
Company or its subsidiaries in connection with angh assertion and/or grant of a license or covamairto sue, or other immunity with
respect to the Patent Portfolio, provided that daghl fees and expenses shall be capped at fereept (40%) of such gross, aggregate
amounts paid to Company, (ii) all reasonable andahdegal fees, filing fees, maintenance feespaias, and other reasonable and actual
costs and expenses paid or required to be paicbbyp@ny or its subsidiaries after the effective datgonnection with the prosecution,
maintenance, and defense of any patents or pgiphtations within the Patent Portfolio, (iii) reasble and actual legal fees and reasonable
and actual other costs and expenses paid or relgoifge paid by Company or its subsidiaries in emtion with the enforcement of any
agreement, undertaking, commitment or court ordatrwould generate monetization revenues and titection thereof, and (iv) reasonable
and actual costs of acquisition of patents andnpaeplications included in the Patent Portfoliattare acquired by or licensed to Compan
its subsidiaries after the effective date. Moradian revenues also include the value attributablée Patent Portfolio in any sale of the
Company during the seven year term, subject toxdammam amount payable to the Lender. The Lettereggrent also requires that the
Company use commercially reasonable efforts toysuopportunities to monetize the Patent Portfaliordy the term of the Letter Agreeme
provided that Company is under no obligation tosperany such opportunities that Company does revhde be in Company'’s best interest
in Company’s reasonable business judgment. Nastetiding the foregoing, there can be no assur&iatéite Company will be successful in
these efforts, and the Company may expend resourgessuit of monetization revenues that may esttt in any benefit to the Company.
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Concurrently with the execution of the Loan Agreeméhe Company issued to an affiliate of the Lersdwen-year warrants (the
“Lender Warrants”) to purchase an aggregate of8 3l shares of the Company’s common stock at atgae price of $1.00, of which
989,011 shares are exercisable immediately onlaarasashless basis in whole or in part. Pursuatite Lender Warrants, (i) 329,670 shares
subject to the Lender Warrants will become exehtésapon the achievement of the IP Monetizatioreltibnes and (i) the remaining
329,670 shares subject to the Lender Warrantdbeilbme exercisable upon the Compamgceipt of an IP Milestone Term Loan. The Le!
Warrants were issued in a private placement traiosethat was exempt from registration under Secti(?) of the Securities Act of 1933.

Also in connection with the Loan Agreement, the @amy agreed to pay to a consultant a consultingdeel to (i) $300,000 in
connection with the Comparg/teceipt of the Initial Term Loan and (ii) 5% afyaadditional principal amount loaned to the Compas an IF
Milestone Term Loan.

Amendment to Credit Agreement with Silicon Valley Bank; Payoff of Consolidated Term Loan

Concurrently with the execution of the Loan Agreeirend the funding of the Initial Term Loan, onyuiB, 2013, the Company
repaid in full all amounts owed under the Comparmgssolidated term loan with Silicon Valley Bank3VB "), consisting of a lump sum
payment of approximately $2,732,000. In additiom July 18, 2013, the Company and SVB enteredantamendment (the_ “ SVB
Amendment) to the Company’s loan and security agreement 8B, dated as of October 31, 2009 and as moshtigcamended on
May 14, 2012 (as amended, the “ SVB Credit Agredif)erPursuant to the SVB Amendment, the SVB Crédjteement now allows for the
financing and security interests contemplated utlieet.oan Agreement entered into with Lender atehies certain patents and related
assets relating to the NVvad¥  product line frdma tollateral subject to SVB’s security interestiemthe SVB Credit Agreement.
Additionally, pursuant to the SVB Amendment, adwsander the revolving line now accrue interest i@te equal to SVB’s most recently
announced “prime rate” plus 2.75%. The SVB Amenudinadso relaxed the Company’s tangible net wortreoant under the SVB Credit
Agreement and waived certain events of defaulbimection therewith. Certain reporting requirersamder the SVB Credit Agreement
were modified while certain reserves with respedhe borrowing base and the availability of rewedvioans were removed pursuant to the
SVB Amendment. Under the terms of the SVB Credite®gnent, the Company may draw revolving advancas iaggregate outstanding
principal amount of up to the lesser of $5 millexmd the available borrowing base, subject to resamounts. The Company’s borrowing
base under the SVB Credit Agreement is, subjecettain adjustments, 80% of eligible accounts.

Corporate Information

We commenced operations in September 2000. Ouipahexecutive offices are located at 51 Discoy&ujite 150, Irvine,
California 92618 and our telephone number at thdtess is (949) 435-0025. Our website addresspg/Mmiww.netlist.com. The information
contained on our website is not incorporated bgreafce 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.

Risk Factors

Our business is subject to substantial risk. Pleasefully consider the “Risk Factors” beginningmage S-7 of this prospectus
supplement and other information included and ipotated by reference in this prospectus supplenfama, discussion of the factors you
should consider carefully before deciding to pusehtihe securities offered by this prospectus sapgé. Additional risks and uncertainties
not presently known to us or that we currently déematerial may also impair our business operati¥ias should be able to bear a
complete loss of your investment.
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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 prospecugplement and the accompanying prospectus. Fasra somplete description of the
terms of our common stock, see the “DescriptioBadurities We Are Offering” section in this prospscsupplement.

Securities offered by us in this offering 1,098,902 shares of our common stock, par value03Qper share.
Warrants to purchase up to 1,098,902 shares of amnstock, with an exercise price equal to $:
per share.
1,098,902 shares of common stock issuable uporisgesf the warrant:

Offering Price $0.91 per share of common stock and accompanyingnta

Common Stock Outstanding Before Thi80,459,591 shares.

Offering

Use of proceed For general corporate purposes. “Use of Procee” on page -27.

Risk Factors See “Risk Factors” and other information includedhis prospectus supplement, or incorporated
herein by reference, for a discussion of factors steould carefully consider before deciding to
invest in our common stoc

NASDAQ Global Market Symbc NLST

Except as otherwise indicated, the information aimr@d in this prospectus supplement assumes th@sall of the securities offered hereby.

The number of shares of our common stock outstgnidimediately before this offering excludes:

e 5,928,740 shares of common stock issuable uportisgesf options outstanding as of July 16, 2013ylith approximately
3,186,167 shares are exercisable;

* 661,949 shares of common stock available for fuguaamts under our stock option plans as of July2083;

* 2,275,282 shares of common stock issuable upormierasf warrants outstanding as of July 16, 20ll&favhich are exercisable at
$ 0.89 per share; and

e awarrant to purchase up to 1,648,351 shares afmumon stock, which is exercisable at a per space of $1.00 and which was
issued on July 18, 2013 in connection with the aken of a loan and security agreement.
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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 aedaitompanying 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 affectlmusiness, operating results and financial conditias well as adversely affect the value of
an investment in our common stock. There may bitiewi risks that we do not presently know of leattwe currently believe are immaterial
which could also impair our business and finangiakition. If any of the events described below we@ccur, our financial condition, our
ability to access capital resources, our result®pérations and/or our future growth prospects doloé materially and adversely affected and
the market price of our common stock could dechreea 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 stoclgludfered is substantially higher than the booki®@ger share of our common
stock, you will suffer substantial dilution in thet tangible book value of the common stock yowcpase in this offering. Based on an
assumed offering price to the public of $0.91 gerrs, if you purchase shares of common stock sdfiering, you will suffer immediate and
substantial dilution of $0.52 per share in thetaagible book value of the common stock. See théaeentitled “Dilution” below for a more
detailed discussion of the dilution you will indéiyou purchase common stock in this offering.

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

We currently anticipate using the net proceeds filoisioffering for general corporate purposes,udiig working capital and other
general and administrative purposes. We have setved or allocated specific amounts for theseqgaep and we cannot specify with
certainty how we will use the net proceeds. Acaugtyi, our management will have considerable digmneh the application of the net
proceeds and you will not have the opportunitypas of your investment decision, to assess whetteeproceeds are being used
appropriately. The net proceeds may be used fqrocate purposes that do not increase our operagswdts or market value. Until the net
proceeds are used, they may be placed in invessrniteaittdo not produce income or that lose value.

The warrants are a new issue of securities with nestablished trading market.

The warrants are a new issue of securities withstablished trading market. The warrants will notisted on any securities
exchange and we do not expect them to be quotethpuotation system. A trading market for the aats is not expected to develop, and
even if a market develops it may not provide megfoihliquidity. The absence of a trading marketiguidity for the warrants may adversely
affect their value.

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

As of July 16, 2013, approximately 20.1% of ourstamding common stock was held by affiliates, idilg 19.88% held by Chun
Hong, our chief executive officer and chairman of board of directors. As a result, Mr. Hong hasability to exert substantial influence
over all matters requiring approval by our stockleos, including the election and removal of diresnd 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 thosevsf Hong and our other executive officers and ctives. For example, our executive offic
directors and principal stockholders could delapmvent an acquisition or merger even if the @atisn would benefit other stockholders. In
addition, this significant concentration of shavenership may adversely affect the trading pricediar common stock because investors may
perceive disadvantages in owning stock in compamigsstockholders that have the ability to exez@gnificant 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 stoakdns 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 gdamof provisions which are includec
our certificate of incorporation and bylaws, easlamended:

» our board of directors is authorized, without psawckholder approval, to designate and issue pesfestock, commonly
referred to as “blank check” preferred stock, withts senior to those of our common stock;

stockholder action by written consent is prohikited

e 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 &ixey alter or repeal our bylaws.

