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PART I

Item 1. Business of Netlist, Inc.
Overview

We design and manufacture high performance memory subsystems. We sell our subsystems to original equipment manufacturers, or OEMs, in
the server, high performance computing and communications markets. We target applications within these markets in which memory plays a key
role in enabling overall system performance requirements. Our memory subsystems are incorporated into multiple platforms at IBM, Dell,
Gateway and Hewlett-Packard and other OEMs. Our subsystems are designed and manufactured to specifically address the high-performance
needs of these customers systems.

We collaborate with our OEM customers in the earliest stages of their new product design cycles. This collaboration provides us with unique
insight into the OEM s system architecture and performance requirements and expands our existing systems expertise. In addition, we have
developed a portfolio of proprietary technologies and design techniques to meet OEM needs, including efficient planar design, alternative
packaging techniques and custom semiconductor logic. As a result, we are able to design application-specific memory subsystems with optimal
combinations of high memory density, small form factor, high signal integrity, effective heat dissipation and low cost per bit. We also offer our
OEM customers flexible order fulfillment and rapid turnaround times.

We were incorporated in Delaware in June 2000 and commenced operations in September 2000.
Our Solution

We provide high performance memory subsystems to the server, high performance computing and communications markets. We utilize our
innovative and proprietary technology, as well as our extensive systems expertise, to bridge the gap between industry standard approaches and
the requirements of complex OEM systems. Our application-specific solutions provide customers with the following key benefits:

Highly Differentiated Memory Solutions Through Deep Customer Engagement. We work closely with our OEM customers, from
the earliest stages of new product definition through the ramp up to mass production, to develop and deliver
application-specific memory subsystems which address the full range of system architecture and performance
requirements. Our close, collaborative relationship with our OEM customers give us early insight both into their
current needs and into future technology trends. In addition, our in-depth systems expertise, coupled with our ability
to customize solutions, enables our OEM customers to offer differentiated products that feature high levels of
performance while improving reliability and, in some cases, reducing cost.

High Performance Through Proprietary Technologies and Design Techniques. We have developed a portfolio of proprietary
technologies and design techniques to achieve optimal electronic signal strength and integrity, high memory density
and improved heat dissipation. For example, our innovative printed circuit board, or PCB, designs enhance electronic
signal integrity, allowing our customers to design and market products that operate at the highest commercially
available speeds, such as the DDR2 specification, which is designed to operate at speeds up to 800 MHz. Another
technique we utilize is to embed passive devices within the PCB, thereby freeing valuable board space to reduce form
factors and improve signal integrity. Our solutions also address the system-level thermal issues encountered at high
operating speeds via such innovations as planar designs and proprietary heat dissipation technologies that allow us to
minimize heat concentrations within the system.

High Quality and Reliability. 'We perform a full range of product reliability testing and share the results with our
customers on an on-going basis. We use advanced design tools to accurately simulate the
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system performance targets of our customers and to ensure that our products comply with our customers specifications. All of our memory
subsystems undergo both functional and system burn-in testing prior to delivery to our customers. We complement our test capabilities with
advanced imaging technology to inspect the quality of our micro ball grid array, or microBGA, assemblies. We believe that our testing
procedures significantly enhance the quality and reliability of our products.

Rapid Order Fulfillment Capability. 'We operate our manufacturing facility in a manner that maximizes our ability to meet
changing customer demand. Our turn-around times are typically one week or less, and in some cases as few as two
days, which allows us to match unforeseen customer demand and to provide our OEM customers with timely access to
products.

Cost-Effective Memory Solutions. We provide high performance memory subsystems at what we believe to be the lowest
cost per bit for many applications. Our portfolio of proprietary technologies and design techniques allow us to use
cost-effective, current generation dynamic random access memory integrated circuits, or DRAM ICs, and in some
cases avoid additional costs from chip-stacking to significantly lower the cost of our memory subsystems.
Additionally, the superior thermal characteristics and electronic signal integrity of our subsystems helps OEMs reduce
costs through simplified system design.

Our Products

We are currently designing, manufacturing and selling memory subsystems with speeds up to 667 MHz, densities up to 8 gigabytes, and form
factors as small as 0.72 inches, or 18.3 millimeters, in height. Our products for the server market address a broad variety of memory capacity and
configuration requirements, as well as a broad range of server types, including tower, rack-mounted, and blade servers. Our current products
primarily support double data rate, or DDR, and DDR2, DRAM technologies.

The following table lists representative products from our major families of high performance memory subsystems:

DDR2 Registered Dual In-line Memory Module

Density Height Speed (MHz) Applications

256MB 30mm 400/533 RAID Memory

512MB 30mm 400/533/667 Blade Servers

512MB 18.3mm 400/533/667 Blade Servers

1GB 18.3mm 400/533/667 Blade Servers

1GB 30mm 400/533/667 1U, 2U+ Servers, Networking
2GB 30mm 400/533/667 1U, 2U+ Servers, Networking
2GB 18.3mm 400/533/667 Blade Servers, Networking
4GB 30mm 400/533/667 1U, 2U+ Servers, Workstations
4GB 18.3mm 400/533 Blade Servers

DDR?2 Fully Buffered Dual In-line Memory Module

Density Height Speed (MHz) Applications

1GB 30mm 400/533/667 1U, 2U+ Servers, Workstations
2GB 30mm 400/533/667 1U, 2U+ Servers, Workstations
4GB 30mm 400/533 1U, 2U+ Servers, Workstations
2
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DDR?2 Unbuffered Dual In-line Memory Module

Density Height Speed (MHz) Applications

256MB 30mm 400/533/667 Workstations
512MB 30mm 400/533/667 Workstations
1GB 30mm 400/533/667 Workstations
2GB 30mm 400/533 Workstations

DDR2 Small Outline Dual In-line Memory Module

Density Height Speed (MHz) Applications
1GB 30mm 400/533/667 Notebooks, Networking
2GB



