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Fhe-Our business involves significant risks and-uneertainties-, some of which are described below are-netthe-only-onesfacing
as-. Other events that we do not currently anticipate or that we currently deem immaterial also may affect our business, financial
condition, results of operations, cash flows, other key metrics and the trading price of our common stock. You should carefully
consider the risks and uncertainties described below, together with all the other information in this Annual Report,
including “ Management’ s Discussion and Analysis of Financial Condition and Results of Operations ” and the
consolidated financial statements and the related notes. If any of the following risks actually occurs, our business,
reputation, financial condition, results of operations, revenue, and future prospects could be seriously harmed. In
addition, you should consider the interrelationship and compounding effects of two or more risks occurring
simultaneously. Unless otherwise indicated, references to our business being harmed in these risk factors will include
harm to our business, reputation, financial condition, results of operations, revenue, and future prospects. In that event,
the market price of our common stock could decline, and you could lose part or all of your investment. You should not
interpret our disclosure of any of the following risks to imply that such risks have not already materialized. Risk Factor
Summary The following is a summary of the most significant risks and principal factors that make an investment in our
common stock speculative or risky. Risks Related to our Delinquent SEC Reporting Obligations * Circumstances
discussed in the Explanatory Note in this Annual Report; ¢ Our failure in timely filing our SEC reports; * The outcome
of litigation and other legal proceedings, disputes, claims, as well as regulatory examinations, investigations, proceedings
and orders arising out of the circumstances discussed in the Explanatory Note in this Annual Report, and any orders,
actions or rulings not in our favor;  Significant expenses related to the circumstances discussed in the Explanatory Note
in this Annual Report; « The remediation of material weaknesses and deficiencies in our internal control over financial
reporting and disclosure controls and procedures, and any resulting litigation; « The absence of timely and accurate
financial information has hindered and may in the future hinder our ability to effectively manage our business and the
ability to issue stock- based compensation to our employees; * Our availability to access outside financing; * Negative
pubhclty and potentlal customers’ concerns, ()puatmnal and Excumon Rlsks . Volatlllty of Advefse-eeeﬁernte—eeﬂdr&eﬁs

results-ofoperations-and-finanetal-eonditton—-Our-quarterly operating results ; have-fluetnated-and-wil-ikelyfluetuatein-the
-future— Oulablllty verae-and-margin apartienlar pertod-are-diffienltto-predietand-ashortfallinreven eehinein

meet &ﬂy—pubhcl\ announced f ll]dlllel (’LllddnLL or othu cxpcclallons dbOLll our buslncsx—rt—eeu-}d—eattse— ) Tlmely
development of new products and enhancements to our existing products; * Our ability to maintain sufficient inventory;
¢ Shortfall in revenue out- or steek—te-decline in ¥alue-margins; - We-may-be-unable-The exercise of security interests we
take in products sold; * Concentration of our customer base; * Our ability to secure additional financing on favorable terms
; » Our cost structure , er-at-ath-ability to deliver server solutions to customers , swhich-and ability to resolve warranty
clalms in turn-eonld-impair-therate-of-a timely manner; * Our ability to enhance our—- or growth—upgrade our enterprise
resource planning (“ ERP ) systems and other IT applications, including challenges related to automating internal
controls utlllzmg our ERP systems and mamtammg mternal controls over processes in other IT appllcatlons, . ll]LlLdSL\

foreign policies ¢

fe}at-mg—te-rnsufﬁeteﬂt— geopohtlcal condltlons, general economlc condltlons, and exeess—erebse-}ete-rﬂveﬂ-tery—-—]arfﬁet&&es

factors beyond Hlapphe&tteﬂs—eeu-}d—&di%fse}y—ﬁﬁpaet—omeeﬁtfe-}s— control eﬁﬁreﬁmeﬁt— stlcm sccum) violations, data
plolccllon breaches, cvbu attacks , and other related wbu SLLUIII) issues ; eeﬂid—drsfupfetﬁﬂteﬂmi-epef&&efts—ef

Aﬁy—fa—rl-ure—Fallure to ddcqualclv c\pand or retain our sales force 3

w-l-l—rm-pede—etﬂkgfewth— Potentlal Geﬂ-ﬂ-tets—conﬂlcts of interest -rna-y—&ﬂse—\\ uh Ablcu)m and C Ompu\\ are 3 ,—&ﬂd-t-hey—ma-y
adversely-affeetotr-operations— Our relianee-e 5 ; h

source of contract manufacturing services and inv cnlmy w alchousmg —a° -I-f—nega-t—we—Our ablllty to attract and retain key
personnel; SMCI | 2024 Form 10- K | 11 * Our direct sales efforts and relationships with our indirect sales channel and
w1th our OEMs, . Our ablllty to malntaln good pub 1c11y artses-with 1c\pccl to us, our cmplowcs our third- pam serv 1cc




l-nﬁrted—Slmlwlc and lndusm Rls ks * -I-f—we—elo—not—s‘ueeessftﬂ-l-y—Our ablhty to work w1th supphers to make tlmely new
product introductions; * Our ability to manage our business for growth and expansion, including the expansion of our
international manufacturing capduly and business opuallons S ,—etl-ﬁbﬂs-lﬂess—eeu-}d—be-h&rﬂ‘ted— Our reliance on a limited
number of suppliers Wes 0 : iess-for growth-certain components used to
manufacture our products, . Our supphers ablhty to 1mprove the functionality and expansien—performance of materials
and key components for our products;  Our ability to timely deliver high quality server and storage solutions; ¢
Increased competition and our ability to compete effectively; * The Al industry has contributed to our success but also
presents significant risks and uncertainties, including potential risks from its use by our workforce; * Our investments in
corporate ventures and other 1nvestments, * Our growth into markets outside the United States ; expeses-ts-to-risks-inherent

i i i P entires: Lu:al and Rcculalon Rlsks . LawsultsBeeause-euﬁproéuets
and semees—ma—y—stere—other legal proceedmgs dlsputes proeess-and-use-data-, some-of claims, and government inquiries
and investigations; « Compliance with laws, rules, regulations, as well as political and other actions related to export
control to which our business is eentains-personat-information,we-are-subjcct to-eomplex-and-evolving; * Compliance with
laws and regulations 1cgdldmu pll\ acy, data protection and other matters =3 ¢ Our ablllty to protect our 1ntellectual property,
* Compliance opers se stlated-matertals;an p

safety laws and-regulations-, whi

o on-stoekma 8 o h-the-U. S. Foreign Corrupt Practices Act, olhu appllcdbl dllll corruption
and anti- bribery Lm s, outbound mvestment regulatlons, and apphieable-trade-eontrot-other government regulation or laws

related eeu-}d-subjeet—us—l<) our business; penalties-and-other-adverse-conseqtieniees— Anyfatlare-to-proteet Anti- takeover

provisions in our charter inteleetaat-property-eould-impair-our-brand-—- and and-eureompetitiverness—bylaws; Financial Risks
* Resoluttorrofelaims-that-we-have-violated-Our indebtedness, liabilities, and contractual obligations; ¢ Our ability to raise

the funds necessary to repurchase the convertible notes or-for may-viotate-cash following a fundamental change
(including the delisting inteleetuat-propertyrights-of others-eould-require-us-to-indemnify-others-or-our common stock), to
repay the outstanding principal and accrued interest upon an event of default, or to pay signifteantroyaltesto-third
patrttes—any cash amounts due upon conversion; * Provisions in the indentures governing efeurgovernanee-documents-and
-Be}a-w&re—}a-w—mrght—d-rseour&ge—de}ayerour pfeveﬁt—convertlble notes makmg it harder for a third- party to acquire us; ¢
al-Risks associated with the capped call
transactlons, * Potential dllutlon caused by conversion of our convertlble notes; * Our R & D expenditures, which as-&
pefeeﬂ-t&ge—e-f—eﬁ-ﬁﬂet—sa-}es,—alc considerably hl(*hu than mdny 0[ our wmpunms 3 i Gu-r—Change in our future effective

------- don Reome s— Our Baektog-backlog amount; éoes—notjafeﬂde—&
s-ubst&ﬂtt&l-pef&eﬁ-e-ﬁetﬁtet—sa}es-&r&nﬁtt&rter—Rlsks Rclalcd 10 Owning our €emmen-Stock * Fhe-Volatility of the trading
price of our common sloc ts—l-ﬂeel—y—to—be—ve-}atr}e— A dechne in our stock prlce caused by Futufe—future salu ef—shares—bv
existing stockholders ; ;ine hath 5
AW&Pd—eeﬂ-ld-eattse—eﬂPstee-l&pﬂee—te—deehﬂe— The LODLLlllldll()n 01 our capital slock oW nushlp w 11h msldus likely limits your
ability to influence corporate matters —;  No expectation in paying We-do-notexpeetto-pay-any-eash-dividends fer-in the

foreseeable future —; General Risks ()LII products may not be viewed as supporting climate change mitigation in the IT sector =
; and * ©Our-Enactment of or changes to government regulation or laws related to our business . We face risks related to
previously being delinquent in our SEC reporting obligations. Due to the circumstances discussed in the Explanatory
Note in this Annual Report, our recent SEC filings, including this Annual Report, our Quarterly Reports on Form 10- Q
for the quarterly periods ended September 30, 2024 and December 31, 2024 (the “ Delinquent Reports ) were
delinquent. On December 6, 2024, Nasdaq granted us and- an operations-may-be-impaeted-exception to Nasdaq’ s Listing
Rule 5250 (c) (1), allowmg us to file all the Dehnquent Reports by F ebruary 25 ﬁatura-l-dts&stefeveﬁts— 2025 mel-udtﬂg