In addition, we are governed by the provisions @ft®n 203 of the Delaware General Corporate Lakickwmay prohibit certain
business combinations with stockholders owning Ds%nore of our outstanding voting stock. These athér provisions in our certificate of
incorporation and bylaws, and of Delaware law, daubke it more difficult for stockholders or potehticquirers to obtain control of our
board of directors or initiate actions that areagma by the then-current board of directors, inidgdielaying or impeding a merger, tender
offer, or proxy contest or other change of contirahsaction involving our company. Any delay onetion of a change of control
transaction or changes in our board of directotddcprevent 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 sinceeNter 2006. The price of our common stock andrddirtg volume of our
shares are volatile and have in the past fluctusiggdficantly. There can be no assurance as tptiices 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:

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

* 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;

» sales of our newly issued common stock or the éseaf warrants issued in connection with this offg, additional sales or tl
perception that such sales may occur through des3ereement with Ascendiant, and our potentgasce of (or perceptions
regarding our issuance of) other securities irftitere;

» general financial and other market conditions; and

» changing and recently volatile domestic and inteéonal economic conditions.

In addition, shares of our common stock and thdipslock markets in general have experienced,raag continue to experience,

extreme price and trading volume volatility. Thésetuations may adversely affect the market pateur common stock and a stockholder’s

ability to sell their shares into the market at desired time or at the desired price.
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In 2007, following a drop in the market price of @ammon stock, securities litigation was initiatghinst us. Given the historic
volatility of our industry, we may become engagedhiis type of litigation in the future. Securitiitgation is expensive and time-consuming.

The issuance of additional sales of our common stqgaor the perception that such issuances may occuncluding through our “at the
market” offering, could cause the market price of ar common stock to fall.

We have entered into a Sales Agreement with Aseeth@iapital Markets, LLC (“Ascendiant”), for thefeff and sale of up to $10
million in aggregate amount of our shares from tim&me through Ascendiant, as our sales agemsuant to an effective Registration
Statement on Form S-3. Ascendiant is not requoeskll any specific number or dollar amount ofrelsaf our common stock but will use its
reasonable efforts, as our agent and subject ttethes of the Sales Agreement, to sell that nurobshares up to $10 million upon our
request. Sales of the shares, if any, may be madeymeans permitted by law and deemed to betahéamarket” offering as defined in
Rule 415 of the Securities Act of 1933, as amer{ttez“Securities Act”) and will generally be madgreans of brokers’ transactions on the
NASDAQ Global Market or otherwise at market pripesvailing at the time of sale, or as otherwise2adrwith Ascendian

As of March 30, 2013, we have sold 2,010,139 shauesuant to the Sales Agreement at a weightecgeesales price of $2.98, net
of commissions. We may terminate the Sales Agreeateamy time or it will terminate once proceed$d0 million have been raised.
Whether we choose to effect future sales undeatttliee-market program will depend upon a varietfaofors, including, among others,
market conditions and the trading price of our camnstock relative to other sources of capital. iBseance from time to time of these new
shares of common stock through our at-the-marlagnam or in any other equity offering, or the p@tan that such sales may occur, could
have the effect of depressing the market priceuofcommon stock

We do not currently intend to pay dividends on ourcommon stock, and any return to investors is expeetl to come, if at all, only from
potential increases in the price of our common stéc

At the present time, we intend to use availablel$uto finance our operations. Accordingly, whilg/pant of dividends rests within the
discretion of our board of directors, no cash divids on our common shares have been declareddobyais and we have no intention of
paying any such dividends in the foreseeable futing return to investors is expected to comet dlf only from potential increases in the
price of our common stock.

We may not be able to maintain our NASDAQ listing.

On January 28, 2013, we received a deficiencyrlétte “Notification Letter”) from NASDAQ notifyingus that we no longer meet
NASDAQ's requirements for continued listing on the NASDA&bal Market under NASDAQ Listing Rule Listing RWb450(a)(1) (the
“Bid Price Rule”) because the minimum bid priceoof common stock did not equal or exceed $1.08agtlonce over a period of 30
consecutive trading days. NASDAQ explained in thogifitation Letter that under NASDAQ Listing Rul850(c)(3)(A), we will be afforded
180 calendar days, or until July 29, 2013, to negampliance with the Bid Price Rule. To regain ptiemce, the closing bid price of our
common stock must meet or exceed $1.00 per shaet Feast 10 consecutive business days. If we hatenet the requirements of Rule 5450
(a)(1) by July 29, 2013, but meet the continuetihiisrequirement for market value of publicly heltares and all other applicable standards
for initial listing on The Nasdaq Capital Marketlter than the Bid Price Rule), then we may be leliggior an additional 180 day compliance
period by submitting an application to transfer securities to The Nasdaq Capital Market. In otdequalify, we will need to provide written
notice of our intention to cure the deficiency dgrthe second compliance period by effecting arsevstock split, if necessary, which would
need to be approved by our stockholders. If it appto NASDAQ staff that we will not be able to etihe deficiency during this second
compliance period, or if we are otherwise not éligj the staff will provide notice that our seciestwill be subject to delisting. We may also
appeal NASDAQ's delisting determination to a NASDAJ@arings Panel.
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We are evaluating various actions to pursue torensompliance with NASDAQ's continued listing rempments, and there can be
no assurance that we will be able to regain compéiavith NASDAQ'’s continued listing requirementswi fail to regain compliance with
the Bid Price Rule or otherwise maintain the statslaequired now or in future by NASDAQ, our comnstack could be delisted. Such
delisting could cause our stock to be classifietpasny stock,” among other potentially detrimemahsequences, any of which could
significantly impact our stockholders’ ability telsshares of our common stock or to sell sharespaice that a stockholder may deem to be
acceptable.
RISKS RELATED TO OUR BUSINESS

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

Our operating results have varied significantlytia past and will continue to fluctuate from quattequarter or year-to-year in the
future due to a variety of factors, many of whica beyond our control. Factors relating to our beiss 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 posigjbilf a prolonged period of limited economic grovith the U.S. and Europe;
disruptions to the credit and financial marketthie U.S., Europe and elsewhere;

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

e our failure to maintain the qualification of ouropliucts 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 introductiorissompeting 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 mxe;

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

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

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

« dependence on large suppliers who are also competihd whose manufacturing priorities may not supgur production
schedules;

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

» our ability to effectively operate our manufactgriiacility in the PRC;
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*  manufacturing inefficiencies associated with tletsip of new manufacturing operations, new productkiaitiation of volume
production;

e our failure to produce products that meet the tpeadiquirements of our customers;

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

» the loss of any of our key personnel,

» changes in regulatory policies or accounting pphes;

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

» the effect of our investments and financing arramgiets on our liquidity; and

» the other factors described in this “Risk Fact@attion and elsewhere in this prospectus supplement

Due to the various factors mentioned above, andrstithe results of any prior quarterly or ann@lgals should not be relied upon
as an indication of our future operating perfornerno one or more future periods, our results arapions may fall below the expectation:
securities analysts and investors. In that evaetmarket 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, westealy 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 thegragtged in a series of cost reduction actionspatieve that we could reduce our current
level of expenses through elimination or reductibstrategic initiatives, such expense reductidos@may not make us profitable or allow
to sustain profitability if it is achieved. Our &by to achieve profitability will depend on increed revenue growth from, among other things,
increased demand for our memory subsystems artédgtaoduct offerings, as well as our ability tgoard into new and emerging markets.
We may not be successful in achieving the necessagnue growth or the expected expense reductidoeover, we may be unable to
sustain past or expected future expense redudtisissequent periods. We may not achieve profitalir sustain such profitability, if
achieved, on a quarterly or annual basis in theréut

Any failure to achieve profitability could resutt increased capital requirements and pressure ioligoidity position. We believe
our future capital requirements will depend on magfors, including our levels of net sales, tinginig 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. Cpitataequirements could result in our having toptherwise choosing to, seek additional
funding through public or private equity offeringsdebt financings. Such funding may not be avétlaim 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 three months ended March 30, 2013, our N¥¥#anon-volatile RDIMM used in cache —protectiomdadata logging
applications, including our NVvault™ battery-freke flash-based cache system, accounted for 4G#%iadfrevenues. Following Intel’s
launch of its Romley platform in the first quartdér2012, we have experienced a rapid decline in &lW" sales to Dell, and we recognized
$2.3 million in NVvault™ sales to Dell in the thre®nths ended March 30, 2013. We expect that pftuct in the supply chain is
consumed, we will see some demand from Dell thrd®@ft8, after which sales of NVvault™ products fazarporation into
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PERC 7 servers will be minimal. In order to leveragir NVvault™ technology and diversify our custerbase, we continue to pursue
additional qualifications of NVvault™ with other ®£s. We also introduced EXPRESSvault™ in March 28dd we continue to pursue
qualification of next generation DDR3 NVvault™ witlustomers. Our future operating results will depen our ability to commercialize
these NVvault™ product extensions, as well as atleer products such as HyperCloud® and other higtsitieand high-performance
solutions. We may not be successful in marketingraaw or enhanced products. If we are not succkissfienerating sales of other products,
the decrease or cessation of sales of NVvault™uymtsdo Dell will significantly reduce our annualvenues and negatively affect our results
of operations.

We are subject to risks relating to our focus on deeloping our HyperCloud™ product and lack of marketdiversification.

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

In an attempt to set our products apart from tledsmir competitors, we have invested a signifiqantion of our research and
development budget into the design of ASIC devireduding the HyperCloud™ memory subsystem, inticet in November 2009. This
design and the products it is incorporated intosaitgect to increased risks as compared to our ptieglucts. 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;

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

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

e we are required to demonstrate the quality andbity of the HyperCloud™ memory subsystem or ottew products to our
customers, and are required to qualify these neduymts with our customers, both of which have negliand will continue to
require a significant investment of time and researprior to the receipt of any revenue from sudtamers.

