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NETLIST, INC.
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
May 30, 2007
TO OUR STOCKHOLDERS:

We will hold our 2007 annual meeting of the stodklees of Netlist, Inc., a Delaware corporation,Wednesday, May 30, 2007 at
10:00 a.m., Pacific Time, at our principal execeitoffices at 475 Goddard, Irvine, California 926f8,the following purposes, which are
further described in the accompanying Proxy Statéme

(1) To elect six directors to our Board of Directors#&ve for a term of one year or until their susoes are duly elected and qualified,;
and

(2) To transact other business as may properly conmwdéie annual meeting or any adjournment thereof.

Our Board of Directors has fixed the close of basgon March 31, 2007 as the record date for ttegrdmation of stockholders entitled
to vote at the meeting or any meetings held upgouadment of the meeting. Only record holders af cammon stock at the close of
business on that day will be entitled to vote. Ayof our 2006 annual report to stockholders idased with this notice.

We invite you to attend the meeting and vote irsperf you cannot attend, to ensure that you are repremnted at the meeting,
please sign and return the enclosed proxy card asgmptly as possible in the enclosed postage prepaghvelopelf you attend the
meeting, you may vote in person, even if you presip returned a signed proxy.

By order of the Board of Director

Lee Kim
Vice President, Chief Financial Officer and Secretary

Irvine, California
May 18, 2007




NETLIST, INC.

PROXY STATEMENT
GENERAL INFORMATION

We are sending you this proxy statement in conardtiith the solicitation of proxies by our Boardifectors, for use at our 2007
annual meeting of stockholders, which we will holdWednesday, May 30, 2007 at 10:00 a.m., Padifie,tat our principal executive offic
at 475 Goddard, Irvine, California 92618. The peaxwill remain valid for use at any meetings hgddruadjournment of that meeting. The
record date for the meeting is the close of busimasMarch 31, 2007. All holders of record of oamenon stock on the record date are
entitled to notice of the meeting and to vote atriteeting and any meetings held upon adjournmethiabimeeting. Our telephone number is
(949) 435-0025. This proxy statement is beingatiitidistributed to stockholders on or about May 2807.

Whether or not you plan to attend the meeting nsqe, please date, sign and return the encloseq pard as promptly as possible, in
the postage prepaid envelope provided, to ensateytiur shares will be voted at the meeting. Yoy nexoke your proxy at any time prior to
its use by filing with our secretary an instrumsantoking it or a duly executed proxy bearing arakate or by attending the meeting and
voting in person.

Unless you instruct otherwise in the proxy, anyxprthat is not revoked will be voted at the meeting
» For each nominee to our Board of Directors; and

» Asrecommended by our Board of Directors, in isctktion, with regard to all other matters as nraperly come before the annual
meeting or any adjournment thereof.

Voting Information

Our only voting securities are the outstanding eharf our common stock. At the record date, wedmmoximately 19,644,487 shares
common stock outstanding and approximately 47 stoiclers of record. Each stockholder is entitledrie vote per share on each matter that
we will consider at this meeting. Stockholdersmmweentitled to cumulative votes. Brokers holdihgres of record for their customers
generally are not entitled to vote on some matiafess their customers give them specific votirggrirctions. If the broker does not receive
specific instructions, the broker will note this thre proxy form or otherwise advise us that it lwekting authority. The votes that the brokers
would have cast if their customers had given thpet#ic instructions are commonly called “brokemnmmotes.” If the stockholders of record
present in person or represented by their proxiéseameeting hold at least a majority of our shafecommon stock outstanding as of the
record date, a quorum will exist for the transacttid business at the meeting. Stockholders attgnitlie@ meeting in person or represented by
proxy at the meeting who abstain from voting ammkbr non-votes are counted as present for quorupopas.

Votes Required for Proposals

Directors are elected by a plurality of the votastcwhich means that the six nominees with thet mates will be elected. As a result,
withholding authority to vote for a nominee andk@onon-votes with respect to the election of doecwill not affect the outcome of the
election of directors.




Proxy Solicitation Costs

We will pay for the cost of preparing, assemblipgnting and mailing these proxy materials to dockholders, as well as the cost of
soliciting proxies relating to the meeting. We maguest banks and brokers to solicit their custsméro beneficially own our common stc
listed of record in names of nominees. We will fieimse these banks and brokers for their reasowalblef-pocket expenses regarding these
solicitations. Our officers, directors and emplayegay supplement the original solicitation by nediproxies by telephone, facsimile, e-mail
and personal solicitation. We will pay no additiboempensation to our officers, directors and ery@és for these activities.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

At the meeting, you will elect six directors toweuntil the 2008 annual meeting of stockholdersriil their respective successors are
elected and qualified. Four of the six directorgehbeen determined to be independent under thmglistquirements of The Nasdaq Global
Market. Please see the section titled “Directoepwhdence” below for more information. The Nomimgitind Corporate Governance
Committee of our Board of Directors has recommendad our Board of Directors has nominated, Chuklétig, Nam Ki Hong, Thomas F.
Lagatta, Alan H. Portnoy, David M. Rickey and PoasRomm for election as directors. All of theseiwdlials are currently members of our
Board of Directors. Each nominee has consentedittgmamed in this proxy statement as a nominedasdgreed to serve as a director if
elected.

Unless the proxy indicates otherwise, the persansed as proxies in the accompanying proxy havesaduis that at the meeting they
intend to vote the shares covered by the proxiethtobelection of the nominees named above. Ifanaore of the nominees are unable or
willing to serve, the persons named as proxies vodg for the election of the substitute nominees ttur Board of Directors may propose.
The accompanying proxy contains a discretionarptgodauthority with respect to this matter. Thesoms named as proxies may not vote for
a greater number of persons than the number ofmeainamed above.

No arrangement or understanding exists betweemamynee and any other person or persons pursuaitithh any nominee was or is
to be selected as a director or nominee. Excep€iom Ki Hong and Nam Ki Hong, who are brothers)anof the nominees has any family
relationship with any other nominee or with anyoaf executive officers.

The Board of Directors recommends a vote FOR the ettion of each of the named nominees as directors.

Information Concerning Members of Our Board of Directors

Name Age Position

Chun Ki Hong 46 President, Chief Executive Officer and ChairmaihefBoarc
Nam Ki Hong 43  Director

Thomas F. Lagatt 49 Director

Alan H. Portnoy 61 Director

David M. Rickey 51 Director

Preston Romn 53 Director

Chun Ki Hong has been our President and Chief Executive Offitere our inception, and assumed the title of @hair of the Board in
January 2004. From September 2000 to September BIOHong served as President and Chief Operddfiger of Infinilink Corporation,
a DSL equipment company.




Mr. Hong assisted us on a part-time basis untiteigarture from Infinilink, at which time he assutiall-time responsibilities with us. From
July 1998 until September 2000, Mr. Hong serveBescutive Vice President of Viking Components, Jecemory subsystems
manufacturing company. From November 1997 to J@981he was General Manager of Sales at LG Sen@conlLtd., a public
semiconductor manufacturing company in South Kdfeam April 1992 to October 1997, Mr. Hong servedarector of Sales at LG
Semicon America, Incorporated, a subsidiary of E@m December 1983 to March 1992, Mr. Hong heldovesr management positions at
subsidiaries in South Korea. Mr. Hong receivedBhis. in economics from Virginia Commonwealth Unsigr and his M.S. in technology
management from Pepperdine University’'s Graduate&of Management.

Nam Ki Hong , who is the brother of our President, Chief ExeeuOfficer and Chairman of the Board, Chun Ki Hphgs served as a
member of our Board of Directors since March 20@4.Hong has served as Chairman of the board ettirs of Northpoint Investment
Partners, Pte. Ltd., a private investment firm bdaseSingapore, since September 2003. From Septe2®0€ to November 2002, he serve
Executive Director of Morgan Stanley & Co. Intelinagl Ltd., Seoul Branch. From June 1998 to Au@@t0, he served as a First Vice
President of Merrill Lynch International Inc., Sé®@ranch. From September 1994 to May 1998, he skeagea Vice President and portfolio
manager of J.P. Morgan Investment Managementhased in Singapore. Prior to joining J.P. Morgan, Nbng was as an equity research
analyst of J. Henry Schroder Wagg & Co. Ltd., im@eMr. Hong holds a B.S.E. in chemical enginegffiom Princeton University and an
M.B.A. from Columbia University. Mr. Hong is a Chiared Financial Analyst.

Thomas F. Lagatta has served as a member of our Board of Directarcesianuary 2006. Mr. Lagatta has served as SéiterPresider
of Worldwide Sales for Broadcom Corp. since Jun@s2®rior to that, he had served as the Enter@isaputing Group’s Senior Vice
President and General Manager since 2003. He j@neadcom in 2002. Prior to that, Mr. Lagatta sdras Vice President and General
Manager of Anadigics, Inc., a semiconductor mariufac. Before Anadigics, Mr. Lagatta served as \Rcesident of Business Development
at Avnet, Inc. Prior to Avnet, Mr. Lagatta servedvarious senior management and technical posifmmaver 11 years at Symbios Logic, a
storage systems company. Mr. Lagatta received &H=Sfrom Ohio State University and an M.S.E.Bnirthe University of Southern
California.