adverse—effeets—eﬁ—etukbustﬁess— S\/l(l %92—3—2024 F01m 10- K \ +9—9u%busmess—depeﬁds-12 While we ﬁled all ofthe
Delinquent Reports on the-overal-demand-for-- or aceelerated-eompute-platforms—Global-before February 25, 2025, we
expect to continue to face many of the risks and challenges related to previously being delinquent in our SEC reporting
obligations, mcludlng the followmg . We may fail to remediate materlal weaknesses in our internal control over financial
reporting develo v 5 7




alkness-weaknesses may be
m the future eustefneﬁbad

or-our financlal reportlng, ) F allure to tlmely file detays-inplanned-purehs

our peteﬁttal—eustemers—expeﬂenee—eeeﬁeﬁﬁﬂtardshrp-SEC reports and make our current ﬁnanclal 1nf0rmat10n avallable
has placed downward pressure on our stock price , which has adversely affected, and may continue adversely affect,
hiring and employee retention; * Litigation and claims as well as regulatory examinations, investigations, proceedings
and orders arising out of our failure to file SEC reports on a timely basis, including the reasons and causes for such
failure to file, will continue to divert management attention and resources from the operation of our business; * We may
not be able to recapture lost business or business opportunities due to ongoing reputational harm; and ¢ Negative reports
or actions on our commercial credit ratings would increase our costs of, or reduce our access to, future commercial
credit arrangements and limit our ability to refinance existing indebtedness. The outcome of litigation and other legal
proceedings, disputes, claims, as well as regulatory examinations, investigations, proceedings and orders arising out of
the circumstances discussed in the Explanatory Note in this Annual Report, and any orders, actions or rulings not in our
favor could reduce the demand for our Total IT...... that current or future du elopmems will not hav ea material adverse effect
on our business, results of operations and financial condition. Qur +h Sts11 : Ates e-cha
globat-eompanies-company and certain of our current and former executive ofﬁcers and dlrectors are defendants in
certain legal proceedings and putative class actions. Please see Part I , inetudingts-Item 3 , swhieh-*“ Legal Proceedings. ”
These proceedlngs have eusteﬁtefs—resulted in sngnlﬁcant expenses t-he—nﬂpaeted—regfeﬁs—”llhe—H—S—and ﬁ'ﬂ‘lei‘——— the dlversmn

of both (i...... be undbh 10 acquire malumls muiui In addition, the c1rcumstances whlch gave erises—- rise to the
circumstances discussed in the Explanatory Note in this Annual Report continue to create the risk of additional litigation
and claims by investors and examinations, investigations, proceedings and orders by regulatory authorities. These
include a broad range of potential actions that may be taken against us by the SEC or other regulatory agencies,
including a cease- and- desist order and / or the assessment of possible civil monetary penalties. Any such further
exaeerbate-inflationary-actions could be expensive and damaging to our business, the results of operations, and financial
condition. We have incurred and expect to continue to incur significant expenses related to the circumstances discussed
in the Explanatory Note in this Annual Report, the remediation of deficiencies in our internal control over financial
reporting and disclosure controls and procedures, and any resulting litigation. We have devoted and expect to continue
to devote substantial internal and external pressures— resources towards remediation efforts relating to the circumstances
discussed in the Explanatory Note in this Annual Report, the management review process and other efforts to regain
timely compliance with the filing of our future SEC periodic and other reports. As a result of these efforts, we have
incurred and expect that we will continue to incur significant incremental fees and expenses for additional accounting,
financial and other consulting and professional services, as well as the implementation and maintenance of systems and
processes that will need to be updated, supplemented or replaced. Specifically, in connection with the circumstances
discussed in the Explanatory Note in this Annual Report, audit and compliance efforts and related litigation and other
proceedings, claims, governmental inquiries or investigation, and other demands, we have indireetimpaets-on-our-business
incurred professional fees totaling $ 18. 6 million through January 31, sueh—2025 The expenses we are 1ncurr1ng in this
regard, as well as the substantlal time dev0ted by hern 0 g ostsfre g -6
management eon 8 3 6

ha\ ¢ a material adverse LHLLI on our btl\ll'lt\\ results of operations , and financlal condltlon The c1rcumstances discussed in
the Explanatory Note in this Annual Report have diverted, and continue to divert, management and other human
resources from the operation of our business. The circumstances discussed in the Explanatory Note in this Annual
Report have diverted, and continue to divert, management and other human resources from the operation of our
business. The Board of Directors, members of management, and our accounting, legal, administrative and other staff
have spent significant time on the circumstances discussed in the Explanatory Note in this Annual Report and will
continue to spend significant time on related matters. These resources have been, and will likely continue to be, diverted
from the strategic and day- to- day management of our business and may have an adverse effect on our ability to
accomplish our strategic objectives. SMCI | 2024 Form 10- K | 13 Additionally, due to the delay in filing the Annual
Report as discussed in the Explanatory Note, our registration statements on Form S- 8 were ineffective until the Annual
Report was filed with the SEC. This hindered the Company’ s ability to grant certain stock- based compensation under
its existing compensation programs. The delay also prevented the Company from holding its annual meeting of
stockholders, which would have allowed an increase in the number of common stock shares available for grant under its
amended and restated 2020 Equity and Incentive Compensation Plan. The inability to issue sufficient stock- based



compensation could negatively impact our ability to attract and retain talent, potentially affecting our business growth,
results of operations, and financial conditions. Our failure to file SEC reports timely has affected, and could continue to
adversely affect our access to outside financing. As a result of the circumstances discussed in the Explanatory Note in this
Annual Report, we chose to terminate our obligations under certain loan agreements early. The failure to timely file our
Delinquent Reports also has resulted in an obligation to pay additional interest and special interest under the terms of
the indenture governing our 0. 00 % Convertible Senior Notes due 2029 (the “ 2029 Convertible Notes ) (the “ 2029
Convertible Notes Indenture ), which was subsequently amended on February 20, 2025 to, among others, provide for
the 2029 Convertible Notes to bear interest from February 20, 2025 at an annual rate of 3. 50 %. Please see Note 16, *
Subsequent Events ” in the Notes to the Consolidated Financial Statements in this Annual Report for information
regarding the amendment of the terms of the 2029 Convertible Notes. While we have filed all the Delinquent Reports
within the extension period granted by Nasdagq, if any of our SEC periodic or other reports becomes delinquent in the
future, any sources of financing that may be available to us could also be at higher costs and require us to satisfy more
restrictive covenants, which could limit or restrict our operations, cash flows and earnings. We cannot ensure that
additional financing will be available to us or be sufficient or available on satisfactory terms. In addition, unless we have
filed all required reports with the SEC, we will be precluded from registering our securities with the SEC for offer and
sale, and the failure to timely file our SEC reports will limit our ability to use “ short- form ” Form S- 3 registration
statements for registering our securities for sale with the SEC until we again meet the timely filing requirements of Form
S- 3. If we are unable to access outside financing in a timely manner, or we are not able to obtain additional financing on
terms favorable to us, our business, results of operations, and financial condition could be adversely affected. Matters
relating to or arising from the circumstances discussed in the Explanatory Note in this Annual Report, including adverse
publicity and potential concerns from our customers, have had and could continue to have an adverse effect on our
business and financial condition. We have been and could continue to be the subject of negative publicity focused on the
matters underlying the circumstances discussed in the Explanatory Note in this Annual Report. We may be adversely
impacted by negative reactions to this publicity from our customers or others with whom we do business, who may have
concerns including the time and effort required to address our accounting and control environment and our ability to be
a long- term provider to our customers. The continued occurrence of any of the foregoing could harm our business and
have an adverse effect on our financial condition. We have identified material weaknesses in our internal control over
financial reporting, which could, if not remediated, adversely affect our ability to report our financial condition and
results of operations in a timely and accurate manner. Pursuant to Section 404 of the Sarbanes- Oxley Act of 2002, our
management is required to report on the effectiveness of our internal control over financial reporting in our annual
reports, and annually our independent auditors must attest to and report on the effectiveness of our internal control over
financial reporting. It is necessary for us to maintain effective internal control over financial reporting to prevent fraud
and errors and to maintain effective disclosure controls and procedures so that we can provide timely and reliable
financial and other information. A failure to maintain adequate internal controls may adversely affect our ability to
provide financial statements that accurately reflect our financial condition and report information on a timely basis.
SMCI | 2024 Form 10- K | 14 We have concluded that our internal control over financial reporting was not effective as of
June 30, 2024 due to the existence of material weaknesses in such controls, and we have also concluded that our
disclosure controls and procedures were not effective as of June 30, 2024 due to material weaknesses in our internal
control over financial reporting, all as described in Part II, Item 9A, “ Controls and Procedures ” of this Annual Report.
While we have initiated remediation measures to address the identified material weaknesses, we cannot provide
assurance that our remediation efforts will be adequate to allow us to conclude that such controls will be effective in the
future. We also cannot assure you that additional material weaknesses in our internal control over financial reporting
will not arise or be identified in the future. We intend to continue our control remediation activities and to continue to
improve our overall control environment and our operational, information technology, financial systems, and
infrastructure procedures and controls, as well as to continue to train and develop our personnel who are essential to
effective internal controls. In doing so, we will continue to incur expenses and expend management time on compliance-
related issues. If we are unable to successfully complete our remediation efforts in a timely manner and are, therefore,
not able to favorably assess the effectiveness of our internal control over financial reporting, this could further cause
investors to lose confidence, and our operating results, financial position, ability to accurately report our financial
results and timely file our SEC reports, and stock price could be adversely affected. Moreover, because of the inherent
limitations of any control system, material misstatements due to error or fraud may not be prevented or detected on a
timely basis, or at all. If we are unable to provide reliable and timely financial reports in the future or if our financial
statements are restated, our business and reputation may be further harmed. Restated financial statements and failures
in internal controls may also cause us to fail to meet reporting obligations, negatively affect investor and customer
confidence in our management or result in adverse publicity and concerns from investors and customers, any of which
could have a negative effect on the price of our common stock, subject us to further regulatory investigations, potential
penalties or stockholder litigation, and have a material adverse impact on our business and financial condition. Our
quarterly operating results have fluctuated and will likely fluctuate in the future, which could cause rapid declines in our stock
price. We believe that our quarterly operating results will continue to be subject to fluctuation due to various factors, many of