We experienced a longer qualification cycle thaticgrated with our HyperCloud™ memory subsystems as of June 30, 2013\
have not generated significant HyperCloud™ prodereeénues relative to our investment in the proddy.entered into collaborative
agreements with both IBM and HP pursuant to whinds¢ OEMs qualified the 16GB version of HyperCloufb™use with their products.
The 16GB version of HyperCloud™ has been availtbl@rder since March 6, 2012 and May 14, 2012 B land HP, respectively. We and
each of the OEMs have committed financial and otesources toward the collaboration. However, ff@ts undertaken pursuant to eithe:
the collaborative agreements may not result in rex@nues or gross margins for us that are significglative to our investment in the
products. Failure to maintain qualification of thi®duct with IBM, HP or other potential customeosild 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,vamavould be forced to diversify our product poribohnd 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 acceptas.

Our industry is characterized by intense competjtiapid technological change, evolving industgnsiards and rapid product
obsolescence. Evolving industry standards and t#obital change or new,
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competitive technologies could render our exispngducts obsolete. Accordingly, our ability to caetgin the future will depend in large [
on our ability to identify and develop new or enbeah products on a timely and cost-effective basid, to respond to changing customer
requirements. In order to develop and introduce aeenhanced products, we need to:

» identify and adjust to the changing requirementswfcurrent and potential customers;
» identify and adapt to emerging technological treaold 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 offiponents required for these new or enhanced pisiduc
e qualify these products for use in our customerstprcts; and
« develop and maintain effective marketing strategies

Our product development efforts are costly andriehtdy risky. It is difficult to foresee changesdsvelopments in technology or
anticipate the adoption of new standards. Moreawace these things are identified, if at all, wd néed to hire the appropriate technical
personnel or retain third party designers, devéiepproduct, 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 dewatop 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 markateslas well as damage to our reputation. |
if we develop new or enhanced products, they mayne®@t our customers’ requirements or gain margegtance.

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

Our prospective customers generally make a sigmificommitment of resources to test and evaluatenemory subsystems prior
purchasing our products and integrating them ingédrtsystems. This extensive qualification progesslves rigorous reliability testing and
evaluation of our products, which may continuesiarmonths or longer and is often subject to delaysddition to qualification of specific
products, some of our customers may also requite uadergo a technology qualification if our pratidesigns incorporate innovative
technologies that the customer has not previoustpentered. Such technology qualifications oftéw tsubstantially longer than product
qualifications and can take over a year to compl@telification by a prospective customer doesemsiure any sales to that prospective
customer. Even after successful qualification aaldssof our products to a customer, changes ipamgducts, our manufacturing facilities, our
production processes or our component suppliersramyire a new qualification process, which mayitéa additional delays.

In addition, because the qualification processih Iproduct-specific and platform-specific, ourstixig customers sometimes require
us to requalify our products, or to qualify our npmducts, for use in new platforms or applicatidrs example, as our OEM customers
transition from prior generation DDR2 DRAM archite@s to current generation DDR3 DRAM architectuves must design and qualify n
products for use by those customers. In the gastptocess of design and qualification has taketo gx months to complete, during which
time our net sales to those customers declinedfisigmtly. After our products are qualified, it céake several months before the customer
begins production and we begin to generate net $alm such customer.

Likewise, when our memory component vendors disnastproduction of components, it may be necessanys 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 cooments 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 thrdoeghrevenue 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 sagignificant delays in the qualification processch as those experienced with our
HyperCloud™ product, could result in an inabilioykeep up with rapid technology change or new, atitipe technologies. If we delay or
do not succeed in qualifying a product with an exgsor prospective customer, we will not be ablese¢ll 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 hisallyicepresented a substantial majority of oursadés. Approximately 24%, 18%
and 10% of our net sales in the three months ehtdedh 30, 2013 were to three of our customers. Axipnately 85% of our net sales in the
three months ended March 31, 2012 were to onerofuatomers. We currently expect that sales tmadd number of major OEM customu
will continue to represent a significant percentafjeur net sales for the foreseeable future. Waatdave long-term agreements with our
OEM customers, or with any other customer. Any ohthese customers could decide at any time tamdiswue, decrease or delay their
purchase of our products. In addition, the prites these customers pay for our products couldgghanany time. The loss of any of our
OEM customers, or a significant reduction in sébeany of them, could significantly reduce our sates and adversely affect 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’ crgd sales of servers and other computing systeshéiicorporate our memory subsystems
and our customers’ continued incorporation of adpcts into their systems. Because of these arat édctors, net sales to these customers
may not continue and the amount of such net satégsnot reach or exceed historical levels in anyriiperiod. 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 refetizvith our customers. We have experienced afgignt decline in sales of NVvault™ to
our key customer, Dell. This reduction in sales g, and is expected to continue to have, a $gmif impact on our revenues and gross
profit.

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 orenf our target markets may
further increase this industry concentration. Assult, we anticipate that sales of our productsamntinue to be concentrated among a
limited number of large customers in the foresemélture. We believe that our financial resultd @épend in significant part on our success
in establishing and maintaining relationships wihg effecting substantial sales to, these potenti&omers. Even if we establish and
successfully maintain these relationships, oumfie results will be largely dependent on thessg@mers’ sales and business results.

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

Many of our memory subsystems are specificallygte=il for our OEM customers’ high performance systdma drive to reduce
costs and assure supply of their memory module ddpwur 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,tonsers deploying custom memory
solutions today may in the future choose to adqQlEREC standard, and the adoption of a JEDEC stdmdadule instead of a previously
custom module might allow new competitors to pgtite in a share of our customers’ memory moduggriass that previously belonged to
us.

If our OEM customers were to adopt JEDEC standayduies, our future business may be limited to ifiging the next generation
of high performance memory demands of OEM custoraedsdeveloping solutiorthat addresses such demands. Until fully implentenites
next generation of products may constitute a muacaller market, which may reduce our net sales aadket share.
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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, amelexpect competition to intensify. Many of our qmtitors have longer operati
histories, significantly greater resources and nesaegnition, a larger base of customers and leatgarding relationships with customers :
suppliers than we have. As a result, some of tbeseetitors are able to devote greater resourcé®tdevelopment, promotion and sale of
products and are better positioned than we aneflicehce customer acceptance of their products oveproducts. These competitors also
may be able to respond better to new or emergictintogies or standards and may be able to dgdnetucts with comparable or superior
performance at a lower price. For these reasonsnayenot be able to compete successfully agaiesetcompetitors. We also expect to face
competition from new and emerging companies that emder our existing or future markets. These pa@koompetitors may have similar or
alternative products which may be less costly ovjgle additional features.

In addition to the competition we face from DRAMddngic suppliers such as SK hynix, Samsung, Mictophi and IDT, some of
our OEM customers have their own internal desigrugs that may develop solutions that compete witls.oThese design groups have some
advantages over us, including direct access to tegpective companies’ technical information ahhology roadmaps. Our OEM
customers also have substantially greater resouinascial and otherwise, than we do, and may hewer cost structures than ours. As a
result, they may be able to design and manufactumpetitive products more efficiently or inexperdy 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 resultsprations. Further, some of our significant sigoplare also competitors, many of whom
have the ability to manufacture competitive prodwdtiower costs as a result of their higher legéistegration.

We expect our competitors to continue to improvepharformance of their current products, reduck fireees and introduce new or
enhanced technologies that may offer greater pagoce and improved pricing. If we are unable tocimar exceed the improvements made
by our competitors, our market position would diet@te and our net sales would decline. In addjttam competitors may develop future
generations and enhancements of competitive predibat 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 semiconduwtor industry.

Adverse changes in domestic and global economigalitical conditions have made it extremely difficfor our customers, our
vendors and us to accurately forecast and plamelitusiness activities, and they have caused anld continue to cause U.S. and foreign
businesses to slow spending on our products aritssy which would further delay and lengthen saledes. In addition, sales of our
products are dependent upon demand in the compui@tegyorking, communications, printer, storage emldistrial markets. These markets
have been cyclical and are characterized by widgfations in product supply and demand. These etatave experienced significant
downturns, often connected with, or in anticipatidnmaturing 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 factdfscting the computing,
networking, communications, printers, storage aistrial markets. A decline or significant shdttia demand in any one of these markets
could have a material adverse effect on the derfamabr 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 @axpenses adequately in response to
reduced sales, our gross margins, operating in@meash flow would be negatively impacted.
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During challenging economic times our customers faag issues gaining timely access to sufficieatlity which could impair their
ability to make timely payments to us. If that weseoccur, we may be required to increase our alme for doubtful accounts and our days
sales outstanding would be negatively impactedthieamore, our vendors may face similar issues ggiaccess to credit, which may limit
their ability to supply components or provide tradedit to us. We cannot predict the timing, stthray duration of any economic slowdown
or subsequent economic recovery, worldwide, ohanrhemory market and related semiconductor indusitilye economy or markets in
which we operate do not continue to improve opifiditions worsen, our business, financial condigod results of operations will likely be
materially and adversely affected. Additionallye tombination of our lengthy sales cycle coupletth whallenging macroeconomic
conditions could compound the negative impact enrésults of our operations.

Our lack of a significant backlog of unfilled orders, and the difficulty inherent in forecasting custaner demand, makes it difficult to
forecast our short-term production requirements tomeet that demand, and any failure to optimally cabrate 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 @beurce requirements, based on our estimatesstdroer requirements. We do not
have long-term purchase agreements with our cussnmstead, our customers often place purchasr®rb more than two weeks in
advance of their desired delivery date, and thesehase orders generally have no cancellationswhexluling penalty provisions. The short-
term nature of commitments by many of our customeesfact that our customers may cancel or defeshase orders for any reason, and the
possibility of unexpected changes in demand foromigtomers’ 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 fog DRAM ICs, NAND, and other
components needed to manufacture our products. tiread for components vary significantly and dependrarious factors, such as the
specific supplier and the demand and supply faymaponent at a given time.