Alan H. Portnoy has served as a member of our Board of Directacedilarch 2004. Mr. Portnoy has served as Presaféviicronix
America, Inc., since May 1996. From June 1995 talA996, he served as Managing Director for PN¥d#lonics, Inc., a memory module
manufacturer. Mr. Portnoy was the Chief Operatiffificér of LG Semicon America from 1988 to 1994, &&/President for General
Instruments Corporation from 1987 to 1988, a Sevlioe President for Silicon Systems from 1981 t87,%nd a Vice President for
Macrodata Corporation from 1975 to 1980. Mr. Poytbegan his career with Fairchild Semiconductor. Rbrtnoy presently serves on the
board of directors of Macro-Port, Inc. Mr. Portnegeived his B.S. in electrical engineering from Rensselaer Polytechnic Institute and his
M.S in Industrial Administration from Carnegie-Mati University.

David M. Rickey has served as a member of our Board of Directaredilarch 2004. Mr. Rickey served as Chairman gflieg Micro
Circuits Corporation, or AMCC, from August 2000March 2005 and as the President and Chief ExecQiffieer from February 1996 to
March 2005. From 1993 to 1995, he served as the Riesident of Operations of AMCC. During his tiaveay from AMCC, Mr. Rickey
served as the Vice President of Operations of Nex®e. For eight years beginning in 1985, Mr. Rigkvas employed by Northern
Telecom, Inc. Mr. Rickey began his career at Iradomal Business Machines Corporation. Mr. Rickegspntly serves on the board of
directors of Cytori Therapeutics, Inc. Mr. Rickenaduated Summa Cum Laude from Marietta College withS. in Mathematics. He also |
a B.S. in Metallurgy and Materials Science fromu@obia University, and an M.S. in Material Scienod &ngineering from Stanford
University.




Preston Romm has served as a member of our Board of Directaredilarch 2004. Mr. Romm has served as Vice Presafd-inance
and Chief Financial Officer of lomega Corporatiagmce March 2006. Prior to that, he served as Viesigent of Finance and Chief Financial
Officer of Dot Hill Systems beginning in Novembe39B. From January 1997 to November 1999, Mr. Rorrvesl as Vice President of
Finance, Chief Financial Officer and Secretary eftéq, Inc., a semiconductor equipment manufactérem November 1994 to
January 1997, Mr. Romm served as Vice PresideRinaince and Chief Financial Officer of STM Wirelgg. From July 1990 to
November 1994, Mr. Romm served as Vice PresideshiController of MTI Technology Corporation. Mr. Ramholds a B.S. from th
University of Maryland and an M.B.A. from Americémiversity.

Director Independence

Our Board of Directors has determined that alhef itnembers of the Board of Directors, other thannti Hong and Nam Ki Hong, a
independent under the Nasdaq Marketplace Rulesistimg) standards. Chun Ki Hong is not independstause he is an executive officer of
our company and Nam Ki Hong is not independent iieehe is the brother of Chun Ki Hong. Chun Ki Hisig member of the Nominating
and Corporate Governance Committee of our Boafirgfctors and Nam Ki Hong is a member of the A@bimmittee of our Board of
Directors. Each other member of those two comnsitaad each member of the Compensation Committearddoard of Directors, meets
the independence requirements applicable to thasenittees. The Nasdaq Marketplace Rules and listiagdards require that all of the
members of these committees be independent, byp#renit new publicly traded companies to phaseompliance with this requirement.
Companies must have a majority of committee membeiadependent within 90 days of listing on Thesday Global Market and all
committee members independent within one yeastihlj. The Sarbanes-Oxley Act of 2002 imposes aidit independence standards for
Audit Committee members. However, the SecuritigbExchange Commission permits new publicly tradetdganies to phase in complia
with this requirement in the same manner as theldtaMarketplace Rules and listing standards. A ntgjof Audit Committee members
must be independent within 90 days of listing asiblic company and all Audit Committee members pedelent within one year of listing.
We are relying on these phase-in provisions. A nitgjof the members of each of our Audit Commitéeel Nominating and Corporate
Governance Committee currently are independenbandoard of Directors will change the membersHipach of these committees by
November 2007 (one year from our initial publicesfhg) to have all members be independent undeatpécable standards. Our Boarc
Directors decided to keep Chun Ki Hong and Nam Kngl on these committees because of their priorrexee on our Board of Directors
and its committees and to provide for a transitimat does not disrupt the functioning of these cdttess. Our Board of Directors was also
concerned that removing these individuals fromehmsmmittees would create additional burdens omther members of our Board of
Directors, considering the small size of our Boafr®irectors. Our Board of Directors determinedt tkeeping Nam Ki Hong on the Audit
Committee would not materially adversely affect éindity of the Audit Committee to act independgrahd perform the functions required
the rules of the Securities and Exchange Commission

Information Regarding our Board of Directors and its Committees

Our Board of Directors met seven times during 2@#&h of our directors other than Nam Ki Hong ahdmas F. Lagatta attended at
least 75% of the total number of meetings of thalmf Directors and of the committees of the Ba#rDirectors on which he served during
2006. Our Board of Directors has adopted a sebigfarate governance guidelines established totdaksi®oard of Directors and its
committees in performing their duties and servimgliest interests of the company and our stockiel@r corporate governance guidelines
are available on our website, locatedhtsp: //mmw.netlist.com . Our Board of Directors has established the fallgicommittees: the Audit
Committee, the Compensation Committee, and the Natinig and Corporate Governance Committee.




Audit Committee

Our Audit Committee consisted of Preston Romm, Nardong and Alan Portnoy until July 31, 2006, atigfhtime David M. Rickey
replaced Mr. Hong on this committee. On October28D6, Nam Ki Hong replaced Mr. Portnoy and for tbainder of 2006 our Audit
Committee consisted of Messrs. Romm, Hong and Ridlie. Romm was the chairman of the Audit Commitiéall times during 2006. Our
Board of Directors has determined that each curmehber of this committee qualifies as an “audihpuottee financial expert” within the
meaning of the rules of the Securities and Exch&@wmamission and that each current member of oulitAmmmittee other than Mr. Hong
“independent” under the Nasdaq Marketplace Rulesliating standards. Our Board of Directors haspéeld a written charter for our Audit
Committee. The charter is set forth on our webiiegted ahttp://mww.netlist.com, and is included with this proxy statement as Ajlie A.
Our Audit Committee (a) monitors the integrity afrdinancial statements, our financial reportinggass, systems of accounting internal
controls and disclosure controls and procedures pan financial reporting legal and regulatory cdiance, (b) appoints our independent
registered public accounting firm, which is ultirligtaccountable to our Audit Committee and our BaarDirectors, (¢) monitors the
independence and performance of our independeisteegd public accounting firm, and (d) providesaaenue of communication among the
independent registered public accounting firm, nganaent, and our Board of Directors. The Audit Cotterimust also pre-approve all audit
and, subject to a “de minimus” exception, all otbervices performed by the independent registenbtiqpaccounting firm. Our Audit
Committee met four times during 2006 and met withiodependent registered public accounting firthaiit management present on two
occasions in 2006.

Compensation Committee

Our Compensation Committee consisted of David Mk&y, Nam Ki Hong and Preston Romm until July 310&, at which time
Thomas F. Lagatta and Alan H. Portnoy replaced kestong and Romm on this committee. For the redainf 2006 our Compensation
Committee consisted of Messrs. Rickey, Portnoylaaghtta. Mr. Rickey was the chairman of our Comp&ns Committee at all times
during 2006. Each of the members of our Compens&@immmittee is independent in accordance with thedsdq Marketplace Rules and
listing standards. Each of the members of this ciataeis also currently a “non-employee directas’that term is defined under Rule 16b-3
of the Securities and Exchange Act of 1934 andoantside director” as that term is defined in Ins@rRevenue Service Regulations. Our
Compensation Committee reviews the performanceaiotbief executive officer and other executives arakes decisions and specific
recommendations regarding their compensation t®tsrd of Directors with the goal of ensuring that compensation system for our
executives, as well as our philosophy for compémsdor all employees, is aligned with the longtenterests of our stockholders. The
Compensation Committee also establishes policiating to the compensation of our executive officend other key employees that further
this goal. The Compensation Committee met threediduring 2006. The charter of the Compensationr@itiee is set forth on our website,
located atttp://mww.netlist.com .

Nominating and Cor porate Governance Committee

Our Nominating and Corporate Governance Committesisted of Chun Ki Hong, Alan H. Portnoy and DaMdRickey until July 31,
2006, at which time Thomas F. Lagatta and Prestamm replaced Mr. Hong and Mr. Portnoy on this cottesi On October 31, 2006, Chun
Ki Hong and Alan H. Portnoy replaced Messrs. Lagattd Rickey and for the remainder of 2006 our NMatimg and Corporate Governance
Committee consisted of Messrs. Hong, Portnoy andRoMr. Hong was the chairman of this committealuity 31, 2006 and Mr. Romm
was the chairman thereafter until October 31, 2006 Portnoy has been the chairman of this commisiace October 31, 2006. The charter
of the




Nominating and Corporate Governance Committee am@arporate governance guidelines are set forthusrwebsite, located
http: //mww.netlist.com .