W hth are buond our control. Factors lh.u may affect qmllul\ operating results include: « Fluetuations-The circumstances

A tlu g-}eba-l—eeeﬂem-re—enﬂfefmeﬂt—Explanatory Note in thls




eustemer—efdefs—ine%udmg—w&}rfespeet—te-eh&n«ges—m sales and 1mplementat10n Lyeles ot our products into our customers’

spending plans and associated revenue;* Variability of our margins based on the mix of server and storage systems,subsystems
and accessories we sell and the percentage of our sales to internet data center,cloud computing customers or certain geographical
regions;* Fluctuations in availability and costs associated with key components,particularly
semiconductors,memory,storage solutions,and other materials needed to satisfy customer requirements;* The timing of
the introduction of new products by leading microprocessor vendors and other suppliers;e The introduction and market
acceptance of new technologies and products,and our success #remergentand-, and incorporating emerging technologies in our
products, as well as the adoption of new standards; « Changes in our product pricing policies, including those made in response
to new product announcements and fluctuations in availability and costs of key components; « Mix of whether customer
purchases are of partially or fully integrated systems or subsystems and accessories and whether made directly or through our
indirect sales channel partners; * The effect of mergers and acquisitions among our competitors, suppliers, customers, or
partners; * General economic conditions in our geographic markets; « Geopolitical tensions, including regional conflicts, trade
wars, tariffs and / or sanctions in our geographic markets; and SMCI | 2024 Form 10- K | 15 * Impact of regulatory changes
(including export control) on our cost of doing business. In-additton;eustomers-Customers may hesitate to purchase, or not
continue to purchase, our }’)IOdULtS based upon past—tmwaff&nted-the circumstances dlscussed in the Explanatory Note in thls
Annual reports— Report 4 y ; i 6 d
epefa-&eﬂs—ma—y—ﬂ-uetua—te—eﬁ—a—qﬁafteﬂ-y—b&sts— lf we fdl to meet expectdtlons of inv est01s or analysts our stock price may fall

rapidly and without notice. Furthermore, the fluctuation of quarterly operating results may render less meaningful period- to-
perlod comparisons of our operating results, dlld you should not rely upon them as an mdlumon of mtule perfonnance If we

pattern-seen-in value seme—e-ﬁeufpast—quaftefs—feeufs-rn—fuﬁtre—peﬂeds— The tnmng of large orders can also ...... 2023 F orm 10-

K| 13We generally provide forward - looking financial guidance when we announce our financial results for the prior quarter.
No assurances can be given that we will continue to provide forward - looking financial guidance, and if we do issue forward
looking guidance, the uncertainties related to these items could cause us to revise such guidance. If issued, we undertake no
obligation to update any forward- looking guidance at any time. In the past, our financial results have failed from time to time
to meet the guidance we provided. There are a number of reasons why we have at times failed to meet guidance in the past and
might fail again in the future, including, but not limited to, the factors described in these Risk Factors. We had-netineeme
depend upon the development of new products $-640-0-millien; $2852-millierrand $1Ht-enhancements to our existing
products, and if we fail to predict or respond to emerging technological trends and our customers’ changing needs, our
operating results and market share may suffer . 9-miltion-The markets for our products are characterized by rapidly
changing technology, evolving industry standards, new product introductions, and evolving methods of operations.
While our revenues mcreased in fiscal ye&fs—~ year %92—3—2024 %Ga%mdée%l—fespeetwe}y%&le—beheve—&rat—om operating
results depend on ¢ ur eredit-faetities-ability to develop and
-rnfefna-l-ly—geﬂefated-eash—ﬂeﬁﬂ—lntroduce new products into ex1stmg and emergmg markets (such as AI) and to reduce the
production costs of existing products. If our customers do not purchase our products, our business will be suffietent
harmed. The process of developing products incorporating new technologies is complex and uncertain, and if we fail to
support-accurately predict customers’ changing needs and emerging technological trends our eperating-busitiesses—-
business could be harmed. We must commit significant resources, including the investments we have been making in our
strategic priorities to developing new products before knowing whether our investments will result in products and
maturing-debt-services the market will accept and interestpayments-investments to purchase inventory of key components
for which the-there have been periods +2-menths-foHowing-the-issuanee-of supply constraint. If the finanetal-statements
inetuded-rindustry does not evolve as we believe it will, or if our strategy for addressing this Annual-Report—Nevertheless
evolution is not successful , we-tntend-to-eontinte-to-grow-many of our strategic initiatives and investments may be of no
otr—- or business-limited value. Suppliers of our key components may introduce new technologies that are critical to the
functionality of our products more quickly than antlclpated which may render components eeu-}d—feqtnfe—ae}d-meﬂa-}
eapital—Sinee-our-initial-publie-offering-we have on fund :

and-hand eredit-faeilities-obsolete, saddling us with excess mventory banklng 1nst1tut10ns We may need to...... and other
hnancml and opelatlonal matters, which ee A ap

ee-ntrntte—utlhze in our products or sell at prices we had antlclpated Conversely, suppllers of our key components may
also introduce new technologies that are critical to the functionality of our products at a slower ratc ofthan their



competition, which could adversely impact our ability to timely develop and provide competitive offerings to our
customers. Similarly, our business could be harmed if we fail to develop, or fail to develop in a timely fashion, offerings to
address other transitions, or if the offerings addressing these other transitions that ultimately succeed are based on
technology, or an approach to technology, different from etr-ours grewth-. [n addition, our business could be adversely
affected in the periods surrounding our new product introductions if customers delay purchasing decisions to qualify or
otherwise evaluate the new product offerings. Furthermore, we may rno-not assuranees-execute successfully on our vision or
strategy because of challenges with regard-regards to product planning and timing,technical hurdles that we fail to overcome in
a timely fashion,or a lack of appropriate resources.This could result in competitors,some of which may also be our
suppliers,providing those solutions before we do and loss of market share,revenue,and earnings.The success of new products
depends on several factors,including proper new product and service definition,component costs,timely completion and
introduction of these products,differentiation of new products from those of our competitors,market acceptance of these
products,and providing appropriate support of these products. There ean-can be giverrno assurance that irthe-event-that-we

seettre—saeh—ﬁﬂ&neﬁrg—ﬂ&&&&mhpfeeeeds—ﬂ%efee-ﬁw ill successfully ldentlfy new be—used—effeemfe}y—eﬁes&}t—ﬁrgfewt-h—kxereases

e-f—new products —Whielir&trhze—&reh}afest—tee%me-}egy—aﬂﬂeﬁd-to éeefe&se—ever—market ina ﬁme—tlmely ﬁs—stleh—manner, or
achieve market acceptance of our products beeome-eommeditized-or that products and technologies developed are

ultimatelyreplaeed-by even-newer-generationrothers will not render our products —We-eannoet-prediet-the-timing-or-ameount-of
aﬁyhdeehﬂe-rrrt-he—wef&g&seﬁmg—pﬂees%etﬂk or technologles obsolete sewer—se}tt&eﬁs—ﬂ%&H#e—maye*peﬂeﬂeeﬁn—ﬂ%e—fuﬂtfe—

eveﬂfs—rn—eas’fem—Eufepe—I-n—seme—iﬂs’faﬁees—etﬂL or agfeemeﬂfs—wrth-noncompetltlve. The products and technologles in our
m&rfeet—sa}es—ehaﬂﬂel—paﬁnefs—}ﬂﬁrt—eﬂfabﬂﬁy—other product categorles and key priority and growth areas may not prove to

the market success we anticipate . erpriee

pfefeet—and we may not successfully 1dent1fy and 1nvest in t-henh other emergmg tﬂveﬂfefy—l-ﬁwe—afe—uﬂab}e—te-et&rer—ﬁ-)

et Or New productsbusrness—
orm 10- K \ 16 We may lose H—Pﬂees—e-f

eeﬁespeﬂd-rng-}y—deefease— Becau%e we often acquire materlali and key ...... 2023 Form 10 K \ 15 To oh‘el GreateI chmces and
optimization of our products to benefit our customers, we maintain a high level of inventory. If we fail to maintain sufficient
inventory, we may not be able to meet demand for our products on a timely basis, and our sales may suffer. If we overestimate
customer demand for our products for whatever reason (including technology changing more rapidly than we anticipate) ,
we could experience excess inventory of our products and be unable to sell those products at a reasonable price, or at all. As a
result, we may need to record higher inventory reserves. In addition, from time to time we assume greater inventory risk in
connection with the purchase or manufacture of more specialized components in connection with higher volume sales
opportunities. In the past, we have taken certain actions including our increased purchase of certain critical materials and
components as a part of our response planning for various uncertainties and risks, such as periods of supply constraint of key
components and those related to lingering effects of the COVID- 19 pandemic andHingering-effeets-therefrerr. Specifically,
we sought to actively manage our supply chain for potential risks of shortage by frst-building inventories of critical components
required for our motherboards and other system printed circuit boards and-eentintted—to-, as well as add to our inventories of key
components such as GPUs, CPUs, memory, and solid state drives (" SSDs ") so and-te-atesserextent-GPUssueh-that
customer orders can be fulfilled as rapidly as possible after they are received. We may continue to take similar actions in the
future based upon our assessment of uncertainties and risks. Nevertheless, no assurances can be given that any such efforts will
be successful to manage inventory, and we could be exposed to risks of insufficient, excess, or obsolete inventory. We have
from time - to - time experienced inventory write downs associated with higher volume sales that were not completed as
anticipated. We expect that we will experience such write downs from time- to- time in the future related to existing and future
commitments, and potentially related to any proactive purchase of certain critical materials and components as part of our
planning for uncertainties and risks. Excess or obsolete inventory levels for these or other reasons could result in unexpected
expenses or increases in our reserves against potential future charges which would adversely affect our business, results of
operations and financial condition Because we often acquire materials and key components on an as needed basis,we may
be limited in our ability to effectively and efficiently respond to customer orders because of the then - current availability