Our production expense and component purchaseslavelbased in part on our forecasts of our cusgrmeure 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 declméhe prices of DRAM ICs or NAND, the value ofranventory will fall. As a result,
we may need to writdown 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 wenaéacture products in anticipation of future dem#rat does not materialize, or in the eve
customer cancels or reduces outstanding orderspuld experience an unanticipated increase iniaighied goods inventory. In the past, we
have had to writelown inventory due to obsolescence, excess quemétid declines in market value below our costy. Slgnificant shortfa
of customer orders in relation to our expectatiomsld hurt our operating results, cash flows andritcial condition.

Also, any rapid increases in production requiredbycustomers could strain our resources and eeducmargins. If we
underestimate customer demand, we may not havieisuffinventory of DRAM ICs and NAND on hand to mdacture enough product to
meet that demand. We also may not have sufficiemufacturing capacity at any given time to meetaustomers’ demands for rapid
increases in production. These shortages of invgmtod 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 tile prices for DRAM ICs and NAND, among other fa¢ors, may result in declines in
our revenues and gross profit.

Our industry is competitive and historically hagbe&haracterized 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 factockjding 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 componeppkers.
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Once our prices with a customer are negotiatecane@gyenerally unable to revise pricing with thattomer until our next regularly
scheduled price adjustment. Consequently, we gresexi to the risks associated with the volatilftthe price of DRAM ICs and NAND
during that period. If the market prices for DRARIS and NAND increase, we generally cannot paspribe increases on to our customers
for products purchased under an existing purchedgr 0As a result, our cost of sales could increaskour gross margins could decrease.
Alternatively, if there are declines in the pridddlRAM ICs and NAND, we may need to reduce ourisglprices for subsequent purchase
orders, which may result in a decline in our expdctet sales.

In addition, since a large percentage of our saleso 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 mp@eessions. If not offset by increases in
volume of sales or the sales of newly-developedyts 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 KWND suppliers and are subject to risks of disruptia in the supply of custom
ASIC, DRAM ICs and NAND.

Our ability to fulfill customer orders or produceaiification samples is dependent on a sufficiempsy of DRAM ICs and NAND,
which are essential components of our memory stibsys We are also dependent on a sufficient sugfptyustom ASIC devices to produce
our HyperCloud™ memory modules. There are a rafgtismall number of suppliers of DRAM ICs and NANdhd we purchase from only a
subset of these suppliers. We have no long-term MRANAND supply contracts. Additionally, we coulaice 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 copis, DRAM and NAND supply expose us to sevésibr including the inability to
obtain an adequate supply of these important coemtsnprice increases, delivery delays and poditgua

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

From time to time, shortages in DRAM ICs and NAN&vh required some suppliers to limit the suppltheir 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 sufficientpdypf 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 akgssto decline and harm our operating
results. In addition, our reputation could be hainvee may not be able to replace any lost busiwégssnew 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 systethene 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 nunebsuppliers available to us, and may require Weagualify a new supplier. If our
suppliers are unable to produce qualification sasph a timely basis or at all, we could experiatedays 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.dvlat 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 theotascence 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 proddetsloped for one customer to another customeausecour products are often designed
to address specific customer requirements, and iEvenare able to sell these products to anothetamner, our margin on such products may
be reduced.

A prolonged disruption of our manufacturing facility could have a material adverse effect on our busass, 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 anetldg the technology for manufacturing. A prolongistuption or material malfunction of,
interruption in or the loss of operations at ounerfacturing 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 faciibuld take an extended amount of time before fi@mtwring operations could restart.
The potential delays and costs resulting from tls¢sps could have a material adverse effect oasiness, financial condition and results of
operations.

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

We must continuously review and improve our mantufideg processes in an effort to maintain satisfigctmanufacturing yields and
product performance, to lower our costs and toretise remain competitive. As we manufacture momaglex products, the risk of
encountering delays or difficulties increases. $taet-up costs associated with implementing newufsaturing 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 expansf our existing manufacturing facility or esliashment 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, wmotbe 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 manufactue custom components for some of our products.

Significant customized components, such as ASIGx,dre used in some of our products such as HypalC’ are designed and
manufactured by third parties. The ability and wdhess 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 penfds obligations in a timely manner or at
satisfactory quality levels, our ability to bringogucts to market or deliver products to our cugtenas well as our reputation, could suffer.
In the event of any such failures, we may haveeaality available alternative source of supply fects products, since, in our experience, the
lead time needed to establish a relationship witkwa design and/or manufacturing partner is at [k2snonths, and the estimated time for
our OEM customers to rgualify our product with components from a new vancnges from four to nine months. We cannot &gou tha
we can redesign, or cause to have redesignedustomized components to be manufactured by a nawifaeturer in a timely manner, nor
can we assure you that we will not infringe onititellectual property of our current design or macture partner when we redesign the
custom components, or cause such components tbsigned by a new manufacturer. A manufacturiagugtion experienced by our
manufacturing partners, the failure of our manufang partners to dedicate adequate resourceg tortduction of our products, the finant
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.
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We have many other risks due to our dependenckimhfarty manufacturers, including: reduced cantrer delivery schedules,
quality, manufacturing yields and cost; the potrtick of adequate capacity during periods of sgaemand; limited warranties on products
supplied to us; and potential misappropriation wfiatellectual property. We are dependent on ocanufacturing partners to manufacture
products with acceptable quality and manufactuyietds, to deliver those products to us on a tintlgis and to allocate a portion of their
manufacturing capacity sufficient to meet our neédihiough our products are designed using thegeedesign rules of the particular
manufacturers, we cannot assure you that our metuufiag partners will be able to achieve or maim@iceptable yields or deliver sufficient
guantities of components on a timely basis or ea@®eptable cost. Additionally, we cannot assurethat our manufacturing partners will
continue to devote adequate resources to produgeroducts or continue to advance the process wésahnologies on which the
qualification and manufacturing of our products based.

If our products do not meet the quality standards 6 our customers, we may be forced to stop shipmentd products until the quality
issues are resolved.

Our customers require our products to meet staatity 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 defeote systems, we may be subject to warranty, producecalls or product liability
claims.

If our products are defectively manufactured, ciontiefective components or are used in defectivaalfunctioning 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 unahbétimn insurance in the future at
satisfactory rates or in adequate amounts. Wari@mtyproduct 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 toeat product returns in circumstances where waatreontractually obligated to do so in ot
to maintain good relations with our customers. Axtitey 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 oyroprietary 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 agiidins regarding our proprietary processes anchtdopy. It is not certain when or if any
of the claims in the remaining applications willdowed. To date, we have had eighteen patenisdsdVe intend to continue filing patent
applications with respect to most of the new preessand technologies that we develop. Howevernpptetection may not be available for
some of these processes or technologies.

It is possible that our efforts to protect our it@etual property rights may not:

» prevent challenges to, or the invalidation or aineention of, our existing intellectual propertyhig;

»  prevent our competitors from independently develgsimilar products, duplicating our products asigeing 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 knowtoathird parties or into the public domain;
e resultin valid patents, including internationatgy@s, from any of our pending or future applicasipor

» otherwise adequately protect our intellectual priypeghts.
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Others may attempt to reverse engineer, copy @raile 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 natt@ct our proprietary rights to the same extergsicable 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 oudpots. 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 haygerienced substantial litigation regarding paserd other intellectual
property rights. Lawsuits claiming that we areiimging others’ intellectual property rights haveeheand may in the future be brought against
us, and we are currently defending against claifmsvalidity in the USPTO. See Note 9 of Notes todudited Condensed Consolidated
Financial Statements, included in Part I, Item dof Quarterly Report on Form ID{or the period ended March 30, 2013, for a matited
description of our legal contingencies as of Ma&36h2013.

The process of obtaining and protecting patenitshisrently uncertain. In addition to the patentisssce process established by law
and the procedures of the USPTO, we must comply $8DEC administrative procedures in protectingiotallectual property within its
industry standard setting process. These proce@uwdge over time, are subject to variability irithapplication, and may be inconsistent
with each other. Failure to comply with JEDEC's adisirative procedures could jeopardize our abilitglaim that our patents have been
infringed.

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

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

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

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

e 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 coalceta material adverse effect on our businessydinbcondition and results of
operations.

There is a limited pool of experienced technicabpanel that we can draw upon to meet our hiriredeeAs 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 compstibave claimed that our employees
misappropriated their trade secrets or violatedecammpetition or non-solicitation agreements. Sorfheus competitors may threaten or bring
legal action involving similar claims against usoarr existing employees or make such claims irfuhée to prevent us from hiring qualified
candidates. Lawsuits of this type may be broughanef 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 agaitisers, including our competitors, customers anthéaremployees, to enforce our
intellectual property, contractual and commerdgihts 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 fhaichase of our products and could
substantially damage our relationship with them.

Any litigation, regardless of its outcome, wouldtee consuming and costly to resolve, divert oanagement’s time and attention
and negatively impact our results of operations.dAfenot assure you that current or future infringettlaims by third parties or claims for
indemnification by customers or end users of oodpcts resulting from infringement claims will g 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 litiggon and administrative proceedings that may materlly 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 liabilgynployment, class action, whistleblower and othiggation and claims, and governmental
and other regulatory investigations and proceediSgsh matters can be time-consuming, divert managgs attention and resources and
cause us to incur significant expenses. Furthern@eause litigation is inherently unpredictabie, tesults of any of these actions could t
a material adverse effect on our business, resfiliperations or financial condition.

If we are required to obtain licenses to use thirgbarty intellectual property and we fail to do so, air 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 obtaiy @ghts and licenses to such third party inteliatproperty. While we have no knowledge
that any third party licensor disputes our belef, cannot assure you that disputes will not arig@é future. The operation of our business
and our ability to compete successfully dependsifsagintly on our continued operation without claiwf infringement or demands resulting
from such claims, including demands for paymentsohey in the form of, for example, ongoing licensfees.