Our Nominating and Corporate Governance Commitg®ws and makes recommendations to the Boardretirs about our
governance processes, assists in identifying arrditing candidates for the Board of Directors,iegs the performance of the individual
members of our Board of Directors, proposes a siatmminees for election at the annual meetingtoékholders and makes
recommendations to our Board of Directors regardirggmembership and chairs of the committees oBwoard of Directors. Our Nominati
and Corporate Governance Committee does not hagedific set of minimum criteria for membershiptbe Board of Directors. In making
its recommendations, however, it considers theahiharacteristics, experience, diverse perspestavel skills that is most beneficial to our
company. This committee also considers continuingctbr tenure and takes steps as may be apprepoi@nsure that our Board of Directors
maintains an openness to new ideas. Our NominatidgCorporate Governance Committee will consideninees for directors
recommended by stockholders upon submission inngrib our Secretary of the names and qualificatioihsuch nominees at the following
address: Netlist, Inc., 475 Goddard, Irvine, Catifa 92618. The committee does not intend to #ttermanner in which it evaluates
candidates based on whether the candidate was neended by a stockholder or not. Our Nominating @otporate Governance Committee
met one time during 2006. In March 2007, the coneritecommended the candidates standing for eteatiour 2007 annual meeting of
stockholders.

Compensation of Directors

Our non-employee directors receive annual base eosgtion of $30,000, paid in four quarterly instedhts, and compensation of
$1,000 for each regularly scheduled board meetingpmmittee meeting not held on the same daytemed meeting, that is attended. The
chairperson of our audit committee receives antentdil $5,000 per year. All of our directors, inding our non-employee directors, are
reimbursed for their reasonable out-of-pocket egpsrincurred in attending board and board commitieetings. Our noemployee directol
are also granted an option to purchase 25,000 slbéur common stock upon appointment or initiatgon to the Board of Directors, and
will receive a grant of an option to purchase 10,6Bares of our common stock on August 1st of gaahin which they continue to be a
board member. These existing option grants arefugnce option grants will be, subject to vestingofour years, contingent upon continued
service as a director on the vesting date, and Aaaxercise price equal to the fair market valub® shares of common stock underlying the
option on the date of grant. The per share exeprise of these options granted after the compiedioour initial public offering is the fair
market value of a share of our common stock ord#tie of grant as determined in accordance withethmas of our 2006 Equity Incentive
Plan. Our employee directors do not receive casfipemsation or option grants for their servicesieectbrs.

Director Compensation

Fees Earned o1

Name (1) Paid in Cash Option Awards Total

Nam Ki Hong $38,00((2) $7,0646) $45,06¢
Thomas F. Lagatt $30,50( $5,84%(6) $36,34:
Alan H. Portnoy $33,50((3) $7,0646) $40,56¢
David M. Rickey $30,50((4) $3,095(6) $33,59¢
Preston Romn $37,50((5) $7,064(6) $44,56¢

(1) Mr. Hong, our President, Chief Executive Officedahairman of the Board, did not receive any addél compensation for his
services as a director, and therefore is not reftein the above table.




()
(3)
(4)
()

(6)

The amount presented includes $12,500 earned i @@ was paid in 2007, and does not include $®l¢arned in 2005 and prior that
was paid in 2006.

The amount presented includes $13,500 earned i @0 was paid in 2007, and does not include $lbgarned in 2005 that was paid
in 2006.

The amount presented includes $12,500 earned i @0 was paid in 2007, and does not include $lbgarned in 2005 that was paid
in 2006.

The amount presented includes $16,000 earned i @@ was paid in 2007, and does not include $®0¢arned in 2005 that was paid
in 2006.

Represents the dollar amount recognized for firrstatement reporting purposes with respect tdiscal year 2006 in accordance
with Statement of Financial Accounting Standards N28(R),Share-Based Payment (FAS 123R) , except that estimates of forfeitures
related to service-based vesting conditions haea bésregarded . For a discussion of the assungptisad to calculate the value of
option awards, see footnote 2 “Stock Based CompiemSdo the financial statements in our annualoen Form 10-K for the fiscal
year ended December 30, 2006. The grant datedhiewf each equity award, computed in accordarniteAS 123R, was $3.25 per
share for 10,000 shares granted in August 2006ssrd4 Hong, Portnoy, Rickey and Romm, and, forlMgatta, $0.55 per share for
25,000 shares granted in February 2006 and $3128hpee for 10,000 shares granted in August 2006.

Communications with the Board of Directors

Any stockholder who desires to contact our BoarBioéctors or any member of our Board of Directmiay do so by writing to: Board

of Directors, c/o Secretary, Netlist, Inc., 475 @axdl, Suite 100, Irvine, California 92618. Copiéamy such written communications
received by the Secretary will be provided to adrBoard of Directors or the appropriate membguataling on the facts and circumstances
described in the communication unless they areidered, in the reasonable judgment of the Secretadye improper for submission to the
intended recipient(s).

Attendance at Annual Meeting of Stockholders

We do not have a policy requiring that directoterad our annual meeting of stockholders. At thedasual meeting of stockholders,

only our chairman, Chun Ki Hong, attended the nmegti




INFORMATION CONCERNING INDEPENDENT REGISTERED PUBLI C ACCOUNTING FIRM
Independent Registered Public Accounting Firm

Our Audit Committee has appointed KMJ Corbin & Ca@myp LLP as our independent registered public adiogifirm for the fiscal
year ending December 29, 2007. Representativeddf ®orbin & Company LLP are expected to attendahieual meeting and will k
available to respond to appropriate questions amdake a statement if they so desire. If KMJ Cohi@ompany LLP should decline to act
or otherwise become incapable of acting, or if KBrbin & Company LLP’s engagement is discontinugrdainy reason, the Audit
Committee will appoint another independent regeiegrublic accounting firm to serve as our indepahdegistered public accounting firm
our 2007 fiscal year. Although we are not requiedeek stockholder ratification of this appointieur Board of Directors believes that i
a good corporate governance practice to followhdfappointment is not ratified, the Audit Comnutigill explore the reasons for stockhol
rejection and will reconsider the appointment.

Audit Fees, Audit-Related Fees, Tax Fees and All ©¢r Fees

In connection with the audit of our consolidatathficial statements for fiscal 2006, we enteredantagreement with KMJ Corbin &
Company LLP which sets forth the terms by which K&t¥bin & Company LLP will perform audit services the company. The aggregate
amount of audit fees billed to us for the yearseehDecember 30, 2006 and December 31, 2005 by KdMdi€& Company LLP, the
company’s independent registered public accouriting for the audit of our annual consolidated fical statements and the review of our
quarterly consolidated financial statements wa$23 and $72,060, respectively. These audit feddaded the review of our registration
statements on Form S-1 and Form S-8 and certaér othated matters such as the delivery of coniétiiérs and consents in connection with
our registration statements. KMJ Corbin & Compathyldid not bill any audit-related fees, tax feewtirer fees to us in either of our prior
two fiscal years.

Changes in and Disagreements with Accountants on Acunting and Financial Disclosure

In December 2005, we dismissed Deloitte & Touch@lds our independent registered public accountingend engaged Corbin &
Company, LLP (now known as KMJ Corbin & Company )1a® our independent registered public accounting Our Board of Directors
approved this change.

Prior to the dismissal, we did not consult with Kior& Company, LLP regarding the application of @aating principles to a specific
completed or contemplated transaction or any mtttdrwas either the subject of a disagreementrepartable event. We also did not con
with Corbin & Company, LLP regarding the type ofld@wpinion that might be rendered on our consadéiddinancial statements.

Deloitte & Touche LLPs report on our consolidated financial statemestsfaanuary 1, 2005, and for each of the two yiaitse perioc
ended January 1, 2005, did not contain an adveuiséa or disclaimer of opinion, nor was it moddias to uncertainty, audit scope, or
accounting principles. There were no disagreemeittsDeloitte & Touche LLP on any matter of accdangtprinciples or practices, financial
statement disclosure, or auditing scope or proeedur

Pre-approval Policies and Procedures

Our Audit Committee’s charter requires our Auditn@uittee to pre-approve all audit and permissible-aodit services to be performed
for our company by our independent auditor, givéfigct to the “de minimus” exception for ratificati of certain non-audit services allowed
by the applicable rules of the Securities and ErgbeaCommission, in order to assure that the prawisf such services does not impair the
auditor’s independence. Our Audit Committee prerappd all services performed by




KMJ Corbin & Company LLP in 2006 and concluded thath services were compatible with the maintenafhdeat firm’s independence in
the conduct of its auditing functions.

AUDIT COMMITTEE REPORT

The Audit Committee of the Board of Directors isgensible for providing independent, objective sight of the Company’s
accounting functions and internal controls. Managetis responsible for internal controls and tharficial reporting process. The
independent registered public accountants are nsiigle for performing an independent audit of ttemPany’s consolidated financial
statements in accordance with the standards dPdiic Company Accounting Oversight Board (Unitedt&s). The Audit Committee’s
responsibility is to monitor and oversee these gsoees.

The Audit Committee engaged the independent regidteublic accountants to conduct the independsdtit.alhe Audit Committee
reviewed and discussed with management the Dece3th@006 consolidated financial statements. TheitADommittee also discussed with
the independent registered public accountants #teens required to be discussed by Statement oitiAgdtandards No. 61 (Communicat
with Audit Committees). In addition, the Audit Corittae received the written disclosures and theldtom the independent registered
public accountants required by Independence Stded@ward Standard No. 1 (Independence DiscussighsAndit Committees), and
discussed with the independent registered pubtioattants their firm’s independence.