or the terms and pricing of these materlal% and key components, paltlculally for GPUs durmg periods of glowth of new emerging
markets (such as for Al). Our W hav otr-prod
pasteur-industry has experienced materlals shortages and dehvery delay% in the pa%t 1nclud1ng as a result of increased demand

during periods of growth of new emerging markets (such as for AI), eha-l-}eﬁges—rﬂ—the negative impact global-supplyehainasa
result-of eonflietandpandemie- COVID- 19 , and-the global economic downturn -We-may-have-experieneed-and recent events

in eastern Europe on global supply chains , ereontinteto-and we may cxperience ;shortages or delays of critical materials or
increased logistics costs to obtain necessary materials in a timely manner to-meet-in the future.The COVID- 19 pandemic, the
other nieeds-macroeconomic factors exacerbated by the COVID- 19 pandemic,lingering effects from the COVID- 19
pandemic,and other factors,have in the past resulted in,and may in future result in additional shortages of key
semiconductors ourinereasing-demand-. From time to time,we have been forced to delay the introduction of certain of our
products or the fulfillment of customer orders as a result of shortages of materials and key components,which can adversely
impact our revenue.If shortages,supply or demand imbalances or delays arise,the prices of these materials and key components
may increase or the materials and key components may not be available at all.In the event of shortages,some of our larger
competitors may have greater abilities to obtain materials and key components due to their larger purchasing power.We may not
be able to secure enough key components or materials at reasonable prices or of acceptable quality to build new products to meet
customer demand ertimelyresetve-warranty-elaims-, which could adversely affect our business,results of operations and
financial condition.In addition,from time to time,we have accepted customer orders with various types of component pricing
protection.Such arrangements have increased our exposure to component pricing fluctuations and have adversely affected our
financial results in certain quarters. SMEH2024FermH0-K41+9-1f we were to lose any of our current supply or contract
manufacturing relationships,the process of identifying and qualifying a new supplier or contract manufacturer who meets our
quality and delivery requirements,and who will appropriately safeguard our intellectual property,may require a significant
investment of time and resources {if-an-alternative-suppheris-avatable-atallh- adversely affecting our ability to satisfy customer
purchase orders and-warranty-elaims-and delaying our ability to rapidly introduce new products to market.Similarly,if any of our
suppliers were to cancel,materially change contracts or commitments to us or fail to meet the quality or delivery requirements
needed to satisfy customer demand for our product@ Whether due to %hortage@ or other reasons,our reputatlon and relatlon@hlp%
with customers could be damaged. In-add : us ay-ha ; ;

unable to develop or iell some products cost- effectlvely orona tlmely ba§1§ if at all and have significantly deereaqed
revenues,margins and earnings,which would have a material adverse effect on our business,results of operations and
financial condition.SMCI | 2023 Form 10- K | 15 . Many companies have experienced challenges with their ERP systems that
have had a negative effect on their business. We have incurred and expect to continue to incur additional expenses related to our
ERP systems, particularly as we continue to further enhance and develop them , including by automating certain internal
controls and updating systems which are approaching the end of their service life or may no longer be supported . Any
future disruptions, delays or deficiencies relating to automating internal controls utilizing our ERP systems e, integrating
processes that occur in other IT applications , or updating systems could adversely affect our ability to file reports with the SEC
in a timely manner, deliver accurate financial statements and otherwise impact our controls environment. Any of these
consequences could have an adverse effect on our business, results of operations and financial condition. and financial position
of both (i) our pause in sales to Russia,Belarus and the restricted areas in Ukraine and the current or future sanctions and (ii)
tensions in the Taiwan strait,our pause in sales and these sanctions and continuing rising tensions could have adverse impacts on
us in future periods,although they have not been material to date.For example,with respect to Russia,Belarus and the restricted
areas in Ukraine,we did not,prior to the imposition of restrictions,make a material portion of our sales or acquire a material
portion of our parts or components directly from impacted regions;however,our suppliers and their suppliers may acquire raw
materials for parts or components from the impacted regions.Supply disruptions may make it harder for them to find favorable
pricing and reliable sources for materials they need,which may put further upward pressure on their costs and increasing the
risks that our costs may increase and that it may be more difficult,or we may be unable,to acquire materials needed —Malicious
computer programmers ane-, malicious insiders, criminals, hackers and sophisticated organizations (including nation
states) may be able to penetrate our network and misappropriate or compromise our confidential information or that of third
parties, create system disruptions or cause shutdowns that could have a material adverse effect on our business, operations,
or products . Such Cemputer-computer programmers ane-, hackers , and organizations also may be able to develop and
deploy ransomware, network intrusions, exploitation of zero- day vulnerabilities, distributed denial of service, man- in-
the- middle, phishing, vishing, domain name system spoofing, password spraying, viruses, worms and other malicious
software programs that attack our products or otherwise exploit any security vulnerabilities of our products that could likewise
have a material adverse effect on our business. There have been increases in the frequency and sophistication of such
attacks, and we expect that these activities will continue. We may also face cybersecurity threats due to error or
intentional misconduct by employees, contractors or other third- party service providers. Certain aspects of effective
cybersecurity are dependent upon our employees, contractors and / or other third- party service providers safeguarding
our sensitive information and adhering to our security policies and access control mechanisms . While we employ a
number of protective measures, including firewalls, anti- virus and endpoint detection and response technologies, regular annual
training of employees with respect to eyber-cybersecurity, and testing employee competence with anti - seeurity-phishing
policies followed up by additional remedial training as needed , these measures may fail to prevent or detect significant
attacks on our systems . Additionally, the costs associated with cybersecurity tools and infrastructure and fierce
competition for scarce cybersecurity and IT talent have at times limited, and may in the future limit, our ability to