We are also developing products to enter new mswtnilar to our current products, we may use aamepts in these new produ
that contain the intellectual property of third fxes. While we plan to exercise precautions to éwafringing on the intellectual property
rights of third parties, we cannot assure you diggutes 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, opegatisults and financial condition could be sigrmifily harmed.

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

The flash-based storage market is constantly undeggapid technological change and evolving industandards. Many consumer
devices, such as digital cameras, PDAs and smargshare transitioning to emerging flash memornynfis, such as the Memory Stick, and
xD Picture Card formats, which we do not currentignufacture and do not have rights to manufaclteough we do not currently serve
the consumer flash market, it is possible thaade®EMs may choose to adopt these higher-voluovegicost formats. This could result i
decline in demand, on a relative basis, for otmedgpcts that we manufacture such as CompactFl&lan8 embedded USB drives. If we
decide to manufacture flash memory products utigjzmerging formats such as those mentioned, wéde&ilequired to secure licenses to
give us the right to manufacture such productsriet 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 hpveduct shortages, our net sales could be adyemphcted and our customers would
likely cancel orders or seek other suppliers tdaepus.
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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 haveeabre 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® 3dope of such indemnity varies, but may, in sorstances, include indemnification for
damages and expenses, including attorneys’ feasin@urance does not cover intellectual propertgrigement. 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 thmelarinification agreements is unlimited. We mayqaically have to respond to claims
and litigate these types of indemnification obligas. Although our suppliers may bear responsybibr the intellectual property inherent in
the components they sell to us, they may lackittential ability to stand behind such indemnitigdditionally, it may be costly to enforce
any indemnifications that they have granted toAcsordingly, any indemnification claims by customeould require us to incur significant
legal fees and could potentially result in the papirof 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 iexquer, relationships and technical knowledge dfagekey employees. We
believe that our future success will be dependardwr ability to retain the services of these keptyees, develop their successors, reduce
our reliance on them, and properly manage theitian®f their roles should departures occur. Téwslof these key employees could delay
the development and introduction of, and negatiumlyact 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. We maintain “Key Man” life insurance @hun K. Hong; however, we do not carry “Key Mariglinsurance on any of our other
key employees.

Our future success also depends on our abilityttad, retain and motivate highly skilled enginegr manufacturing, and other
technical and sales personnel. Competition for e&peed personnel is intense. We may not be sutd@ssattracting new engineers or other
technical personnel, or in retaining or motivatig existing personnel. If we are unable to hiré getain 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, Whwould harm our business. In addition, the shertafgexperienced engineers, and other
factors, may lead to increased recruiting, rel@ratind compensation costs for such engineers, whéghexceed 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 investiderable time and expense in
training these contract employees. We may expegiigh turnover rates in our contract employee ¥aode, which may require us to expe
additional resources in the future. If we convery af these contract employees into permanent eyapky 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 successfubarketing and selling our products. Moreover, ynainour manufacturers’ representatives
also market and sell other, potentially competimgdpcts. Our representatives may terminate th&itiomships with us at any time. Our fut
performance will also depend, in part, on our apilb attract additional manufacturers’ represewatthat will be able to market and support
our products effectively, especially in marketsvinich 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.

Since 2009, substantially all of our world-wide mtactturing production has been performed at ourufeanturing facility in the
People’s Republic of China, or PRC. Language aftdrai differences, as well as the geographic distafrom our headquarters in Irvine,
California, further compound the difficulties ofrming a manufacturing operation in the PRC. Ouragament has limited experience in
creating or overseeing foreign operations, andrtbig facility may divert substantial amounts ofithiene. We may not be able to maintain
control over product quality, delivery schedulesimufacturing yields and costs. Furthermore, thésaedated to having excess capacity have
in the past and may in the future continue to reavadverse impact on our gross margins and opgnagults.

We manage a local workforce that may subject usgalatory uncertainties. Changes in the labor lafithe PRC could increase the
cost of employing the local workforce. The increhB®lustrialization of the PRC, as well as genecainomic and political conditions in the
PRC, could also increase the price of local laBor or a combination of these factors could negdyivmpact the cost savings we currently
enjoy from having our manufacturing facility in tR&C.

The PRC currently provides for favorable tax rdtesertain 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 wadtirealize the tax benefits to the extent
originally anticipated and this could adversely aopour 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 produot&acilities located in foreign
countries. To facilitate this process and to meetidngterm projected demand for our products, we haveseat manufacturing facility in tf
PRC. Selling and manufacturing in foreign countsabjects us to additional risks not present withdomestic operations. We are operating
in business and regulatory environments in whicthaae limited previous experience. We will needdatinue to overcome language and
cultural barriers to effectively conduct our oparas in these environments. In addition, the ecaeeraf 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.

In the future, some of our net sales may be denateihin 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 cucies at all times. If the Chinese government insti changes in currency conversion
procedures, or imposes restrictions on currency@aion, those actions may negatively impact o@rajons and could reduce our operating
results. In addition, fluctuations in the exchanae between RMB and U.S. dollars may adversebcafiur expenses and results of
operations as well as the value of our assetsiahitities. These fluctuations may also adversélgci the comparability of our period-to-
period results. If we decide to declare dividenals @epatriate 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 afgle to make dividends and repatriate funds framGhinese operations, these dividends
would be subject to U.S. corporate income tax.

International turmoil and the threat of future teist attacks, both domestically and internationdive contributed to an uncertain
political and economic climate, both in the U.Sd gitobally, and have negatively impacted the woittweconomy. 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 teahapplicable regulatory requirements or overcoutfieiral barriers could result in production
delays and increased turn-around times, which wadicrsely affect our business.
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Our international sales are subject to other riglduding regulatory risks, tariffs and other tedgiarriers, 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 withide variety of complex foreign laws and
treaties and potentially adverse tax consequehtesldition, the U.S. or foreign countries may isrpkent quotas, duties, taxes or other
charges or restrictions upon the importation orogtgiion of our products, leading to a reductiosates and profitability in that country.

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

Due to the geographic concentration of our manufaay operations and the operations of certainusfsuppliers, a disruption
resulting from equipment failure, power failuresatity control issues, human error, governmentrigation or natural disasters, including
earthquakes and floods like those that have sttapkn and Thailand, respectively, could interruphi@rfere with our manufacturing
operations and consequently harm our businessdialacondition and results of operations. SuchugiSons would cause significant delays
in shipments of our products and adversely affectoperating 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 governaidavs and regulations relatii
to the protection of the environment, includinggegoverning the discharge of pollutants into thard water, the management and disposal
of hazardous substances and wastes, the cleamgptaiminated sites and the maintenance of a salgimage. 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-basedrdnltiee assembly of our products. Today, we uad-feee soldering technologies in our
manufacturing processes, as this is required folymts entering the European Union. We could isalbistantial 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 aedtiles and regulations of the SEC, which we ctillely refer to as
Section 404, require us to evaluate our internatrots over financial reporting to allow managemtenteport on those internal controls as of
the end of each year. Effective internal controésraecessary for us to produce reliable finaneipbrts and are important in our effort to
prevent financial fraud. In the course of our Sat#d04 evaluations, we may identify conditions tinaty result in significant deficiencies or
material weaknesses and we may conclude that eaimamts, modifications or changes to our internatrods are necessary or desirable.
Implementing any such matters would divert therditbe of our management, could involve significaasts, and may negatively impact our
results of operations.

We note that there are inherent limitations oneffiiectiveness of internal controls, as they capmevent collusion, management
override or failure of human judgment. If we falrhaintain an effective system of internal contayisf management or our independent
registered public accounting firm were to discoverterial weaknesses in our internal controls, wg beaunable to produce reliable financial
reports or prevent fraud, and it could harm ouarficial 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, lmtledtically and internationally. Any future growttay strain our resources,
management information and telecommunication systamd operational and financial controls. To marfature growth effectively,
including the expansion of volume in our manufactyfacility 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&eative manner, and our current systems and clentnay not be adequate to support our
future operations. In addition, our officers hagkatively limited experience in managing a rapigipwing business or a public company.
result, they may not be able to provide the guidamecessary to manage future growth or maintaimdunarket position. Any failure to
manage our growth or improve or expand our exissygiems and controls, or unexpected difficultiedding so, could harm our business.

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

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

difficulties in integrating the operations, techogiks 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 insgzl expenses associated with acquisitions orrachgeompanies;

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

» the overestimation of potential synergies or ayd&laealizing those synergies;

» entering markets in which we have no or limitedezignce and in which competitors have stronger gtgyksitions; and

« the potential loss of key employees of the acqui@dpanies.

Future acquisitions also could cause us to incht debe subject to contingent liabilities. In aghi, acquisitions could cause us to
issue equity securities that could dilute the owhgr percentages of our existing stockholders.Heuntore, acquisitions may result in mate
charges or adverse tax consequences, substargiakiion, deferred compensation charges, in-pooesearch and development charges,
the amortization of amounts related to deferredksttased compensation expense and identifiabléhpaed intangible assets or impairment
of goodwill, any or all of which could negativel§fect our results of operations.

We have incurred a material amount of indebtednes® fund our operations, the terms of which requiredthat we pledge substantially
all of our assets as security and that we agree $hare certain patent monetization revenues that magccrue in the future. Our level of

indebtedness and the terms of such indebtednessutbadversely affect our operations and liquidity.

We have incurred debt secured by all of our asseder our credit facilities and term loans with DBIedit Funding, LLC (the
“Lender”) and Silicon Valley Bank.