Based upon the Audit Committee’s reviews and disioms with management and the independent regisferalic accountants referred
to above, the Audit Committee recommended to thar@of Directors that the audited consolidatedrfgial statements be included in the
Company’s Annual Report on Form 10-K for the fispahr ended December 30, 2006 for filing with tleeBities and Exchange
Commission.

THE AUDIT COMMITTEE
Preston Romn(Chairman)
Nam Ki Hong

David M. Rickey




SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information regamlithe ownership of our common stock as of March0D7 by (a) all persons known by

us to own beneficially more than 5% of our commtmtls, (b) each of our directors and executive effi¢ and (c) all of our directors and
executive officers as a group. We know of no agesgsiamong our stockholders which relate to vabinigivestment power over our
common stock or any arrangement the operation afhwinay at a subsequent date result in a changentfol of us.

Shares Beneficially

Owned
Name of Beneficial Ownelr(1) Number Percent
Directors and Executive Officers:
Chun Ki Hong(2) 5,562,50(  28.4%
Christopher Lopes(: 906,25( 4.6%
Jayesh Bhakt 906,25( 4.6%
Lee Kim(4) 50,46¢ *
Daniel Skaggs(t — —
Nam Ki Hong(4) 116,25( *
Thomas F. Lagatta( 7,50C *
Alan H. Portnoy(4 16,25( *
David M. Rickey(4) 16,25( *
Preston Romm(4 16,25( *
All executive officers and directors as a group ff&@sons 7,597,96{ 38.3%
5% Stockholders:
Jae Dong Lee(€ 1,306,25( 6.7%
Jun S. Cho(7 1,020,00( 5.2%

*

1)
(@)
(3)
(4)

()
(6)
(7)

Represents beneficial ownership of less than 1%.

Unless otherwise indicated, the address of eaetdir, executive officer and person beneficiallynovg more than 5% of the
outstanding shares of our common stock is c/o $tdtic., 475 Goddard, Irvine, California 92618.

The number of shares beneficially owned by Mr. Horgudes 31,250 shares of common stock issualia the exercise of options t
are or will be vested and immediately exercisabitaiw 60 days of March 1, 2007 and 3,000,000 millghares of common stock held
Mr. Hong as trustee of the Hong-Cha Community PrigpErust. Mr. Hong disclaims beneficial ownersbipshares held for this trust.

All of the shares of common stock held by Mr. Lopes held by him as the trustee of the 2006 Lopasilly Trust.

The number of shares beneficially owned by eadh@indicated persons consists entirely of shafesmmon stock issuable upon the
exercise of options that are or will be vested iamuiediately exercisable within 60 days of Marcl2Q07.

Mr. Skagg’'s employment was terminated in Febru@g962
Mr. Jae Dong Lee’s address is 8-108, Hannam Heights Oksu-Dong Seongdong-gu, Seoul, Korea.

The number of shares beneficially owned by Mr. Gladudes 500,000 shares of common stock held byasitmustee of the Chun Ki
Hong 2004 Trust and 500,000 shares of common s$telckby him as trustee of the Won Kyung Cha 20Q4TMr. Cho disclaims
beneficial ownership of shares held for these $tust
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Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires “insdeancluding our executive officers, directors ameheficial owners of more than 10%
of our common stock, to file reports of ownershil @hanges in ownership of our common stock wighSbkcurities and Exchange
Commission and to furnish us with copies of alltibec16(a) forms they file. Based solely on ouriegwof the copies of such forms received
by us, or written representations from reportingspes, we believe that our insiders complied witlaaplicable Section 16(a) filing
requirements during 2005, except that Forms 4 farrKi Hong and Messrs. Bhakta, Lopes and Lee wetdimely filed after the sale of a
portion of their shares in connection with the eis of the overallotment option granted to theamaliters of our initial public offering due
to an administrative error.

Information Concerning Our Executive Officers

Name Age Position

Chun Ki Hong 46 President, Chief Executive Officer and ChairmathefBoarc
Jayesh Bhakt 49  Chief Technology Office

Lee Kim 48  Vice President, Chief Financial Officer and Seane
Christopher Lope 46  Vice President of Sale

Our executive officers are elected by, and sentkeatliscretion of, our Board of Directors. Setlidoelow is a brief description of the
business experience of all executive officers othan Chun Ki Hong, who is also a director and vehiogsiness experience is set forth above
in the section of this proxy statement entitleddhmation Concerning Members of Our Board of Dioest”

Jayesh Bhakta has been our Chief Technology Officer since Decer@b86. From January 2001 until December 2006 heedeas our
Vice President of Engineering. From November 2@8anuary 2001, Mr. Bhakta was a staff enginedr agrospace manufacturer Hydro-
Aire, Inc., a Crane Co. subsidiary. From Novemi&93lto October 2000, Mr. Bhakta was Chief Engiregariking Components. Prior to
Viking Components, Mr. Bhakta was a senior desiggireeer and Engineering Manager with SMT ProducigoCMr. Bhakta has represented
us at the Joint Electron Device Engineering CouciJEDEC, since he joined us, and has represested the board of directors of JEDEC
for the last year. Mr. Bhakta holds a B.S. in eieat engineering from the University of Califorra&Los Angeles.

Lee Kim has been our Vice President, Chief Financial Offaoed Secretary since January 2006. Since Octdl$&, Mr. Kim has been a
partner in Tatum, LLC, a national professional s firm providing senior financial executive-légervices. While Mr. Kim maintains an
affiliation with Tatum, he is our full-time emplogeand devotes all of his working time to us. Frogbifaary 1999 to May 2003, Mr. Kim was
Senior Vice President and Chief Financial OfficBEpicor Software Corporation, a publicly-tradedrelper of enterprise resource planning
software for mid-market companies. From October71@9February 1999, he served as Vice PresidempdCate Controller and Chief
Accounting Officer of FileNet Corporation, a puljid¢raded developer of enterprise content managésatware. From April 1993 to
October 1997, Mr. Kim served as Director of Finant®/onderware Corporation, a publicly-traded depek of supervisory control and data
acquisition software. Mr. Kim began his career vidloitte Haskins & Sells (now known as DeloittéT&uche LLP), serving in the audit
practice from July 1981 to December 1987. Mr. Kauneived his B.S. in Economics, majoring in accowg)itfrom the Wharton School of the
University of Pennsylvania in May 1981.

Christopher Lopes has been our Vice President of Sales since oupfioce From November 1997 to August 2000, Mr. Lop@s an
account executive, and then the Director of OEMeSdNorth America, at Viking Components. From J1#8@6 to November 1997, Mr. Lof
was an account executive with Platinum Associaesanufacturer’s representative sales company. Puagast 1990 to June 1996,
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Mr. Lopes was an account executive with Philips enductors. Mr. Lopes began his career as a desigimeer with Lockheed Martin
Corporation. Mr. Lopes received his B.S. in el@etriengineering from California State UniversitacBamento and his M.B.A. from Santa
Clara University.

Except for Chun Ki Hong, who is the brother of NKimHong, one of our directors, none of the exeautifficers has any family
relationship with any other executive officer othwany of our directors.
EXECUTIVE COMPENSATION
The following table sets forth the compensationtifar fiscal year ended December 30, 2006 of owefehiecutive officer and our three
other executive officers, each a “named executifieas,” as of December 30, 2006.
Summary Compensation Table for Fiscal 2006

The following table presents information regardihg compensation received for the year ended Deeefth 2006, by our chief
executive officer and each of our other named exezofficers. The compensation table excludes camsption in the form of perquisites ¢
other personal benefits to a named executive affitere the total amount of that compensation wsas than $10,000.

Non-equity
Option incentive plan All other
Name and principal position Salary awards(1) compensation compensation Total
Chun K. Hong $295,00( $162,53¢ $200,00((2) $ 17,49¢2) $675,03:
President, Chief Executive Officer an
Chairman of the Board (principal
executive officer
Jayesh Bhakt 186,92 41,264 178,30((3)(4) 406,48
Chief Technology Office
Lee Kim 184,79 43,547 106,25((3)(5) 334,58¢
Vice President, Chief Financial Office
and Secretary (principal financial
officer)
Christopher Lope 203,70« 41,26¢ 209,64((3)(6) 454,60¢
Vice President of Sale
Daniel Skaggs(7 159,14¢ — — — 159,14¢

former Vice President of Finance
(former principal financial officer

(1) Represents the dollar amount recognized for firdrstatement reporting purposes with respect tdiscal year 2006 in accordance
with FAS 123R, except that estimates of forfeitwadated to service-based vesting conditions haenldisregarded. For a discussion of
the assumptions used to calculate the value obotivards, see footnote 2 “Stock Based Compensdtidhe financial statements in
our annual report on Form 10-K for the fiscal yeaded December 30, 2006.

(2) Non-equity incentive plan compensation for Mr. Hoagresents amounts paid out in connection witleaaly one-time performance
incentives in connection with our initial publicfefing detailed in Mr. Hong’s employment agreeméiat: further discussion, see “—
Employment Agreements” below. Amounts presenteceuall other compensation consists of perquisitebé form of automaobile
rental payments, county club membership dues aalthhelub membership dues.

(3) Non-equity incentive plan compensation represemisuants paid out in connection with individual permfi@nce incentives and company-
based financial performance incentives. For furthiscussion,
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(4)

()
(6)

(7)

see “Compensation Disclosure and Analysis—Perfoom@ased Cash Incentive Compensation” below.