efficiently identify, eliminate, or remediate cyber or other security vulnerabilities or problems or enact changes to
minimize the attack surface of our network . While there have been unauthorized intrusions into our network in the past, none
of these intrusions, individually or in the aggregate, had a material adverse effect on our business, operations, or products. We
have taken steps to enhance the security of our network and computer systems and we provide regular updates to our Board at
our quarterly meetings with respect to eyber—seeurity-cybersecurity matters. Despite these efforts, we may experience future
intrusions, which could materially and adversely affect our business, operations, or products. In addition, our hardware and
software or third- party components and software that we utilize in our products may contain defects in design or manufacture,
including “ bugs ” and other problems that could unexpectedly interfere with the operation or security of the products , which
could have a material adverse effect on our business, operations, or products . The costs to us to eliminate or mitigate cyber
or other security problems, bugs, viruses, worms, malicious software programs and security vulnerabilities could be significant
and, if our efforts to address these problems are not successful, could result in material interruptions, delays, cessation of
service and loss of existing or potential customers that may impede our sales, manufacturing, distribution or other critical
functions. Any claim that our products or systems are subject to a-eyber—seeurity-cybersecurity risk, whether valid or not,
could damage our reputation and materially and adversely impact our revenues and results of operations. SMEH2623Feorm
+6-K+1+6-We manage and store various proprietary information and sensitive or confidential data relating to our business as
well as information from our suppliers and customers. Breaches of our or any of our third party suppliers’ security measures or
the accidental loss, inadvertent disclosure or unapproved dissemination of proprietary information or sensitive or confidential
data about us or our customers or suppliers, including the potential loss or disclosure of such information or data as a result of
fraud, trickery or other forms of deception, could expose us or our customers or suppliers to a material risk of loss or misuse of
this information, result in litigation and potential material liability for us, materially damage our brand and reputation or
otherwise materially harm our business. To the extent we experience cyber- security incidents in the future, our relationships
with our customers and suppliers may be materially impacted, our brand and reputation may be materially harmed and we
could incur substantial costs in responding to and remediating the incidents and in resolving any investigations or disputes that
may arise with respect to them, any of which would cause our business, operations, or products to be materially and adversely
affected. In addition, the cost and operational consequences of implementing and adding further data protection measures could
be significant . SMCI | 2024 Form 10- K | 22 Any failure to adequately expand or retain our sales force will impede our
growth . We expect that our direct sales force will continue to grow as larger customers increasingly require a direct sales
approach. Competition for direct sales personnel with the advanced sales skills and technical knowledge we need is intense, and
we face significant competition for direct sales personnel from our competitors. Our ability to grow our revenue in the future
will depend, in large part, on our success in recruiting, training, retaining and successfully managing sufficient qualified direct
sales personnel. New hires require significant training and may take six months or longer before they reach full productivity.
Our recent hires and planned hires may not become as productive as we would like, we may be unable to hire enough suffieient
nambers-of-qualified individuals in the future in the markets where we do business, and individuals we hire may not perform
pursuant to our expectations in the event of inadequate supervision. If we are unable to hire, develop and retain enough
suffretentaumbers-efproductive sales personnel, our customer relationships and resulting sales of our server solutions will
suffer. Conflicts of interest may arise with Ablecom and Compuware, and they may adversely affect our operations. We
use Ablecom, a related party, for contract design and manufacturing coordination support and warehousing, and Compuware,
also a related party and an affiliate of Ablecom, for distribution, contract manufacturing and warehousing. We work with
Ablecom to optimize modular designs for our chassis and certain efother components. We outsource to Compuware a portion of
our design activities and a significant part of our manufacturing of subassemblies, particularly power supplies. Our purchases of
products from Ablecom and Compuware represented 4. 3 %, 6. 6 % -and 8. 3 %-and-7F-8-% of our cost of sales for fiscal years
2024, 2023 ;and 2022 and-2021-, respectively. Ablecom and Compuware’ s sales to us constitute a substantial majority of
Ablecom’ s and Compuware s net sales Ablecom and Compuware are both prlvately held Taiwan- based companies. In
addition, we have entered have-appointed Compuware as a
nonexclusive authorized distributor of our products in Talwan Chlna and Austraha Each of Ablecom and Compuware are also
developing campuses in close proximity to the campus we are developing in Malaysia to expand our manufacturing. Steve
Liang, Ablecom’ s Chief Executive Officer and largest shareholder, is the brother of Charles Liang, our President, Chief
Executive Officer and Chairman of our Board of Directors (the “ Board ). Steve Liang owned no shares of our common stock
as of June 30, 2024, 2023 ;-or 2022 er2824. Charles Liang and his spouse, Sara Liu, our Co- Founder, Senior Vice President
and Director, jointly owned approximately 10. 5 % of Ablecom’ s capital stock, while Mr. Steve Liang and ether-his family
members owned approximately 28-35 . 8-0 % of Ablecom’ s outstanding common stock as of June 30, 2623-2024 . Bill Liang, a
brother of both Charles Liang and Steve Liang, is a member of the Board of Directors of Ablecom as well . In addition, a
sibling of Yih- Shyan (Wally) Liaw, who is our Senior Vice President, Business Development and a director on our
Board, owns approximately 11. 7 % of Ablecom’ s capital stock and 8. 7 % of Compuware’ s capital stock . In October
2018, our Chief Executive Officer, Charles Liang, personally borrowed approximately $ 12. 9 million from Chien- Tsun Chang,
the spouse of Steve Liang. The loan is unsecured, has no maturity date and bore interest at 0. 8 % per month for the first six
months, increased to 0. 85 % per month through February 28, 2020, and reduced to 0. 25 % effective March 1, 2020. The loan
was originally made at Mr. Liang' s request to provide funds to repay margin loans to two financial institutions, which loans had
been secured by shares of our common stock that he held. The lenders called the loans in October 2018, following the
suspension of our common stock from trading on NASDAQ in August 2018 and the decline in the market price of our common
stock in October 2018. As of June 30, 2623-2024 , the amount due on the unsecured loan (including principal and accrued
interest) was approximately $ 16. 8-4 million. SMEH2023Ferm+0-K437-Bill Liang is also the Chief Executive Officer of
Compuware, Chairman a-member-of Compuware’ s Board of Directors and a holder of a-stgaifteantequity interest in




Compuware. Steve Liang is also a member of Compuware’ s Board of Directors and is an equity holder of Compuware. Mr.
Charles Liang is our Chief Executive Officer and Chairman of the Board, is a significant stockholder of our company, and has
considerable influence over the management of our business relationships. Accordingly, we may be disadvantaged by the
economic interests of Mr. Charles Liang and his spouse, Ms. Sara Liu, as stockholders of Ablecom and Mr. Charles Liang' s
personal relationship with Ablecom’ s Chief Executive Officer and Compuware' s Chief Executive Officer. We may not
negotiate or enforce contractual terms as aggressively with Ablecom or Compuware as we might with an unrelated party, and
the commercial terms of our agreements may be less favorable than we might obtain in negotiations with third parties. If our
business dealings with Ablecom or Compuware are not as favorable to us as arms- length transactions, our results of operations
may be harmed. SMCCI | 2024 Form 10- K | 23 If Ablecom or Compuware are acquired or sold, new ownership could reassess
the business and strategy of Ablecom or Compuware, and as a result, our supply chain could be disrupted or the terms and
conditions of our agreements with Ablecom or Compuware may change. As a result, our operations could be negatively
impacted or costs could increase, either of which could adversely affect our margins and the results of operations . Qur reliance
on Ablecom could be subject to risks associated with our reliance on a limited source of contract manufacturing services
and inventory warehousing . We plan to continue to maintain our manufacturing relationship with Ablecom in Asia. In order to
provide a larger volume of contract manufacturing services for us, we anticipate that Ablecom will continue to warchouse for us
an increasing number of components and subassemblies manufactured by multiple suppliers prior to shipment to our facilities in
the United States and Europe. We also anticipate that we will continue to lease office space from Ablecom in Taiwan to support
our research and development efforts. We operate a joint management company with Ablecom to manage the common areas
shared by us and Ablecom for our separately constructed manufacturing facilities in Taiwan. If our commercial relationship with
Ablecom deteriorates, we may experience delays in our ability to fulfill customer orders. Similarly, if Ablecom’ s facility in
Asia is subject to damage, destruction or other disruptions, our inventory may be damaged or destroyed, and we may be unable
to find adequate alternative providers of contract manufacturing services in the time that we or our customers require. We could
lose orders and be unable to develop or sell some products cost- effectively or on a timely basis, if at all. Currently, we purchase
contract manufacturing services primarily for our chassis products from Ablecom. If our commercial relationship with Ablecom
were to deteriorate or terminate, establishing direct relationships with those entities supplying Ablecom with key materials for
our products or identifying and negotiating agreements with alternative providers of warechouse and contract manufacturing
services might take a considerable amount of time and require a significant investment of resources. Pursuant to our agreements
with Ablecom and subject to certain exceptions, Ablecom has the exclusive right to be our supplier of the specific products
developed under such agreements. As a result, if we are unable to obtain such products from Ablecom on terms acceptable to us,
we may need to discontinue a product or develop substitute products, identify a new supplier, change our design and acquire
new tooling, all of which could result in delays in our product availability and increased costs. If we need to use other suppliers,
we may not be able to establish business arrangements that are, individually or in the aggregate, as favorable as the terms and
conditions we have established with Ablecom. If any of these things should occur, our net sales, margins and earnings could

significantly decrease, which would have a material adverse effect on our business, results of operations and financial condition.
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assoetate-our-eompany-with-these-partners—If we lose Charles Liang, our President, Chief Executive Officer and Chairman, or
any other key employee or are unable to attract additional key employees, we may not be able to implement our business
strategy in a timely manner. Our future success depends in large part upon the continued service of our current executive
management team and other key employees. Inparttewtar;-Charles Liang, our President, Chief Executive Officer and Chairman
of the Board, is critical to the overall management of our company as well as to our strategic direction. Mr. Liang co- founded
our company and has been our Chief Executive Officer since our inception. His experience in leading our business and his
personal involvement in key relationships with suppliers, customers and strategic partners are extremely valuable to our
company. We currently do not have a succession plan for the replacement of Mr. Liang if it were to become necessary.
Additionally, we are particularly dependent on the continued service of our existing research and development personnel
because of the complexity of our products and technologies. ©ur-While the vesting of certain long- term performance- based
option awards granted to Mr. Liang are tied to Mr. Liang remaining as our CEO (or such other position as the Board
may agree), our employment arrangements with our executives and employees do not require them to provide services to us for



any specific length of time, and they can terminate their employment with us at any time, with or without notice, without
penalty. The loss of services of any of these executives or of one or more other key members of our team could seriously harm
our business. SMCI | 2024 Form 10- K | 24 Our direct sales efforts may create confusion for our end customers and harm
our relationships in our indirect sales channel and with our OEMs. We expect our direct sales force to continue to grow as
our business grows. As our direct sales force becomes larger, our direct sales efforts may lead to conflicts in our indirect sales
channel and with our OEMs, who may view our direct sales efforts as undermining their efforts to sell our products. If an
indirect sales channel partner or OEM deems our direct sales efforts to be inappropriate, they may not effectively market our
products, may emphasize alternative products from competitors, or may seek to terminate our business relationship. Disruptions
in our indirect channels could cause our revenues to decrease or fail to grow as expected. Our failure to implement an effective
direct sales strategy that maintains and expands our relationships in our indirect sales channel and with our OEMs could lead to
a decline in sales, harm relationships and adversely affect our business, results of operations and financial condition. SM&H
2623-Ferm—16-If negative publicity arises with respect to us, our employees, our third - K+1+9-party service providers or
our partners, our business and operating results could be adversely affected, regardless of whether the negative publicity
is true. Negative publicity about our company or our products, even if inaccurate or untrue, could adversely affect our
reputation and confidence in our products, which could harm our business and operating results. For example, on
August 27, 2024, a news article was published by a short seller alleging evidence of accounting manipulation, sibling self-
dealing and sanctions evasion (the “ Report ). We indicated that such Report contained false or inaccurate statements
about us, including misleading presentations of information we previously shared publicly. However, despite these
statements related to the allegations in the Report, and the announcement of the results of Special Committee
investigation, the publication of the Report and the circumstances discussed in the Explanatory Note in this Annual
Report contributed to a substantial negative impact on the trading price of our common stock and our reputation, and
may continue to have a negative impact in the future. Harm to our reputation can also arise from many other sources,
including employee misconduct, which we have experienced in the past, and misconduct by our partners, consultants
and outsourced service providers. Additionally, negative publicity with respect to our partners or service providers
could also affect our business and operating results to the extent that we rely on these partners or if our customers or
prospective customers associate our company with these partners. If we are unable to attract and integrate additional
key employees in a manner that enables us to scale our business and operations effectively, or if we do not maintain
competitive compensation policies to retain our employees, our ability to operate effectively and efficiently could be
limited. To execute our growth plan, we must attract additional highly qualified personnel, including a Chief Financial
Officer, a Chief Compliance Officer, a General Counsel and additional in- house attorneys, additional engineers and
executive staff. Competition for qualified personnel is intense, especially in Silicon Valley, where we are headquartered. We
have experienced and may continue to experience difficulty in hiring and retaining highly skilled employees with appropriate
qualifications. If we are unable to attract and integrate additional key employees in a manner that enables us to scale our
business and operations effectively, or if we do not maintain competitive compensation policies to retain our employees, our
ability to operate effectively and efficiently could be lnnlted Since 1nceptlon we have conducted a...... to successfully manage
our employee headcount. We must work closely w1th atta ; v