Our credit facility with the Lender is secured bfjrat-priority security interest in our intellecluproperty assets (other than certain
patents and related assets relating to the NVyeiattuct line) and a second priority security ingttia substantially all of our other assets.
Our credit facility with Silicon Valley Bank is sered by a first priority security interest in afl@ur assets other than our intellectual property
assets, to which Silicon Valley Bank has a secoraity security interest.
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The credit facility with the Lender contains custognrepresentations, warranties and indemnificgtimvisions, as well as
affirmative and negative covenants that, amongrdttiegs restrict our ability to:

e incur additional indebtedness or guarantees;

* incur liens;

* make investments, loans and acquisitions;

e consolidate or merge;

« sell or exclusively license assets, including apstock of subsidiaries;
e alter our business;

e engage in transactions with affiliates; and

e  pay dividends or make distributions.

The credit facilities also include events of defawicluding, among other things, payment defaliteaches of representations,
warranties or covenants, certain bankruptcy evamis,certain material adverse changes. If we wedefault under either credit facility and
were unable to obtain a waiver for such a defatiérest on the obligations would accrue at aneiased rate. In the case of a default, the
lenders could accelerate our obligations undectbdit agreements and exercise their rights tacfose on their security interests, which
would cause substantial harm to our business avgppcts.

Incurrence and maintenance of this debt could In@aterial consequences, such as:

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

* increasing our vulnerability to adverse economid maustry conditions;

« 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 @ptable terms, if at all.

Concurrently with the execution of the credit fagilvith the Lender, we entered into a Patent Mmagion Side Letter Agreement
which provides, among other things, that an at@liaf the Lender may be entitled to share in centanetization revenues that we may de
in the future related to our patent portfolio (exthg certain patents relating to the NvVvdilt  pretdine). Monetization revenues subject
to this arrangement include revenues recognizeidgltine seven year term of the Letter Agreememhfnet amounts actually paid to us or
our subsidiaries in connection with any assertijmgreement not to assert, or license of, ourntatertfolio. Monetization revenues subject
to the arrangement also include the value attridateo our patent portfolio in any sale of the Camp during the seven year term, subject
maximum amount. The Letter Agreement also requiraswe use commercially reasonable efforts tayeiopportunities to monetize our
patent portfolio during the term of the Letter Agngent, provided that we are under no obligatiopuisue any such opportunities that we do
not deem to be in Company’s best interest in casweable business judgment. Notwithstanding tregfing, there can be no assurance that
we will be successful in these efforts, and we mgyend resources in pursuit of monetization reveitiigt may not result in any benefit to
us. Moreover, the revenue sharing obligation keiluce the benefit we receive from any monetizatiansactions, which could adversely
affect our operating results and would reduce theumts payable to our stockholders in the eveatsHle transaction.
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USE OF PROCEEDS

We estimate the net proceeds to us from the saleedafecurities offered under this prospectusr ditducting our estimated offering
expenses, will be approximately $960,000 if we grlmaximum amount of common stock and warrariesed hereby.

We expect to use the net proceeds from this offdiimcluding any resulting from the exercise of raats, if any) for general corporate
purposes. Our management will have significantilfiéigy in applying the net proceeds of this offegi Until the funds are used as described
above, we intend to invest the net proceeds frasnatfiering in interest-bearing, investment gradeusities.

DILUTION

If you invest in our common stock, you will experée dilution to the extent of the difference betwéee price per share you pay in
this offering and the net tangible book value gers of our common stock immediately after thi®offg. Our net tangible book value as of
March 30, 2013 was approximately $ 10,993,000approximately $ 0.36 per share. Net tangible baalkes per share is determined by
dividing our total tangible assets, less totaliliies, by the number of shares of our common lstmatstanding as of March 30, 2013.

After giving effect to the sale of 1,098,902 shasEsommon stock by us at a price of $0.91 pereshad after deducting our
estimated offering expenses payable by us , oadassted net tangible book value as of March 3@320ould have been approximately
$11,953,000, or approximately $0.38 per share. fidpsesents an immediate increase in net tangdn& balue of approximately $0.02 per
share to our existing stockholders and an immediiftiéion in pro forma net tangible book value gpaoximately $0.52 share to new
investors. The following table illustrates thisadhtion on a per share basis:

Offering price for one share of common st $ 0.91
Net tangible book value per share as of March 8Q3; $ 0.3€
Increase per share attributable to new inves $ 0.0z
As adjusted net tangible book value per share #Hftemoffering $ 0.3¢
Dilution per share to new investc $ 0.52

The above discussion and table are based on 3658L&hares of common stock issued and outstandin§March 30, 2013 and
exclude:

» 5,782,617 shares of common stock issuable upormigrasf options outstanding as of March 30, 2013ylach approximately
3,104,571 shares are exercisable;

1,191,949 shares of common stock available foréugwants under our stock option plans as of M&f;2013;

* 2,275,282 shares of common stock issuable upormierasf warrants outstanding as of March 30, 2@ll&f which are
exercisable at $ 0.89 per share; and

e awarrant to purchase up to 1,648,351 shares afmumon stock, which is exercisable at a per space of $1.00 and which
was issued on July 18, 2013 in connection withetkexution of a loan and security agreement.

The above illustration of dilution per share toéstors participating in this offering assumes nereise of outstanding options to
purchase our common stock. The exercise of outistgruptions having an exercise price less tharoffexing price will increase dilution to
new investors. In addition, we may choose to radditional capital due to market conditions ortsig&c considerations even if we believe we
have sufficient funds for our current or future g plans. To the extent that additional capgahised through the sale of equity or
convertible debt securities, the issuance of tiseserities could result in further dilution to atockholders.
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DESCRIPTION OF SECURITIES WE ARE OFFERING
Common Stock

The material terms and provisions of our commounlkstmd each other class of our securities thatfggsabr limits our common
stock are described under the caption “Descrippio@apital Stock” starting on page 2 of the acconyjreg prospectus. As of July 16, 2013,
we had 30,459,591 shares of common stock outstgndin

Warrants

The following is a brief summary of certain ternmelaonditions of the warrants and is subject imedpects to the provisions
contained in the warrants.

Form. The warrants will be issued as individual warragteements to the investors. You should revieapy of the form of warrant,
which will be filed with the Securities and Exchan@ommission by us as an exhibit to a Current RepoForm 8-K in connection with this
offering within the time period required by suchrfg for a complete description of the terms anddatims applicable to the warrants.

Exercisability. The warrants are exercisable at any time onter #fe date of their original issuance, and attang up to the date that
is seven years after such initial exercise date.Warrants will be exercisable, at the option afhelaolder, in whole or in part by delivering to
us a duly executed exercise notice and, at anydimegistration statement registering the issuahtiee shares of common stock underlying
the warrants under the Securities Act of 1933 nasraled, or the Securities Act, is effective andlabke for the issuance of such shares, ¢
exemption from registration under the Securities id@vailable for the issuance of such sharegayynent in full in immediately available
funds for the number of shares of common stockimsed upon such exercise. If a registration stateragistering the issuance of the shares
of common stock underlying the warrants under tbeuBties Act is not then effective or availablee tiolder may only exercise the warrant
through a cashless exercise, in which case theehulduld receive upon such exercise the net nuwibgnares of common stock determined
according to the formula set forth in the warrda. fractional shares of common stock will be issiredonnection with the exercise of a
warrant. In lieu of fractional shares, we will piéag holder an amount in cash equal to the fractiameunt multiplied by the exercise price.

Exercise Limitation A holder will not have the right to exercise gurtion of the warrant if the holder (together wiith affiliates)
would beneficially own in excess of 4.99% of thenter of shares of our stock outstanding immediadéhyr giving effect to the exercise, as
such percentage ownership is determined in accoedaith the terms of the warrants. However, angl@éomay increase or decrease such
percentage to any other percentage not in excex9@¥ upon at least 61 days’ prior notice fromhbéler to us.

Exercise Price; Anti-Dilution The initial exercise price per share of commaelsipurchasable upon exercise of the warrants.30$1
per share of common stock. The exercise priceliggstito appropriate adjustment in the event ofaderstock dividends and distributions,
stock splits, stock combinations, reclassificationsimilar events affecting our common stock alsd apon any distributions of assets,
including cash, stock or other property to our klmdders.

Transferability. Subject to applicable laws, the warrants mayffered for sale, sold, transferred or assigned avittour consent. The
is currently no trading market for the warrants artdading market is not expected to develop.

Exchange Listing We do not plan on applying to list the warrantsioee NASDAQ Global Market, any other national sé@s
exchange or any other nationally recognized tradirsgem.

Fundamental Transactiondn the event of a fundamental transaction, asride=d in the warrants and generally including any
reorganization, recapitalization or reclassificatad our common stock, the sale, transfer or otliggosition of all or substantially all of our
properties or assets, our consolidation or merggr ov into another person, the holders of the a@ts will be entitled to receive upon
exercise of the warrants the kind and
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amount of securities, cash or other property thatiolders would have received had they exerclseavarrants immediately prior to such
fundamental transaction. In the event of a fundaaiéransaction that is an all cash transactidigoing private” transaction as defined in
Rule 13e-3 under the Securities Exchange Act oft16B8a fundamental transaction involving a persioantity not traded on a national
securities exchange, the Company or any successty will, at the Warrant holder’s option, purclesthe Warrants by paying to the Warrant
holder an amount of cash equal to the value ofg¢hgining unexercised portion of the Warrants endate of the consummation of such
fundamental transaction, as calculated based oBl#wk-Scholes Option Pricing Model obtained frdre tOV” function on Bloomberg, L.F
determined as of the day of consummation of thdiegige fundamental transaction for pricing purmas set forth in the Warrants.

Rights as a StockholdeExcept as otherwise provided in the warrantsyoritiue of such holder’s ownership of shares af cmmon
stock, the holder of a warrant does not have ttgsior privileges of a holder of our common staokluding any voting rights, until the
holder exercises the warrant.