$127,000 of the non-equity incentive plan compeasgiresented was earned in 2006 and paid in Ja20&7. $100,000 of the non-
equity compensation incentive plan compensatiosgaed was awarded in connection with the completfaur initial public offering
under a Performance Incentive Agreement with Mialga, and is subject to forfeiture if he terminatessemployment with us prior to
May 2009.

$68,750 of the non-equity incentive plan compensgpresented was earned in 2006 and paid in JaR0arg.

$137,390 of the non-equity incentive plan compeaosgiresented was earned in 2006 and paid in Ja2087. $100,000 of the non-
equity compensation incentive plan compensatiosgred was awarded in connection with the complegfaur initial public offering
under a Performance Incentive Agreement with Mipés) and is subject to forfeiture if he termindtissemployment with us prior to

May 2009.

Mr. Skaggs’ employment was terminated in Febru®@&2 Salary compensation shown was paid to Mr. §&kaigiring 2006 pursuant to
a severance agreement executed upon Mr. Skaggshtron.

Grants of Plan-Based Awards

All other option

Exercise or
awards: base price of
Estimated possible payouts unde number of Grant date fair
non-equity incentive plan awards underlying option value of stock and
Threshold Target Maximum securities(1) awards option awards
Name Grant date (%) ($) (%) (#) ($/Sh)
Chun Ki Hong 08/07/200¢ — $200,00((2) — 500,00((2) $7.00 $1,625,00(
Jayesh Bhakt 08/14/200¢ — 217,04((3) — 100,00((3) 7.00 325,00(
Lee Kim 01/13/200¢ $ 75,00C 100,00((4) $125,00C 127,50((4) 2.55 66,30C
08/07/200¢ — — — 85,00((4) 7.00 276,25(C
Christopher Lope 08/14/200¢ 126,50( 230,00((3) 265,00( 100,00((3) 7.00 325,00(

Daniel Skagg: — — — — — _

@
@

®

4

Represents options for the purchase of sharesrafaumon stock granted under our Amended and ResPA00 Equity Incentive Plan.

Represents bonus opportunity to be paid out in ection with achieving one-time performance inceggiin connection with our initial public offeringiiled in
Mr. Hong’s employment agreement. For further disows, see “—Employment Agreements” below.

Represents bonus opportunities related to individagormance incentives and company-based finhpeidormance incentives under the non-equity itigerplans
described under “Compensation Disclosure and AisyBerformance-Based Cash Incentive Compensatieiotih and a bonus opportunity to be paid out inneamtion
with achieving one-time performance incentivesanmection with our initial public offering detailéd Mr. Bhakta’'s and Mr. Lopes’ respective performa incentive
agreements described under “—Performance InceAtiveements” below.

Amounts presented as estimated possible payouts mod-equity incentive plan awards represent bopp®rtunities related to individual performanceentives and
company-based financial performance incentives utigenon-equity incentive plans described undem@ensation Disclosure and Analysis—Performance@&ash
Incentive Compensation” below. Mr. KisiJanuary 2006 option award was granted in cororeutith the entering into his employment agreemand, is further describe
under “—Employment Agreements” below. Mr. Kim’s Augg 2006 option award vests quarterly over fouryé&mm the date of grant.
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Employment Agreements

We entered into an employment agreement with ChuddQg, our President, Chief Executive Officer atthirman of the Board, in
September 2006. This agreement provides for aialibidse salary of $323,000 plus other customangfiis, including the reimbursement of
professional fees and expenses incurred in coramegtith income and estate tax planning and prejerancome tax audits and the defense
of income tax claims, the reimbursement of membprfdaes and expenses for professional organizatiodsone country club, the
reimbursement of employment-related legal feesytigeof a company automobile, and the reimbursepnfdrgalth club dues and other
similar health-related expenses. Mr. Hong alsoivedea $200,000 cash success bonus upon the caompdétour initial public offering in
November 2006 and may earn annual performance benasthe discretion of our Board of Directorsypfto 75% of his base salary ba:
upon the achievement of performance objectivesnbeyy in fiscal 2007. The initial term of this @agment of five years will automatically
extended for additional one-year periods unlessmidr. Hong provide notice of termination six mostbrior to the renewal date, but at all
times Mr. Hong may terminate his employment upamsonths’ advance written notice to us. If we terate Mr. Hong’'s employment
without cause or if he terminates his employmengfwod reason, which includes a change of confrolio company, Mr. Hong will be
entitled to receive continued payments of his Isadary for one year, reimbursement of medical iaisce premiums during that period unless
he becomes employed, a pro-rated portion of his@nwerformance bonus, and, if any severance patyisideemed to be an “excess
parachute payment” within the meaning of Sectiop@8®f the Internal Revenue Code, an amount equahyexcise tax imposed under
Section 4999 of the Internal Revenue Code. In addihis option to purchase 500,000 shares of ommgon stock at an exercise price of
$7.00 per share, granted in August 2006, shall idiately vest in full. If Mr. Hong’s employment isrminated due to death or disability, he
or his estate will receive a lump sum payment etpulblf his annual base salary and the above ogtiall partially vest. If Mr. Hong resigns
without good reason or is terminated for causewillehave no further obligation to him other thangay his base salary through the date of
termination.

We entered into an employment agreement with Lee, Idur Vice President, Chief Financial Officer é®etretary, at the time of his
hiring in January 2006. Mr. Kim’s employment agresrnprovides for an initial base salary of $200,00@ agreed to reimburse Mr. Kim for
the costs of his health and welfare plan premiumeaniamount up to $750 per month. Our employmédatioaship with Mr. Kim is at-will,
and either we or Mr. Kim may terminate the emplogtrelationship on 30 days’ written notice. If Mdm is terminated by us for any reason
other than cause within his first year of employtmée will be entitled to a severance payment etpuahe months’ salary; if he is terminated
by us for any reason other than cause after tasyfear of employment, he will be entitled to aeggence payment equal to four months’
salary; if he is terminated by us for any reasdrepthan cause after his second year of employrhentill be entitled to a severance payn
equal to six months’ salary; and for each six memhemployment after his second year of employiriehe is terminated by us for any
reason other than cause he will be entitled todaitianal one month’s salary, capped at twelve mstiotal. If Mr. Kim is terminated by us
without cause, or without 30 days’ prior noticejfdvir. Kim resigns for cause, Mr. Kim will be etigd to the applicable severance
compensation described above, plus one additionathis salary, and all of Mr. Kim’s cash bonused atock options will immediately vest
and become payable and exercisable, as applidable. Kim is terminated by us without cause, oMf. Kim resigns for cause, as a resul
or within six months following, a change in contaflour company, he will be entitled to a paymenthe amount of 12 months’ salary.
Pursuant to this agreement, we granted Mr. Kim@ioo to purchase 127,500 shares of our commork stoan exercise price of $2.55 per
share. That option will vest with respect to 25%hafse shares on the first anniversary of Mr. Kidese of hire and will vest evenly on a
monthly basis with respect to the rest of thoseeshao that it will be entirely vested on the fawahniversary of his date of hire.
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In connection with the hiring of Mr. Kim, we entdrato an agreement with Tatum, LLC in January 2@06ompensate Tatum for
placing Mr. Kim with us. That agreement also pr@dadVir. Kim with access to Tatum'’s services for mskis employment with us. We are
required to pay to Tatum, as partial compensationife services provided, a monthly fee equal 8% of Mr. Kim’s monthly compensation
during the first and second year of his employmgri% of Mr. Kim’s monthly compensation during théd year; and $1,000 per month
thereafter. In addition, we are required to pagdiy to Tatum 15% of any cash or equity bonus tila¢rwise would be granted to Mr. Kim.
If Mr. Kim is terminated and we are required to [y severance as described in his employment agnee we are required to pay directly
to Tatum 1.67% of the amount of that severance payifit is made to Mr. Kim in the first two years.00% of the amount of that severance
payment if it is made to Mr. Kim in the third yeand $1,000 per month of that severance paymérisimade to Mr. Kim thereafter. If
Mr. Kim is terminated and we re-hire him within &®nths of his termination for substantially the sgob duties (including as an
independent contractor), we would be required toTetum a placement fee equal to 45% of Mr. Kiniert yearly compensation. The
agreement with Tatum will terminate immediately npgbe termination of Mr. Kim’s employment with ustas affiliation with Tatum.