hifes—peffefm—peeﬂy,—efour suppliers
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industry standards, new product introductions ; and evolving methods of operations....... , operating results, and financial

condition . We rely on our close working relationships with our suppliers, including Intel, AMD and NVIDIA, to anticipate and
deliver new products on a timely basis when new generation materials and key components are made available. If we are not
able to maintain our relationships with our suppliers or continue to leverage their research and development capabilities to
develop new technologies desired by our customers, our ability to quickly offer advanced technology and product innovations to
our customers would be impaired. We have no long- term dgeements that obllgate our suppllers to continue to work with us or
to supply us with products. SMCI | 2623-2024 Form 10- K | ha
inception,we have conducted the-a majority of our manufacturing operations in San Jose,California. We continue to increase our
manufacturing capacity in Taiwan and in the Netherlands and have sought to accelerate manufacturing in Taiwan in order to
better diversify our geographical manufacturing concentration.In order to continue to successfully increase our operations in
Taiwan,we must efficiently manage our Taiwan operations from our headquarters in San Jose,California and continue to
develop a strong local management team.We are also pursuing an expansion of our manufacturing operations into Malaysia. ¥
During the second quarter of fiscal year 2023,we entered into a letter of understanding to acquire land in Malaysia.A
definitive agreement to acquire such land,subject to various conditions,was subsequently executed in January 2023.We
are obtaining early access to such land prior to acquisition,and we anticipate significant capital expenditures will be
required for such initiative.To the extent we are unable to recoup expenditures made during our period of early access to
such land and we are subsequently unable to complete the acquisition of the land,we could be materially and adversely
affected.Furthermore,if we are unable to successfully ramp up our international manufacturing capacity in Taiwan,the
Netherlands,Malaysia,or any other jurisdictions we pursue,including the associated construction,increased logistics and
warehousing,we may incur unanticipated costs,difficulties in making tnnely dellvery of products or suffer other busmess
disruptions which could adversely impact our results of operations W y b A
growth-and-expanston-. We expect to continue to make investments to pursue new customers, expand our product and service
offerings to grow our business,and pursue new business markets and opportunities.We also expect that our annual operating
expenses will continue to increase as we invest in sales and marketing,research and development,manufacturing and production




infrastructure,software and product service offerings,strengthen customer service and support resources for our customers,and
pursue new business markets and opportunities.Our failure to expand operational and financial or internal control systems
timely or efficiently could result in additional operating inefficiencies,which could increase our costs and expenses more than
we had planned and prevent us from successfully executing our business plan. We may not be able to offset the costs of
operation expansion by leveraging the economies of scale from our growth in negotiations with our suppliers and contract
manufacturers.Additionally,if we increase our operating expenses in anticipation of the growth of our business and this growth
does not meet our expectations,our financial results will be negatively impacted.There are also no assurances that investments
we make to pursue new business markets and opportunities (such as ecommerce in B2B and B2C markets and data center
offerings) will be successful or profitable,given the investment costs necessary to pursue these markets and opportunities,which
includes investments in technology,people,time,and other overhead costs.As our business continues to grow-grows ,we will have
to manage additional product design projects,materials procurement processes and sales efforts and marketing for an increasing
number of SKUs,provide and update an increasing amount of software utilized in our hardware offerings,provide more
sophisticated product service offerings to support our customers,expand the number and scope of our relationships with
suppliers,distributors and end customers,and (for new business markets and opportunities we pursue) manage different and
increasingly complex regulatory landscapes they are subject to.If we fail to manage these additional responsibilities and
relationships successfully,we may incur significant costs,which may negatively impact our operating results. Additionally,in our
efforts to be first to market with new products with innovative functionality and features,we may devote significant research and
development resources to products and product features for which a market does not develop quickly,or at all.If we are not able
to predict market trends accurately,we may not benefit from such research and development activities,and our results of
operations may suffer. SMICI | 2023 Form 10- K | 20 Managrng our busrness for long term growth also requires us to
successfully manage our employee headcount. ¥ d ;

sheﬁ—tefm—l—ﬁwe—f&ﬂ—te—sueeessftﬂ-ly—marmge—We need our materlal and key component supphers such as Intel, AMD and

NVIDIA, to provide us with components that are innovative, reliable and attractive to our customers. Due to the pace of
innovation in our industry, many of our customers may delay or reduce purchase decisions until they believe that they are
receiving best of breed products that will not be rendered obsolete by an impending technological development. Accordingly,
demand for new server and storage systems that incorporate new products and features is significantly impacted by our
suppliers’ new product introduction schedules and the functionality, performance and reliability of those new products. If our
materials and key component suppliers fail to deliver new and improved materials and components for our products, we may not
be able to satisfy customer demand for our products in a timely manner, or at all. If our suppliers’ components do not function
properly, we may incur additional costs and our relationships with our customers may be adversely affected. €ertaint

eomponents-used--the-manufaetare-of Our failure to deliver high quality server and storage solutions could damage our
reputation and diminish demand for our products are-avatlable-from-atimited-numberofsuapphers-. Shortages could occur in

these essential materials...... 2023 Form 10- K | 24 Our server and storage solutions are critical to our customers’ business
operations. Our customers require our server and storage solutions to perform at a high level, contain valuable features and be
extremely reliable. The design of our server and storage solutions is sophisticated and complex, and the process for
manufacturing, assembling and testing our server solutions is challenging. Occasionally, our design or manufacturing processes
may fail to deliver products of the quality that our customers require. For example, in the past certain vendors have provided us
with defective components that failed under certain applications. As a result, our products needed to be repaired , and we
incurred costs in connection with the recall and diverted resources from other projects. New flaws or limitations in our server
and storage solutions may be detected in the future. Part of our strategy is to bring new products to market quickly, and first-
generation products may have a higher likelihood of containing undetected flaws. If our customers discover defects or other
performance problems with our products, our customers’ busiresses—- business , and our reputation, may be damaged.
Customers may elect to delay or withhold payment for defective or underperforming server and storage solutions, request
remedial action, terminate contracts for untimely delivery, or elect not to order additional products, which could result in a
decrease in revenue, an increase in our provision for doubtful accounts or in collection cycles for accounts receivable or subject
us to the expense and risk of litigation. We may incur expense in recalling, refurbishing or repairing defective server and storage
solutions sold to our customers or remaining in our inventory. If we do not properly address customer concerns about our
products, our reputation and relationships with our customers may be harmed. For all of these reasons, customer dissatisfaction
with the quality of our products could substantially impair our ability to grow our business. be-materialty-and-adversely
impaeted—Our workforce may use Al tools on an unauthorized basis which poses additional risks relating to the protectlon of
data,including the potential exposure of our proprietary confidential information to unauthorized recipients and the misuse of our
or third- party intellectual property.Use of Al technology by our workforce may result in allegations or claims against us related
to violation of third- party intellectual property rights,unauthorized access to or use of proprietary information and failure to
comply with open —source software requirements.Al technology may also produce inaccurate responses that could lead to errors
in our decision- making,solution development or other business activities,which could have a negative impact on our
business,operating results and financial condition.Our ability to mitigate these risks will depend on our continued effective
training,monitoring and enforcement of appropriate policies and procedures governing the use of Al technology,and compliance
by our workforce Many governments,regulators,mvestors,employees,customers Ourresults-of operations-may-be-subjeetto
v and other investments-we-make-stakeholders are increasingly
focused on envnronmental,soclal and governance considerations relating to businesses,including We have a 30 % minority




interest in a China corporate venture that was established to market and sell corporate venture branded systems in China based
upon products and technology we supply. We record earnings and losses from the corporate venture using the equity method of
accounting. Our loss exposure is limited to the remainder of our equity investment in the corporate venture which as of June 30,
2024 and 2023 and20622-was $ 4. 6 million and $ 2. 0 mithen-and-$5—3-million, respectively. We currently do not intend to
make any additional investment in this corporate venture. See Partd5Ftent8;-Note 9-10 , ““ Related Party Transactions ” te-in the
Notes to the eonselidated-Consolidated finanetal-Financial statements-Statements in thlS Annual Report —We-may-make
investmentstrother-eoerporate-ventares-. We do not control this corporate venture and any fluctuation in the results of operations
of the corporate venture or any other similar transaction that we may enter into in the future could adversely impact, or result in
fluctuations in, our results of operations. In June 2020, the third- party parent company that controls our corporate venture was
placed on a U. S. government export control list, along with several related entities. In addition, the United States has further
prohibitions on conducting business with certain entities in China and-, continued to impose additional tariffs , and has placed
export control restrictions on products which contain high- end GPUs . If economic conditions or trade disputes, including
trade restrictions and tariffs such as those between the United States and China, in the areas in which we market and sell our
products and other key potential markets for our products continue to remain uncertain or deteriorate, or if additional export
control restrictions are placed on additional products, it may further affect the value of our investment in the corporate
venture We-we are subject to U.S.and other applicable trade control regulations that restrict with whom we may transact
busmess 1nclud1ng the trade sanctions enforced by the U S. Treasury,Ofﬁce of Foreign Assets Control and-the-exporteontrols