PLAN OF DISTRIBUTION

We have agreed to sell directly to the institutidnaestor all of the shares of common stock andards offered by this prospectus
supplement. We have not engaged an underwritazeplant agent or advisor to arrange the purchasaleiof any of the securities offered
hereunder. There will be no fees or commissiond fmlany member of the Financial Industry Regujatauthority, Inc. or independent
broker-dealer in connection with this offering.

We estimate the total expenses of this offering withbe payable by us will be approximately $4000 We have entered into a
securities purchase agreement directly with thestor in connection with this offering. The sedestpurchase agreement contains custol
representations, warranties and covenants foracdiosis of this type. These representations, whesand covenants were made solely for
purposes of the securities purchase agreementhautsnot be relied upon by any of our investor®wbhe not parties to the agreement, nor
should any such investor rely upon any descripttbaseof as characterizations of the actual stefects or condition. Such investors are not
third party beneficiaries under the securities hase agreement.

The purchase and sales under the securities peragasement (and of the shares issuable upon seencexchange of the warrar
is registered pursuant to our shelf registratiateshent on Form S-3 File Number 333-177118 and agich this prospectus supplement
relates.

The foregoing description of the securities purehagreement is only a summary, does not purpd twomplete and is qualified in its
entirety by reference to the securities purchaseemgent, a copy of which will be attached as antétxto our Current Report on Form 8-K,
which will be filed with the SEC on July 18, 2013dais incorporated herein by reference.

This prospectus supplement will be distributechimihvestor who agrees to purchase the securitigsvdl inform the investor of the
closing date as to such securities. We currentligigate that closing of the sale of the sharesaomfimon stock and warrants offered pursuant
to this prospectus supplement will take place oabmut July 19, 2013. The investor will also beinfed of the date and manner in which it
must transmit the purchase price for its shareswilfe@leposit the shares of our common stock witte Depository Trust Company once the
funds have been received. At the closing, The DiggrgsTrust Company will credit the shares to tlee@unt of the investor. We will mail
warrants directly to the investor at the addres$osth in its purchase agreement with us.

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

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

S-29




Table of Contents
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, N¥wark, New York is acting as counsel for the investoconnection with the securities
offered hereby.

EXPERTS

The financial statements incorporated by referémdkis prospectus supplement have been so incatgubby reference in reliance
upon the reports of KMJ Corbin & Co., LLP, indepentregistered public accounting firm, given onitl@thority as experts in accounting
and auditing.

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 ReferefRoom. Our SEC filings are also available on tRE'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:iwnetlist.com. We have not incorporated
by reference into this prospectus the informatinroor website, and you should not consider it ta Ipart 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 prospecsugpplement or the prospectus. The
information incorporated by reference is consideocble part of this prospectus supplement and praisp, 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 Si@er Sections 13(a), 13(c),
14 or 15(d) of the Securities and Exchange Act3¥4l as amended, from the date of this prospeajydeament to the completion of all
offerings of the particular securities offered histprospectus supplement, except that we do cotporate 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 irmwrated by reference
this prospectus supplement:

e our Annual Report on Form 10-K for the year ended@&@nber 29, 2012;

e our Quarterly Report on Form 10-Q for the quartedesl March 30, 2013;

e our Current Report on Form 8-K filed on June 111,20

» our Definitive Proxy Statement for our Annual Meegtiof Stockholders held on June 10, 2013; 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, uiithg any beneficial owner, to whom a prospectwels/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 SasakiCGhief Financial Officer, at (949) 474-4300.

S-30




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 mangsHactions, separately or toge
in any combination and as separate series, anthduiats, at prices and on terms that we will deteengit the times of the offerings. We may
also offer any of these securities that may beaislsuupon 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 $4DMO0.

We will provide specific terms of any offering ingplements to this prospectus, which we will delivgether 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 inv&siis prospectus may not be used to offer andssellirities unless accompanied by a
prospectus supplement.

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

Our common stock is listed on the NASDAQ Global Mdrunder the symbol “NLST.” On September 29, 20hé last reported
sale price of our common stock was $1.28 per share.

On September 29, 2011, the aggregate market valuer outstanding common stock held by non-affdsatvas $25,812,796. We
have not previously offered pursuant to Generatuigtion 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 wh the Securities and Exchange Commission, as degmd 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 séiesror combinations of the securities
described in this prospectus in one or more offgxim 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 oftagr contracts and other important documents we sammarized in this prospectus. Since
these summaries may not contain all the informattian you may find important in deciding whetheptachase the securities we offer, you
should review the full text of these documents. Weee filed and plan to continue to file other doemts with the SEC that contain
information about us and our business. Also, wiefilé legal documents that control the termstuod securities offered by this prospectus as
exhibits to the reports we file by the SEC. Thaskgtion statement and other reports can be aidaiom the SEC as indicated under the
heading “Where You Can Find More Information.”

This prospectus provides you with a general deSoripf the securities that we may offer. Each tineeoffer securities pursuant to this
prospectus, we will provide a prospectus supplerarndtor other offering material that will contajmesific information about the terms of t
offering. When we refer to a “prospectus suppleryiemé are also referring to any free writing prospsauother offering material authoriz
by us. The prospectus supplement may also addteipdahange information contained in this prosyeclf there is any inconsistency
between the information in this prospectus andaffy@icable prospectus supplement, you should nefthe information in the prospectus
supplement or incorporated information having arlaate. You should read this prospectus and argppctus supplement together with
additional information described under the headipere You Can Find More Information.”

You should rely only on the information providedtiis prospectus, in any prospectus supplemernpother offering material that we
authorize, including the information incorporatadrbference. We have not authorized anyone to geoyou with different information. You
should not assume that the information in this pecsus, any supplement to this prospectus, or Hrer offering material that we authorize
accurate at any date other than the date indicatele cover page of these documents or the ddke attatement contained in any
incorporated documents, respectively. This prosyeeistnot an offer to sell or a solicitation ofaffer to buy any securities other than the
securities referred to in the prospectus supplendris prospectus is not an offer to sell or ac#aition of an offer to buy such securities in
any circumstances in which such offer or solicitatis unlawful. You should not interpret the detivef this prospectus, or any sale of
securities, as an indication that there has beashange in our affairs since the date of this peosgs. You should also be aware that
information in this prospectus may change aftes tlaite. The information contained in this prospeotua prospectus supplement or
amendment, or incorporated herein or therein bgregfce, is accurate only as of the date of thisgectus or prospectus supplement or
amendment, as applicable, regardless of the tindelofery of this prospectus or prospectus suppigraeamendment, as applicable, or of
any sale of the shares. Unless the context otBerwgiquires, in this prospectus “Netlist,” “we,’siuand “our” refer to Netlist, Inc. and its
consolidated subsidiaries.




ABOUT NETLIST, INC.

We design, manufacture and sell high performamggcibased memory subsystems for the datacentegrsamd 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 omgcts to leading original equipment manufacterestomers. 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 cusemiconductor logic, to deliver memory
subsystems with high memory density, small fornidadigh 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 carefotigsider the risks described under
the heading “Risk Factors” contained in the apjbliegprospectus supplement and any related freengirospectus 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 cmkisl materially and adversely affect «
business, results of operations and financial d@rdand 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 ouisimess operations and financial
condition. See “Where You Can Find More Informatio

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the applicable prospectus soqpit includes and incorporates by reference “fav@oking statements.” We
intend these forward-looking statements to be ad/éry the safe harbor provisions for forward-logkstatements contained in the Private
Securities Litigation Reform Act of 1995. Words buas “anticipate,” “estimate,” “expect,” “projectihtend,” “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 expectaifdnture events of our management and
are subject to known and unknown risks, uncertsnaind assumptions that could cause actual résulier materially from those described
in any forward-looking statements. These factosrésks include, but are not limited to, continuthgvelopment, qualification and volume
production of EXPRESSvault™, NVvault™ and HyperGI&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 aadefnark Office; volatility in the pricing of DRAMOs and NAND; changes in and
uncertainty of customer acceptance of, and demamafir existing products and products under dgarekmt, including uncertainty of and/or
delays in product orders and product qualificatialedays in our and our customers’ product releaselsdevelopment; introductions of new
products by competitors; changes in end-user derfraridchnology solutions; our ability to attracidbretain skilled personnel; our reliance
on suppliers of critical components and vendothésupply chain; fluctuations in the market poéeritical components; evolving industry
standards; the political and regulatory environniethe People’s Republic of China; and other intgnair factors that we discuss in greater
detail under the heading “Risk Factors” contairmethe applicable prospectus supplement and antetefeee writing prospectus, and in our
most recent annual report on Form 10-K and in ocostmecent quarterly report on Form 10-Q, as welisy amendments thereto reflected in
subsequent filings with the SEC. Given these rigksgrtainties and other important factors, yowshaot place undue reliance on these
forward-looking statements. You should carefullgddooth this prospectus, the applicable prospexttpplement 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 materiailfiecent from what we expect.

These forward-looking statements represent oumestis and assumptions only as of the date madeundértake no duty to update
these forward-looking statements after the datlisfprospectus, except as required by law, evengh 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 specifidaaijun, we may initially invest the net
proceeds in short-term marketable securities.

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

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

This prospectus contains a summary of the matgeiakral terms of the various securities that we affgr. The specific terms of the
securities will be described in a prospectus suppl, information incorporated by reference, oe fagiting prospectus, which may be in
addition to or different from the general terms suamized in this prospectus. Where applicable, thspgectus 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 ther#tées offered are or will be listed on any seties exchange. The summaries contained in
this prospectus and in any prospectus supplemefdsmation incorporated by reference or free wdtprospectus may not contain all of the
information that you would find useful. Accordinglyou should read the actual documents relatiranjosecurities sold pursuant to this
prospectus. See “Available Information” and “Incorgtion of Certain Information by Reference” fofdrmation about how to obtain copies
of those documents.