Performance Incentive Agreements

In August 2006, Messrs. Bhakta and Lopes entettedHarformance Incentive Agreements with us thelisied lock-up agreements as
part of an overall compensation package. Thesesaggrts provide that they will not sell any of thehares of common stock during the two-
year period following the termination of the l-up agreements that they entered into with the mwiters in connection with our initial
public offering, other than the sale of up to 2B,80ares each quarter pursuant to a written trgalargthat complies with SEC Rule 10b5-1
and is approved by us. In return, we agreed that eithem would receive a $100,000 bonus upon ¢etiop of that initial public offering
(which must be repaid to us in connection withsigeation prior to the end of the two year lockpguiod), and that each of them would be
able to sell, as part of the over-allotment optioanted to the underwriters in connection with thétal public offering, shares of our
common stock that would equal 10% of the total nendj shares purchased by the underwriters upoaxéecise of that over-allotment
option. Upon signing these agreements, each oé thegployees also received an option to purchas®00&hares of our common stock at an
exercise price of $7.00 per share as part of tnispensation package. These options will vest andrhe exercisable in a single installment
upon the expiration of the two-year period desdtilvetheir respective lock-up agreements. The @letment option was exercised in full by
the underwriters.
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Outstanding Equity Awards At Fiscal Year End

Option Awards

Number of Number of
securities securities
underlying underlying
unexercised unexercised Option Option
options— options— exercise expiration
Name (#) exercisable (#) unexercisable price ($) date
Chun Ki Hong 31,25((1) 468,75(1)  $7.00 8/7/201¢
(principal executive officer
Jayesh Bhakt — 100,00((2) $7.00  8/14/201¢
Lee Kim — 127,50((3) $2.55  1/13/201¢
(principal financial officer’ 5,312(4) 79,68¢(4) $7.00 8/7/201¢

100,00((2) $7.00 8/14/201¢

Christopher Lope
Daniel Skagg: — —
(former principal financial officer

1)

(@)

3)

(4)

Represents options granted under our Amended ast@ated 2000 Equity Incentive Plan in connectiorhwithieving one-time
performance incentives in connection with our alipublic offering, as detailed in Mr. Hong’s emyhoent agreement. These options
vest quarterly over four years from the date ohgrkor further discussion, see “Executive Compgosa—Employment Agreements”

above.

Represents options granted under our Amended astat®d 2000 Equity Incentive Plan in connectiohwithieving one-time
performance incentives in connection with our alipublic offering, as detailed in Mr. Bhakta’s avid. Lopes’ respective performance
incentive agreements. These options vest in Ma@ 20@vided that they have not terminated their legrpent with us prior to that tim
For further discussion, see “Executive CompensatiBerformance Incentive Agreements” above.

Represents options granted under our Amended asi@ted 2000 Equity Incentive Plan in connectiorhlite entering into of

Mr. Kim’s employment agreement. These options wattt respect to 25% of the indicated shares orfiteeanniversary of Mr. Kim'’s
date of hire and will vest evenly on a monthly bagith respect to the rest of the indicated shaoethat it will be entirely vested on the
fourth anniversary of his date of hire. For furtbéescussion, see “Executive Compensation—EmployrAgnéements” above.

Represents options granted under our Amended astated 2000 Equity Incentive Plan in August 200Yeske options vest quarterly
over four years from the date of grant.

Option Exercises in Fiscal 2006

None of the named executive officers exercisedsamgk options in fiscal 2006 or held any stock of company that vested in fiscal

2006.

COMPENSATION DISCUSSION AND ANALYSIS

Overview of Compensation Program

The Compensation Committee, which is referred tihisi discussion as the “Committee,” of our Boaf®wectors has responsibility for

establishing, implementing and continually monitgradherence with our compensation philosophy.ddmamittee ensures that the total
compensation paid to our named executive officefair, reasonable and competitive.
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Compensation Philosophy and Objective

The Committee believes that the most effective ettee compensation program is one that is designeéward the achievement of
specific annual, long-term and strategic goalswfapmpany. That program should align executivetgriests with those of the stockholders
by rewarding performance above established godtls,tie ultimate objective of improving stockholdelue. The Committee evaluates both
performance and compensation to ensure that wetairaiour ability to attract and retain superior éogpes in key positions. It also performs
this evaluation to ensure that compensation pravidkey employees remains competitive relativélhéocompensation paid to similarly
situated executives of our peer companies. Toehdt the Committee believes that the executive emsgtion packages that we provide to
our officers, including our named executive off&seshould include both cash and stock-based corapenghat reward performance as
measured against established goals.

Role of Executive Officers in Compensation Decisian

The Committee makes all compensation decisionsdoChief Executive Officer and approves or revigemmmendations of our Chief
Executive Officer regarding all of the non-equitngpensation of our other named executive offid@esisions regarding the non-equity
compensation of all other officers are made by@hief Executive Officer. In addition, our Chief Exgive Officer has been delegated the
authority, as permitted by our 2006 Equity InceatiRlan, to grant options to purchase up to 25,8@0es of our common stock to newly hi
employees. All other option grants under our 20§6ify Incentive Plan are made by our Board of Divex:

Our Chief Executive Officer annually reviews thafpemance of each other elected officer. The casiolis reached and
recommendations based on this review, including waspect to salary adjustments and annual awaodisis) are presented to the
Committee. The Committee can exercise its disangtianodifying any recommended adjustments or asveodxecutives.

Setting Executive Compensation

Based on the foregoing objectives, the Committesestraictured our annual and long-term incentiveebassh and non-cash executive
compensation to motivate executives to achievétisiness goals set by us and to reward the exesuitiv achieving such goals. To this end,
the Committee has reviewed relevant market dataifoitar executives at other public companies ahparable size and in the same industry
as the Company for the Committee to consider whakimg compensation decisions for our Chief Exeeu@®ifficer and on the
recommendations being made by our Chief Executifiee for executives other than our Chief Execat®fficer.

In making compensation decisions, the Committeepares each element of total compensation agaiestiémtified peer group of
publicly traded companies, referred to in this dision as the “Compensation Peer Group.” The Cosgtiem Peer Group, which is
periodically reviewed and updated by the Committeasists of companies against which the Commiiédieves that we compete for talent
and for stockholder investment. The companies ctwimgrthe Compensation Peer Group are:

Smart Modular Technologies, Inc.
SimpleTech, Inc.
Staktek Holdings, Inc.
Silicon Storage Technology, Inc.
Spansion, Inc.
Mindspeed Technologies, Inc.

For comparison purposes, our annual revenues &e tige median revenues of the Compensation PemrgGr
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We compete with many larger companies for top etveedevel talent. Accordingly, the Committee gealbr sets compensation for our
named executive officers above the mean compemnsadiinl to similarly situated executives of the camips comprising the Compensation
Peer Group. Variations to this objective may oasudictated by the experience level of the indialdand market factors. These objectives
recognize the Committezexpectation that, over the long term, we willtomne to generate stockholder returns in excesiseohverage of ol
peer group.

A significant percentage of total compensationlliscated to incentives as a result of the philogompientioned above. There is no pre-
established policy or target for the allocationdmstn either cash and non-cash or short-term amgdtéym incentive compensation. Rather,
Committee reviews relevant information of the Comgagion Peer Group to determine the appropriatd Eevd mix of incentive
compensation. Income from such incentive compemsadirealized as a result of the performance @Qbmpany or the individual,
depending on the type of award, compared to estadali goals.

2006 Executive Compensation Components

For the fiscal year ended December 30, 2006, tineipal components of compensation for named exexofficers were:
« base salary;

« performance-based cash incentive compensation;

« long-term equity compensation;

» retirement and other benefits; and

« perquisites and other personal benefits.

Base Salary

We provide named executive officers and other eygde with a base salary to compensate them foicesrkendered during the fiscal
year. Base salary ranges for named executive offeve determined for each executive based ondsiign and responsibility by usir
market data. Actual base salaries for individugpkayees in a given position are between 80% and&d@bthe midpoint of the base salary
range established for that position.

During its review of base salaries for executitke, Committee primarily considers:

« market data as represented by the CompensatiorGPeep;

 internal review of the executive’s compensatiorthbodividually and relative to other executiveioffrs; and
« individual performance of the executive.

Salary levels are typically considered annuallpag of the Committee’s performance review pro@swell as upon a promotion or
other change in job responsibility. Merit basedéases to the salary of any named executive officebased on the Committee’s assessmen
of the individual’s performance.

Performance-Based Cash Incentive Compensation

Our named executive officers, other than our CRiefcutive Officer, each had an individual cash mtis® compensation plan for fiscal
2006, pursuant to which they each had the oppdyttmiearn cash payments in amounts of up to eB8és or 65% (depending on the
individual) of their base salaries upon the acheswet of specified performance goals unique to edfiter. These performance goals were
comprised of either company-wide targets, indivigaeaformance goals, or a combination of both. Each
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executive’s goals are tied directly to company-wgdels or other performance objectives that coutelto the achievement of such company-
wide goals. Achievements of performance goals wegasured, and the corresponding cash bonus achieagegaid, biannually. Our Chief
Executive Officer did not have an individual casbeantive compensation plan for fiscal 2006. Forerinformation about our Chief Execut
Officer’'s compensation, see “Executive Compensatimployment Agreements” above. We are currentlykimy with a compensation
consultant to determine the details of the castritice compensation plans for fiscal 2007 for caimed executive officers, including our
Chief Executive Officer.

Long-Term Equity Compensation
We grant options to purchase our common stock uodeequity incentive plans to:
» enhance the link between the creation of stockmaldiie and long-term executive incentive compéonat
« provide an opportunity for increased equity owngrdly executives; and

* maintain competitive levels of total compensation.

Stock option award levels are determined basedamkehdata, vary among participants based on pusitions within the Company and
are granted periodically at the discretion of tleail of Directors. Beginning in 2007, our Boardafectors intends to grant lortgrm equity
awards to existing employees one time each yeawnjunction with our annual performance evaluatbthose employees.

Options are awarded at The Nasdaqg Global Marké&iSirgy price for our common stock on the date efghant.