y 1f we fail to comply with laws and regulations
restrlctlng deahngs w1th sanctloned countries or companies and / or persons on restricted lists,we may be subject to civil or
criminal penalties.Any future violations could have an adverse impact on our ability to sell our products to United States
federal,state and local government and related entities. We have business relationships with companies in China and elsewhere in
eastern Europe who have been,or may in the future be,added to a-the restricted party list. We take steps to minimize business
disruption when these situations arise;however,we may be required to terminate or modify such relationships if our activities are
prohibited by U.S. er-ether-apptieable-laws.Further,our association with these parties could subject us to greater scrutiny or
reputational harm among current or prospective customers,partners,suppliers,investors,other parties doing business with us or
using our products ;gevernmentenforeement-ageneies- or the general public. The United States and other countries continually
update their lists of export- controlled items and technologies,and may impose new or more- restrictive export requirements on
our products in the future.As a result of regulatory changes,we may be required to obtain licenses or other authorizations to
continue supporting existing customers or to supply existing products to new customers in China,eastern Europe and
elsewhere.Further escalations in trade restrictions or hostilities,particularly between the United States and China,could impede
our ability to sell or support our products. Adtheugh-we-historteallysold-We do not sell products inte-or provide services to the
Russian Federal Security Service (the “ FSB ”).We had last recorded revenue from Russia before-broad-sanettons-on
February 23,2022.In addition, . Because our products and services may store, process and use data, some of which contains
personal information, we are subject to complex and evolving domestic and international laws and regulations regarding
privacy, data protection and other matters, which are subject to change. Because our products and services store, process and use
data, some of which contains personal information, we are subject to complex and evolving domestic and international laws and
regulations regarding privacy, data protection, rights of publicity, content, protection of minors and consumer protection. Many
of these laws and regulations, which can be particularly restrictive outside of the U. S., are subject to change and uncertain
interpretation. Even our inadvertent failure to comply with such laws and regulations could result in investigations, claims,
damages to our reputation, changes to our business practices, increased cost of operations and declines in user growth, retention
or engagement, any of which could materially adversely affect our business, results of operations and financial condition. Costs
to comply with and implement these privacy- related and data protection measures could be significant. SMCI | 2623-2024 Form
10- K | 25-33 Global privacy legislation, enforcement, and policy activity for privacy and data protection are rapidly expanding
and creating a complex regulatory compliance environment. Costs to comply with and implement these privacy- related and data
protection measures could be significant. For example, the EU General Data Protection Regulation 2016 / 679 (“ GDPR ), and
further amendments and interpretations thereof, impose stringent EU data protection requirements on companies established in
the European Union or companies that offer goods or services to, or monitor the behavior of, individuals in the European Union.
The GDPR establishes a robust framework of data subjects’ rights and imposes onerous accountability obligations on
companies, including certain data transfer and security mechanisms. Noncompliance with the GDPR can trigger steep fines of
up to the greater of 20 million euros or four percent of annual global revenue. Jurisdictions outside of the European Union are
also considering and / or enacting comprehensive data protection legislation. For example, on July 8, 2019, Brazil enacted the
General Data Protection Law, or the LGPD, and on June 5, 2020, Japan passed amendments to its Act on the Protection of
Personal Information, or the APPI. Both laws broadly regulate the processing of personal information in a manner comparable to
the GDPR, and violators of the LGPD and APPI face substantial penalties. We also continue to see jurisdictions, such as Russia,
imposing data localization laws, which under Russian laws require personal information of Russian citizens to be, among other
data processing operations, initially collected, stored, and modified in Russia. Similarly, on November 1, 2021, China’ s
Personal Information Protection law came into effect, which places restrictions on the transfer of personal information to third
parties within China or overseas. These regulations may deter customers from using services such as ours ;-and may inhibit our
ability to expand into those markets or prohibit us from continuing to offer services in those markets without significant
financial burden. In addition, numerous states in the U. S. are also expanding data protection through legislation. For example,
California’ s Consumer Privacy Act (“ CCPA ”) gives California residents expanded privacy rights and protections and provides
for civil penalties for violations and a private right of action for data breaches. Further, California voters approved the ballot
initiative known as the California Privacy Rights Act of 2020 (* CPRA ”), enforcement of which began on July 1, 2023. The




CPRA significantly expands privacy rights for California consumers and creates additional obligations on businesses, which
could subject us to additional compliance costs as well as potential fines, individual claims and commercial liabilities. The
CPRA also establishes the California Privacy Protection Agency, which has the power to implement and enforce the CCPA and
CPRA through administrative actions, including administrative fines. The effects of the CCPA and the CPRA are potentially
significant and may require us to modify our data collection or processing practices and policies and to incur substantial costs
and expenses trareffort-to comply and increase our potential exposure to regulatory enforcement and / or litigation. Other U. S.
states have also enacted data privacy laws that began to take effect in 2023 and impose similar privacy obligations to the CCPA
and CPRA. We anticipate that more states may enact legislation similar to these laws, by providing consumers with new privacy
rights and increasing the privacy and security obligations of entities handling certain personal information of such consumers.
The CCPA continues to prompt a number of proposals for new federal and state- level privacy legislation. Such proposed
legislation, if enacted, may add additional complexity, variation in requirements, restrictions and potential legal risk, require
additional investment of resources in compliance programs, impact strategies and the availability of previously useful data and
could result in increased compliance costs and / or changes in business practices and policies. We have developed and
implemented policies and procedures to address applicable data privacy and protection law requirements. However, because the
interpretation and application of many privacy and data protection laws, commercial frameworks, and standards are uncertain, it
is possible that these laws, frameworks, and standards may be interpreted and applied in a manner that is inconsistent with our
existing data protection practices. If so, we and our customers are at risk of enforcement actions taken by data protection
authorities or litigation from consumer advocacy groups acting on behalf of data subjects. In addition to the possibility of fines,
lawsuits, breach of contract claims, and other claims and penalties, we could be required to fundamentally change our business
activities and practices or modify our solutions, which could materially adversely affect our business, results of operations and
financial condition. Furthermore, applicable data privacy and security obligations may require us to notify relevant
stakeholders, including affected individuals, customers, regulators and investors, of security incidents, and mandatory
disclosure of such incidents could lead to negative publicity. SMCI | 2623-2024 Form 10- K | 26-34 Any failure to protect
our intellectual property rights,trade secrets and technical know- how could impair our brand and our competitiveness.Our
ability to prevent competitors from gaining access to our technology is essential to our success.If we fail to protect our
intellectual property rights adequately,we may lose an important advantage in the markets in which we

compete. Trademark,patent,copyright and trade secret laws in the United States and other jurisdictions as well as our internal
confidentiality procedures and contractual provisions are the core of our efforts to protect our proprietary technology and our
brand.Our patents and other intellectual property rights may be challenged by others or invalidated through administrative
process or litigation,and we may initiate claims or litigation against third parties for infringement of our proprietary rights.Such
administrative proceedings and litigation are inherently uncertain and divert resources that could be put towards other business
priorities. We may not be able to obtain a favorable outcome and may spend considerable resources in our efforts to defend and
protect our intellectual property. SMEH-2023Feorm10-K+428-Furthermore,legal standards relating to the validity,enforceability
and scope of protection of intellectual property rights are uncertain.Effective patent,trademark,copyright and trade secret
protection may not be available to us in every country in which our products are available.The laws of some foreign countries
may not be as protective of intellectual property rights as those in the United States,and mechanisms for enforcement of
intellectual property rights may be inadequate.Accordingly,despite our efforts,we may be unable to prevent third parties from
infringing upon or misappropriating our intellectual property and using our technology for their competitive advantage.Any such
infringement or misappropriation could have a material adverse effect on our business,results of operations and financial
condition. Our operations could involve the use of regulated materials, and we must comply with environmental, health and
safety laws and regulations, which can be expensive, and may affect our business, results of operations and financial condition.
We are subject to federal, state and local regulations relating to the use, handling, storage, disposal and human exposure to
materials, including hazardous and toxic materials. If we were to violate or become liable under environmental, health and
safety laws in the future as a result of our inability to obtain permits, human error, accident, equipment failure or other causes,
we could be subject to fines, costs or civil or criminal sanctions, face third- party property damage or personal injury claims or
be required to incur substantial investigation or remediation costs, any of which could have a material adverse effect on business,
results of operations and financial condition. We also face increasing complexity in our product design as we adjust to new
requirements relating to the materials composition, energy efficiency and recyclability of our products, including EU eco-
design requirements for servers and data storage products (Commission Regulation (EU) 2019 / 424). We are also subject to
laws and regulations providing consumer warnings, such as California’ s “ Proposition 65 ” which requires warnings for certain
chemicals deemed by the State of California to be dangerous. We expect that our operations will be affected by other new
environmental laws and regulations on an ongoing basis that will likely result in additional costs and could require that we
change the design and / or manufacturing of products, and could have a material adverse effect on business, results of operations
or financial condition. We are also subject to the Section 1502 of the Dodd Frank Act concerning the supply of certain minerals
coming from the conflict zones in and around the Democratic Republic of Congo and adhere to broader industry best practices
to source minerals responsibly from all Conflict- Affected and High- Risk Areas (" CAHRA " ). These requirements and best
practlces can affect the cost and ease of sourcmg mlnerals used in the manufacture of clectronics. As-a-publie-eompany;-we-ate