The terms of any particular offering, the initidesing 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 stdueepital 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 mitielerms of our capital stock and certain provisiof our Restated Certificate of
Incorporation and Amended and Restated Bylawss @éscription 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&eMdormation.”

Common Stock
We are authorized to issue up to 90,000,000 sludreisr 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 cumudatoting rights in the election of directors. Aatimgly, holders of a majority of the
shares voting are able to elect all of our directdubject 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 evafndur 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 fuadigions 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 seniésout stockholder approval. Our Board of Direst authorized to fix the number of
shares of preferred stock and to determine ordisg &s no shares of such series are then outstgratdiar for each such series, such voting
powers, full or limited, or no voting powers, anetB designations, preferences, and relative, fygatiog, optional, or other rights and such
qualifications, limitations, or restrictions thefeas shall be stated and expressed in the resplatiresolutions 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 subordinatedpayi passuwith, or senior to any of those of any present or
future class or series of our capital stock. Ouaf8af Directors is also authorized to decreasatimber of shares of any series, prior or
subsequent to the issue of that series, but notwbitle number of shares of such series then oulisiginin case the number of shares of any
series shall be so decreased, the shares comgfiauty decrease shall resume the status whichhtidyprior to the adoption of the resolution
originally fixing the number of shares of such seri

This section describes the general terms and poog®f our preferred stock. The applicable progmesupplement will describe the
specific terms of any shares of preferred stockreff through that prospectus supplement, as welhageneral terms described in this
section that will not apply to those shares of @nefd stock. We will file a copy of the certificaiEdesignation that contains the terms of each
new series of preferred stock with the SEC each tima issue a new series of preferred stock. Eatificate of designation will establish the
number of shares included in a designated serig$athe designation, powers, privileges, prefeesand rights of the shares of each series
as well as any applicable qualifications, limitagcor restrictions. You should refer to the apfilieacertificate 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 Catfmr Law of the State of Delaware, which prohikit®elaware corporation from

engaging in any “business combination” with anytémested stockholder” for a period of three yedtexr ahe date that such stockholder
became an interested stockholder, with the follgvérceptions:

« before such date, the board of directors of thpamation approved either the business combinatidghestransaction that resulted
in the stockholder becoming an interested holder;

» upon consummation of the transaction that resutékde stockholder becoming an interested stocldrolthe interested
stockholder owned at least 85% of the voting stufdkie corporation outstanding at the time thegaation began, excluding,
for purposes of determining the number of shard¢standing, those shares owned by persons who @&alis and also office
and by employee stock plans in which employee g@petnts do not have the right to determine confidéiy 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 consenthgyaffirmative 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 transactionrdgsilts in the issuance or transfer by the cotfraf 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 instesl 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 persdiliafed with or controlling or controlled by su@hmtity or person.

Certificate of Incorporation and Bylaws

Provisions in our Restated Certificate of Incorporaand Amended and Restated Bylaws may haveftbet ®f discouraging certain
transactions that may result in a change in cowfrour company. Some of these provisions provide stockholders cannot act by written
consent and impose advance notice requirementpranddures with respect to stockholder proposalsta nomination 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 stockholdéngr directors and our officers are indemnifiedusyto the fullest extent permitted by
applicable law pursuant to our Restated Certificdtecorporation. 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 ohtaontrol of the Company by means of a proxy cdnteader offer, merger or otherwise.

Blank Check Preferred Stock
Our Restated Certificate of Incorporation authari@ar Board of Directors to approve the issuanagoab 10,000,000 shares of
preferred stock, without further approval of theckholders, and to determine the rights and prets of any series of preferred stock. The
Board could issue one or more series of prefert@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 pteanium over the market price.
DESCRIPTION OF WARRANTS
We may issue warrants to purchase common stocferped stock or other securities described in phaspectus. We may issue
warrants independently or as part of a unit witheotsecurities. Warrants sold with other securdi®a unit may be attached to or separate
from the other securities. The prospectus supplénetaiting to any warrants we are offering will dekse specific terms relating to the
offering, including a description of any other sgites 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 ssuied;

« the designation, number and terms of any commark spmeferred stock or other securities purchasapt exercise of the
warrants and procedures by which those numbersbhmaygljusted;

« the exercise price of the warrants, including argvisions for changes or adjustments to the exemmike, 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 anotkeusty, the date on or after which the warrants @@ other security will be
separately transferable;

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

« a discussion of material federal income tax conatitans, if applicable; and
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* any other terms of the warrants and any other gexusold 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 desdhibespecific 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 descriptiomotirestate 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. Forerinformation, please review the form of the val® 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 aledhitider of each security included in the L

Thus, the holder of a unit will have the rights ardigations of a holder of each included secuiitye prospectus supplement will describe:

* the designation and terms of the units and of deeisties comprising the units, including whethed ainder what circumstances
securities comprising the units may be held ordimmed separately;

« a description of the terms of any unit agreemertgung the units;

« a description of the provisions for the paymentt|ement, transfer or exchange of the units;
« a discussion of material federal income tax conatitans, if applicable; and

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

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

PLAN OF DISTRIBUTION

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

We may distribute securities from time to time imea@r 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 prosgesiipplement, the obligations of any underwritguucchase securities will be
subject to certain conditions, and an underwritérive 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 reselséwarrities 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 purchaseisges from time to time. Unless stated otherwisthe applicable prospectus
supplement, any agent will be acting on a bestsftmasis 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 seasifor whom they may act as agents. Underwritesssak 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 participetiee distribution of securities may be
deemed to be underwriters, as that term is defimélte Securities Act of 1933, as amended (the U8ges 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 idigreiny such underwriter or agent, and we will déseany compensation paid to them, in
the related prospectus supplement.

Underwriters, dealers and agents may be entitle@uagreements with us to indemnification againsgt@ntribution toward certain
civil liabilities, including liabilities under th&ecurities Act.

If stated in the applicable prospectus supplemeatyill authorize agents and underwriters to sbtiffiers by certain specified
institutions or other persons to purchase secaritighe public offering price set forth in the gpectus 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 compamesjon funds, investment companies, educatiorththaritable institutions, and other
institutions, but shall in all cases be subjeatto approval. These contracts will be subject @althose conditions set forth in the applicable
prospectus supplement and the applicable prospsapmement will set forth the commission payablesblicitation 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 undiews and other agents will not have any
responsibility in respect of the validity or perfwaince of these contracts.

The securities may or may not be listed on a natisacurities exchange or traded in the over-thavmy market, as set forth in the
applicable prospectus supplement. No assurancbecgiven as to the liquidity of the trading marfatany of our securities. Any
underwriter may make a market in these securitit®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 the distribution of the securities is complet&EC rules may limit the ability of
any underwriters and selling group members to dicahd purchase the securities. As an exceptitimete rules, representatives of any
underwriters are permitted to engage in certaimseations that stabilize the price of the secwifihese transactions may consist of bids or
purchases for the purpose of pegging, fixing omtaaning the price of the securities. If the undetevs create a short position in the
applicable securities in connection with any ofigr{in other words, if they sell more securitiesrtlare set forth on the cover page of the
applicable prospectus supplement) the represeeasatif’the underwriters may reduce that short peshiy purchasing securities in the open
market. The representatives of the underwriters atsy 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 represergaiiviie underwriters may also impose a
penalty bid on certain underwriters and sellingugranembers. This means that if the representapiveshase securities in the open market to
reduce the underwritershort position or to stabilize the price of thewséts, 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 tipasehases. The imposition of a penalty bid migkb dlave an effect on the price of the
securities to the extent that it discourages resafl¢he securities. The transactions describegteabtay have the effect of causing the price of
the securities to be higher than it would othenlise If commenced, the representatives of themwriters may discontinue any of the
transactions at any time. In addition, the represi@ves of any underwriters may determine notrigagle in those transactions or that those
transactions, once commenced, may be discontinitedwt notice.

Certain of the underwriters or agents and theio@ases may engage in transactions with and peréamvices 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 disition of securities exceed eight percent of trgregate principal amount of the offering of
securities in which that FINRA member or indeperideoker-dealer participates.
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LEGAL MATTERS
Morrison & Foerster LLP, San Diego, California, lsssed upon the validity of the securities tofiered pursuant to this prospectus.
EXPERTS

The consolidated financial statements of Netlist, nd its subsidiaries included in the Compa#Ayiaual Report on Form 10-K for
the year ended January 1, 2011 have been auditédByCorbin & Company LLP, an independent regisdquablic accounting firm, as
stated in their report which is incorporated byerefce herein, and has been so incorporated ameoeliupon such report and upon the
authority of such firm as experts in accounting aaditing.

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 referriray to those documents. These incorporated docisneentain important business and
financial information about us that is not includedr delivered with this prospectus. The infotim@a 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 listéalbas well as any future filings made with the Skt@ler Sections 13(a), 13(c),
14 or 15(d) of the Securities and Exchange Act3#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 prospectud we sell all of the securities under this
prospectus, except that we do not incorporate acyrdent or portion of a document that is “furnishiedthe SEC, but not deemed
“filed.” The following documents filed with the SEare incorporated by reference in this prospectus:

* our Annual Report on Form 10-K for the year endeuudry 1, 2011;

» our Quarterly Reports on Form 10-Q for the quaréerded April 2 and July 2, 2011,

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

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

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

We will provide without charge to each person, iididthg any beneficial owner, to whom a prospectwelszered, on written or oral
request of that person, a copy of any or all ofdbeuments we are incorporating by reference tiggrospectus, other than exhibits to those
documents unless such exhibits are specificallgringrated 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 ReferefRoom. Our SEC filings are also available on tBE'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:¥iwnetlist.com. We have not incorporated
by reference into this prospectus the informatioroar website, and you should not consider it ta part of this document.
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