The majority of the options granted by our BoardDokctors vest at a rate of 25% per year ovefiteefour years of the 10-year option
term. Vesting ceases upon termination of serviod,exercise rights generally cease three monthedfter except in the case of death
(subject to a one-year limitation) or disabilityid? to the exercise of an option, the holder hasights as a stockholder with respect to the
shares subject to such option, including votingtsgand the right to receive dividends or dividegdivalents.

Retirement and Other Benefits

Our 401(k) Savings Plan is a tax-qualified retiretngavings plan pursuant to which all of our empkeg; including the named executive
officers, are able to contribute up to the limiggeribed by the Internal Revenue Service to thén§awlan on a before-tax basis. We did not
match any of the employees’ contributions durin@&@Beginning in 2007, we will match 50% of thesfi6% of pay that is contributed to the
Savings Plan at our discretion in any fiscal yddiremployee contributions to the Savings Planfatly-vested upon contribution. The
Company’s matching contributions vest over fourrgea

Perquisites and Other Personal Benefits

We provide our named executive officers with pesdes and other personal benefits that the Comenitédieves are reasonable and
consistent with its overall compensation prograrbdtier enable the Company to attract and retgersar employees for key positions. The
Committee periodically reviews the levels of pegifais and other personal benefits provided to naawedutive officers.

Attributed costs of the personal benefits descrifdealve for the named executive officers for thediyear ended December 30, 2006
included in column (i) of the “Summary Compensafi@ble” on page 11.
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The employment agreements that we have entereavitttdwo of our named executive officers provide €ertain severance payments
upon a change of control of our company. Theseigias are designed to promote the stability andticaity of senior management and to
enable these executives to consider corporateattioss that are in the best interests of our $tolders and other constituents without undue
concern over whether the transactions may jeopattigir own employment or financial security. If Nong terminates his employment due
to a change of control of our company, Mr. Hond W entitled to receive continued payments otlaise salary for one year, reimbursement
of medical insurance premiums during that perio@ssmhe becomes employed, a pro-rated portionscdiimual performance bonus, and, if
any severance payment is deemed to be an “excemshpée payment” within the meaning of Section 283@he Internal Revenue Code, an
amount equal to any excise tax imposed under $e4889 of the Internal Revenue Code. In additiospption to purchase 500,000 share
our common stock at an exercise price of $7.0Gpare, granted in August 2006, shall immediatet irefull. If Mr. Kim is terminated by
us without cause, or if Mr. Kim resigns for cause a result of, or within six months following, lrange in control of the Company, he will be
entitled to a payment in the amount of 12 monthfary.

Deductibility of Executive Compensation

As part of its role, the Committee reviews and aders the deductibility of executive compensatioder Section 162(m) of the Internal
Revenue Code, which provides that we may not dezhropensation of more than $1,000,000 that is fwegertain individuals. We believe
that compensation paid under the management ivegplins are generally fully deductible for fedenalome tax purposes. However, in
certain situations, the Committee may approve caorsgiEon that will not meet these requirements @eoto ensure competitive levels of tc
compensation for its executive officers.

COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Direchas reviewed and discussed with management tmp&tsation Discussion and
Analysis contained in this Proxy Statement. Basethat review and discussion, this Committee recemurd to the Board of Directors that
the Compensation Discussion and Analysis be includ¢his Proxy Statement.

COMPENSATION COMMITTEE
David M. Rickey (Chairman)
Thomas F. Lagatta

Alan H. Portnoy

The information contained above under the capti@mnpensation Committee Report” and “Audit ComnetiReport” will not be
considered “soliciting material” or to be “filed”ith the Securities and Exchange Commission, ndrthalt information be incorporated by
reference into any future filing under the SecesitAct of 1933 or the Securities Exchange Act &4l ®xcept to the extent that we
specifically incorporate it by reference into anfj.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of our Compensation Committedisied above. None of the members of our Congt@rs Committee have ever
been an officer or employee of our company or &mguo subsidiaries. None of our executive officegsves or has served as a member of the
Board of Directors, Compensation Committee or oBward of Directors committee performing equivalmictions of any entity that has ¢
or more executive officers serving as one of oveaors or on our Compensation Committee.
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TRANSACTIONS WITH RELATED PERSONS
Compensation to Related Parties

Our Vice President of Procurement, Paik Ki Honghgs brother of Chun Ki Hong, our President, Cligécutive Officer and Chairman
of the Board, and of Nam Ki Hong, one of our diogst During fiscal 2006, Mr. P. K. Hong earned saknd non-equity incentive plan
compensation in the amounts of $297,117 and wagegtaptions for the purchase of up to 100,000eshaf our common stock at an exer
price of $7.00 per share. $100,000 of the non-tgducentive plan compensation presented was awldrdeonnection with the completion of
our initial public offering under a Performance éntive Agreement, and is subject to forfeituredftarminates his employment with us prior
to May 2009. The dollar amount recognized for fitiahstatement reporting purposes for these optidgtisrespect to our fiscal year 2006 in
accordance with FAS 123R, disregarding estimatdsréditures related to service-based vesting dink, was $45,800. For a discussion of
the assumptions used to calculate the value obwptivards, see footnote 2 “Stock Based Compensdtidhe financial statements in our
annual report on Form 10-K for the fiscal year ehBecember 30, 2006. Mr. P. K. Hong’s salary anausdor our 2007 fiscal year is
expected to be approximately $210,000 .

Guaranties by Executive Officers

Chun Ki Hong personally guaranteed the repaymefi.gf50,000 in aggregate principal amount of folyneutstanding convertible
promissory notes. These notes automatically coasténto shares of our common stock in connectigh wirr initial public offering. Chun Ki
Hong, Christopher Lopes and Jayesh Bhakta eacbrmmdhg guaranteed the repayment of up to $1,000¢0@@rrowings under our existing
credit agreement with our bank. The guaranteekisfiank debt terminated upon the completion ofinitial public offering.

STOCKHOLDER PROPOSALS FOR 2008 ANNUAL MEETING

If you wish to present a proposal for action at 2008 annual meeting of stockholders and wish te ligincluded in the proxy statem
and form of proxy that management will prepare, yaist notify us no later than January 2, 2008 énfthhm required under the rules and
regulations promulgated by the SEC. Otherwise, yoaposal will not be included in management’s groxaterials.

If you wish to present a proposal for action at 2008 annual meeting of stockholders, even thougfilinot be included in
management’s proxy materials, our bylaws requiat We must receive that proposal at our princigatative offices not less than 120
calendar days in advance of the first anniversathi@date that our proxy statement was releasstbtikholders in connection with the
previous yeas annual meeting of stockholders. Accordingly, yawst notify us no later than January 2, 2008 if wigh to present a propo:
for action at our 2008 annual meeting of stockha@d@hether or not it is to be included in managat'sgroxy materials.
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OTHER MATTERS

Our Board of Directors does not know of any othatters to be presented at the 2007 annual medtstgakholders but, if other
matters do properly come before the meeting,iittended that the persons named as proxies inrthey gard will vote on them in accordar
with their best judgment.

A copy of our 2006 annual report is being maile@ach stockholder of record together with this gretatement. The 2006 annual rej
includes our audited financial statements for theal year ended December 30, 2006. Our annuaitrepd-orm 10K includes these financi
statements, as well as other supplementary finbimétcamation and certain schedules. The annuabmegn Form 10-K is not part of our
proxy soliciting materialCopies of the annual report on Form 10-K, without &hibits, can be obtained without charge by contactig us
at 475 Goddard, Irvine, California 92618, (949) 438025, or through our website, located atbttp: //mww.netlist.com .

By order of the Board of Director

Lee Kim
Vice President, Chief Financial Officer and Secretary

Irvine, California
May 18, 2007
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APPENDIX A

NETLIST, INC.
AUDIT COMMITTEE CHARTER

Charter

This charter governs the operations of the Auditn@ittee (the “Committee”) of the Board of Directdtise “Board”)of Netlist, Inc. (the
“Company”). At least annually, the Committee shalliew and reassess this charter and recommengrapgsed changes to the Board for its
approval. The Company shall make this charter alkdlon its website at www.netlist.com.

Member ship of Committee

The Committee shall be composed of at least thireetdrs, at least two of whom are independent ahagement and the Company.
Members of the Committee shall be considered inagget if they have no relationship that may interfeith the exercise of their
independence from management and the Company.eéilmrs of the Committee shall meet the independerarements of The Nasdaq
Global Market (“Nasdaq”) or any other exchange dricly the Company’s securities are traded, as vgetha rules and regulations of the
Securities and Exchange Commission (the “CommiSsimnthe latest date required by the rules andilagns of such entities.

All Committee members shall be able to read anctstdnd fundamental financial statements, andaat tne member shall have
accounting or related financial management expestisficient to satisfy the requirements of Nasdétin the time period prescribed by
Nasdaq

The Committee shall be appointed by the Board, upoommendation of the Nominating and Corporateddmance Committee of the
Board, if one exists. The chairman of the Commisiieall be designated by a majority vote of the @idimmittee. Committee members shall
serve until their successors are duly appointedoaradified or until their earlier removal by the &d at any time.

Mestings

The Committee shall meet as often as it shall deter, but not less frequently than quarterly. Tlen@ittee may request any officer or
employee of the Company or the Company’s outsidesel or independent auditor to attend a meetitgeCommittee or to meet with any
members of, or any consultant to, the Committee.

Except as otherwise provided by the Certificaténobrporation or By-Laws of the Company, the fremye location and operation of
meetings and similar procedural matters relatindp¢oCommittee shall, to the extent applicablethieesame as those that relate to meeting
and procedural matters concerning, the Board.

Purposes of the Committee

The Committee shall assist the Board in oversetiegntegrity of the Company’s financial statemetite Company’s compliance with
legal and regulatory requirements, the indepenadeditor’s qualifications and independence and #réopmance of the Company’s
independent auditors. In doing so, it is the gddhe Committee to maintain free and open commuigcaamong the Committee, indepenc
auditor and management of the Company. In dischgritg oversight role, the Committee is empoweceihvestigate any matter brought to
its attention with full access to all books, recrcilities and personnel of the Company.
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Responsibilities and Processes

The primary responsibility of the Committee is &bext, and ensure the independence of, the indepéadditor, oversee the Company’s
financial reporting process on behalf of the Boand report the results of its activities to the Bo&anagement is responsible for preparing
the Company’s financial statements, and the indégenauditor is responsible for auditing thoseriirial statements. The Committee, in
carrying out its responsibilities, believes itsipigls and procedures should remain flexible, ireotd best react to changing conditions and
circumstances. The Committee should take the apiptepactions to set the overall corporate “tore’duality financial reporting, sound
business risk practices and ethical behavior.

The Committee may form and delegate authority ticemmittees consisting of one or more members vaippnopriate. In addition, the
Committee is authorized to engage, and the Comghaly provide funding for, such independent couasel other advisors as the Committee
may deem necessary or advisable to retain to desi€fommittee in carrying out its duties. The Campshall provide appropriate funding,
as determined by the Committee, for payment of aamsption to any such counsel or other advisord@ady registered public accounting
firm engaged for the purpose of preparing or isg@in audit report or performing other audit, revivattestation services for the Company.
The Company also shall provide appropriate fundasgdetermined by the Committee, for payment oinarg administrative expenses of the
Committee that are necessary or appropriate ityicgrout its duties.

The following shall be the principal recurring pesses of the Committee in carrying out its ovetsigbponsibilities. The processes are
set forth as a guide with the understanding thaGbmmittee may supplement them as appropriate.

Relating to the Independent Auditor

« The Committee shall have a clear understanding méhagement and the independent auditor that tependent auditor is
ultimately accountable, and must report directiythe Committee, as representatives of the Compatgtkholders. The Committee
shall have the sole authority to appoint (subjéetpplicable, to ratification by the stockholdefsthe Company), terminate and repl
the independent auditor. The Committee may redejvet from management on these matters but shatlelegate these
responsibilities. The Committee shall be respoedibt the oversight of the independent auditoruiding the resolution of any
disagreements between management and the independigtor regarding financial reporting or otherttaes.

» The Committee shall have the sole authority to eppthe scope, fees and terms of all audit engagesmes well as all permissible
non-audit engagements of the independent auditer.Jommittee shall pre-approve all audit and pesitnlis non-audit services to be
performed for the Company by the independent audiiving effect to the “de minimus” exception fi@tification of certain noraudit
services set forth in Section 10A(a)(i)(1)(B) oét8ecurities Exchange Act of 1934 (the “Exchang&)A©n an annual basis, the
Committee shall consider whether the provisionaf-audit services by the independent auditor, oavanall basis, is compatible
with maintaining the independent auditor’s indepara from management.

« The Committee shall discuss with the auditors timeiependence from management and the Companghedideview all written
disclosures required by the Independence Stan@arais! to be provided by the independent auditoe Chmmittee shall ensure the
rotation of the lead (or coordinating) audit parthaving primary responsibility for the audit ame taudit partner responsible for
reviewing the audit, to the extent required by law.




Relating to Audits and Financial Statements

The Committee shall discuss with the independedit@uthe overall scope and plans for the annuditaln addition, the Committee
shall discuss with management and the independslitoa the adequacy and effectiveness of the adawuand financial controls,
including the Company’s system to monitor and maragsiness risk, and legal and ethical complianagrams.

The Committee shall review with management andrtiependent auditor the audited financial statem@ntluding management’s
discussion and analysis contained therein) of th@gany, including its judgment as to the qualityd aot only the acceptability, of
accounting principles, the reasonableness of sogmif judgments and the clarity of the disclosumnethe financial statements. The
Committee also shall discuss the results of theialneudit and any other matters required to be conicated to the Committee by t
independent auditor under generally accepted aticmuprinciples. The Committee shall recommench®Board, based on the
foregoing and on a review of other information masilable to the Committee, whether the auditedritial statements should be
included in the Company’s Annual Report on FormKL0On addition, the Committee shall prepare anryualteport to the stockholde
of the Company, as required by the rules of the @msion.

The Committee shall similarly review the interimdincial statements with management and the indepemadiditor prior to the filing
of the each of the Company’s Quarterly Reports am10Q. The Committee also shall discuss the resultsefuarterly review ar
any other matters required to be communicatedgitmmittee by the independent auditor under génerecepted accounting
standards. The chairman of the Committee may reptéke entire Committee for the purposes of tngew.

The Committee shall discuss with the independedit@uthe matters required to be discussed by @iate on Auditing Standards
No. 61 relating to the conduct of the audit, inahgdany difficulties encountered in the courseha audit work, any restrictions on the
scope of activities or access to requested infaomaand any significant disagreements with managgnThe Committee also shall
obtain from the independent auditor assuranceSbation 10A(b) of the Exchange Act (including aadiiscovery that illegal acts
may have occurred) has not been implicated.

The Committee shall review each report of the irdelent auditor, delivered to the Committee purst@Bection 10A(k) under the
Exchange Act, concerning: (a) all critical accongtpolicies and practices to be used, (b) all a#teve treatments of financial
information within generally accepted accountinmgiples that have been discussed with managemanifications of the use of
such alternative disclosures and treatments anttéhment preferred by the independent auditor(endther material written
communications between the independent auditonaarmbgement, such as any management letter or detefdinadjusted
differences.

The Committee shall review the disclosures madeffigers of the Company in the certification reeuairto be filed (a) as part of the
Company’s Annual Reports on Form 10-K and QuartBeyorts on Form 10-Q, regarding any significaffiiciEncies in the design or
operation of internal controls or material weakessherein and any fraud involving managementloerodmployees who have a
significant role in the Company’s internal contrafed (b) pursuant to Section 302 of the SarbandeyQdct of 2002, regarding the
compliance of periodic reports and their fair preagon of the Company’s financial statements asliits of operations.
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Relating to Other Compliance Matters

The Committee shall establish procedures for theipg, retention and treatment of complaints rezetilry the Company regarding
accounting, internal accounting controls or auditimatters, and the confidential, anonymous subonidsy Company employees of
concerns regarding questionable accounting oriagditatters and shall monitor ongoing compliancénwhose provisions.

The review and approval of the Committee shalldzpiired prior to the Company entering into anygeanions with a related party.

The Committee shall review such other reports, adoph other policies and implement such othergutages as shall be necessary to
comply with the rules and regulations that, fromdito time, may be established by the CommissidrbgrNasdaq or any exchange
on which the Company’s securities are traded.




NETLIST, INC.
COMMON STOCK PROXY BOARD OF DIRECTORS

This Proxy is solicited on behalf of the Board of Dectors of NETLIST, INC.

The undersigned hereby appoints Chun Ki Hong orKieeor either of them, the true and lawful attora@nd proxies of the
undersigned, with full power of substitution to @@l shares of the Common Stock, $0.001 par vadueshare, of NETLIST, INC., which the
undersigned is entitled to vote at the annual mgeif the stockholders of NETLIST, INC., to be heldWednesday, May 30, 2007 at
10:00 a.m., Pacific time, at our principal execetdffices at 475 Goddard, Irvine, California 92648d any and all adjournments thereof, on
the proposals set forth on the reverse side ofRtogy and any other matters properly brought leefoe meeting.

Unless a contrary direction is indicated, this Proy will be voted FOR all nominees listed in Proposdl. If specific instructions are
indicated, this Proxy will be voted in accordanceherewith.

All Proxies to vote at said meeting or any adjouentrheretofore given by the undersigned are her@imked. Receipt of the Notice of
Annual Meeting and Proxy Statement dated May 18746 hereby acknowledged.

To include any comments, please mark this | O
NETLIST, INC.
475 Goddard, Suite 100
Irvine, CA 92618




DETACH PROXY CARD HERE

O

Please mark, sign, date and return thit X]

Proxy in the accompanying prepaid Votes must be indicated
envelope. (x) in Black or Blue ink.

The Board of Directors recommends a vote FOR all Nuinees listed in

Proposal 1.

1 Election of Director:

FOR O WITHHOLD AUTHORITY O *EXCEPTIONS O
all nominees to vote for all nominees listed

listed below below

Nominees Chun Ki Hong, Nam Ki Hong, Thomas F. Lagatta, Atan 2. Such other business as may properly come before the

Portnoy, David M. Rickey, Preston Ron

(INSTRUCTIONS: To withhold authority to vote for any
individual nominee, mark the “Exceptions” box and write that
nominee’s name in the space provided below.)

*Exceptions

meeting or any adjournment there

To change your address, please mark this bo:d
indicate any changes.

SCAN LINE

Please sign exactly as your name appears herecen #mning as
attorney, executor, administrator, trustee, guardia corporate
officer, please indicate full title

Date Share Owner sign he Co-Owner sign her