Failure to comply w1th the U. S. Forelgn Corrupt Practlces Act, other applicable anti- corruption and anti- brlbery laws,
and applicable trade control laws could subject us to penalties and other adverse consequences. \We manufacture and sell
our products in several countries outside of the United States, both to direct and OEM customers as well as through our indirect
sales channel. Our operations are subject to the U. S. Foreign Corrupt Practices Act (the “ FCPA ) as well as the anti-
corruption and anti- bribery laws in the countries where we do business. The FCPA prohibits covered parties from offering,
promising, authorizing or giving anything of value, directly or indirectly, to a “ foreign government official ”* with the intent of
improperly influencing the official” s act or decision, inducing the official to act or refrain from acting in violation of lawful duty
or obtaining or retaining an improper business advantage. The FCPA also requires publicly traded companies to maintain
records that accurately and fairly represent their transactions, and to have an adequate system of internal accounting controls. In
addition, other applicable anti- corruption laws prohibit bribery of domestic government officials, and some laws that may apply
to our operations prohibit commercial bribery, including giving or receiving improper payments to or from non- government
parties, as well as so- called * facilitation ” payments. In addition, we are subject to U. S...... 23, 2022. In addition, while we
have implemented policies, internal controls and other measures rea%ombly deswned to promote comphance Wlth apphcable
anti- corruption and anti- bribery laws and regulations, 4 A A d s A
eontreHaws;-our employees or agents ha-ve—m—t-he—pas{—eﬂg&ged—aﬁd-may -rn—t-he—fu-tttre—engage in improper Conduct f01 Wthh we
could be held responsible. If we, or our employees or agents acting on our behalf, are found to have engaged in practices that
violate these laws and regulations, we could suffer severe fines and penalties, profit disgorgement, injunctions on future
conduct, securities litigation, bans on transacting government business and other consequences that may have a material adverse
effect on our business, results of operations and financial condition. In addition, our brand and reputation, our sales activities or
our stock price could be adversely affected if we become the subject of any negative publicity related to actual or potential
violations of anti- corruption, anti- bribery or trade-eentrot-other similar applicable laws and regulations . Any failure to protect
our intellectual...... attention of our technical and management resources . Provisions of our certificate of incorporation and
bylaws and Delaware law might discourage, delay or prevent a change of control of our company or changes in our management
and, as a result, depress the trading price of our common stock. Our certificate of incorporation and bylaws contain provisions
that could discourage, delay or prevent a change in control of our company or changes in our management that the stockholders
of our company may deem advantageous. These provisions: ¢ Establish a classified Board of Directors so that not all members
of our Board are generally elected at one time; * Require super- majority voting to amend some provisions in our certificate of
incorporation and bylaws; ¢ Authorize the issuance of ““ blank check ” preferred stock that our Board could issue to increase the
number of outstanding shares and to discourage a takeover attempt; ¢ Limit the ability of our stockholders to call special
meetings of stockholders; * Prohibit stockholder action by written consent, which requires all stockholder actions to be taken at
a meeting of our stockholders; ¢ Provide that our Board is expressly authorized to adopt, alter or repeal our bylaws; and ¢
Establish advance notice requirements for nominations for election to our Board or for proposing matters that can be acted upon
by stockholders at stockholder meetings. In addition, we are subject to Section 203 of the Delaware General Corporation Law,
which, subject to some exceptions, prohibits “ business combinations ” between a Delaware corporation and an “ interested
stockholder, ” which is generally defined as a stockholder who becomes a beneficial owner of 15 % or more of a Delaware
corporation’ s voting stock for a three- year period following the date that the stockholder became an interested stockholder.
Section 203 could have the effect of delaying, deferring or preventing a change in control that our stockholders might consider to
be in their best interests. These anti- takeover defenses could discourage, delay or prevent a transaction involving a change in
control of our company. These provisions could also discourage proxy contests and make it more difficult for stockholders to
elect directors of their choosing and cause us to take corporate actions other than those stockholders > desire. SMCI | 2623-2024
Form 10- K |29-36 The U. S. Government implemented an outbound investment review mechanism effective January 2,
2025, which may prevent us from taking advantage of investment opportunities outside the United States that could
otherwise be advantageous to our stockholders. On October 28, 2024, the Office of Investment Security of the U. S.
Department of the Treasury issued a final rule to implement President Biden’ s August 2023 Executive Order on
Addressing United States Investments in Certain National Security Technologies and Products in Countries of Concern
(the “ EO ”). The EO provided for the establishment of a new and targeted national security regulatory framework
directed at controlling outbound investment from the United States in certain sensitive industry sectors in China
(including Hong Kong and Macau), effective January 2, 2025. The new framework imposes notification requirements
and prohibitions on specified investments by U. S. persons in the semiconductor and microelectronics sector, quantum
information technologies, and artificial intelligence systems. Within the semiconductor and microelectronics sector,
prohibited investments will include certain covered investments in electronic design automation software; certain




fabrication and advanced packaging tools; the design, fabrication, or packaging of certain advanced integrated circuits,
and supercomputers. Notifiable investments will include any covered investments related to the design, fabrication, or
packaging of integrated circuits not otherwise covered by the prohibition. Given the breadth of the notification
requirement as applicable within the semiconductor industry, we will likely be subject to increased regulatory burden to
engage in certain investments in China. Such a mechanism could negatively impact our ability to realize value from
certain existing and future investments, including by limiting exit opportunities or causing us to favor buyers that may
avoid complex notification requirements, even in circumstances where other buyers may offer better terms or more
consideration. There can be no assurances that we will be able to maintain or proceed with investments on terms
acceptable to us. It is possible that the outbound investment reporting requirements and prohibitions could adversely
affect our business, financial condition, and operating results. Our indebtedness, liabilities, and other contractual
obligations could limit the cash flow available for our operations, expose us to risks that could adversely affect our
business, financial condition and results of operations and impair our ability to meet those obligations. As of June 30,
2024, we had approximately $ 2. 2 billion of consolidated indebtedness, including $ 1. 7 billion principal amount of the
2029 Convertible Notes. As of January 31, 2025, we had approximately $ 1. 9 billion of consolidated indebtedness,
including $ 1. 7 billion principal amount of our 2029 Convertible Notes and on February 20, 2025, we issued $ 700. 0
million aggregate principal amount of our 2028 Convertible Notes. We may also incur additional indebtedness to meet
future financing needs. Our indebtedness could have significant negative consequences for our security holders and our
business, results of operations and financial condition by, among other things: * Increasing our vulnerability to adverse
economic and industry conditions; * Limiting our ability to obtain additional financing; « Requiring the dedication of a
substantial portion of our cash flow from operations to service our indebtedness, which will reduce the amount of cash
available for other purposes * Limiting our flexibility to plan for, or react to, changes in our business; * Diluting the
interests of our existing stockholders as a result of issuing shares of our common stock upon conversion of the 2029
Convertible Notes or 2028 Convertible Notes, as applicable; and * Placing us at a possible competitive disadvantage with
competitors that are less leveraged than us or have better access to capital. SMCI | 2024 Form 10- K | 37 Our business
may not generate sufficient funds, and we may otherwise be unable to maintain sufficient cash reserves to pay amounts
due under our indebtedness, including the Convertible Notes, as well as other contractual obligations. For example, in
connection with the MCSA we entered into in June 2024, we executed a long- term data center space from a supplier and
concurrently sublicensed all of our rights and obligations related to such data center space to another party. While we
are charging an additional monthly charge to the party to whom we are sublicensing the data center space, on top of the
estimated over $ 600. 0 million financial obligation we have to the supplier for the term of the lease for the data center
space, no assurances can be given that this arrangement will be successful or profitable, particularly if the party to
whom we are sublicensing the data center space defaults on its obligations to us. If we are unsuccessful in recovering our
costs related to our lease of data center space, or if we are otherwise unable to meet our obligations under the MCSA,
our business, financial condition, and results of operations may be adversely affected. For more information about the
MCSA and the data center space lease arrangements, see Part I, Item 1. “ Business- Data Center Space Lease ” and Note
13, “ Commitments and Contingencies ” in the Notes to the Consolidated Financial Statements. Additionally, we plan to
continue making significant investments to support our business growth and may require additional funds to address
business challenges. Our future capital requirements may vary materially from those currently planned and will depend
on many factors including our growth rate and the continuing market acceptance of our products. Any future
indebtedness that we may incur may contain financial and other restrictive covenants and obligations that limit our
ability to operate our business, raise capital or make payments under our other indebtedness or contractual obligations.
Failure to comply with these covenants or obligations, or to make required payments on time, could result in a default or
material breach, potentially accelerating the repayment of that debt or resulting in the breach of contracts, which could
in turn harm our business. See also, “ Risks Related to our Delinquent SEC Reporting Obligations. ” We may be unable
to raise the funds necessary to repurchase the 2029 Convertible Notes or the 2028 Convertible Notes for cash following a
fundamental change, to repay the outstanding principal and accrued interest upon an event of default, or to pay any cash
amounts due upon conversion, and there may be other limits on our ability to repurchase the 2029 Convertible Notes or
2028 Convertible Notes or pay cash upon their conversion. Noteholders may require us to repurchase their 2029
Convertible Notes or 2028 Convertible Notes, as applicable, following a fundamental change (as defined in the respective
indenture for such notes, which includes the delisting of our common stock) at a cash repurchase price generally equal to
the principal amount of the relevant series of convertible notes to be repurchased, plus accrued and unpaid interest.
Upon an event of default (as defined in the indenture for such notes), we may be required to repay the outstanding
principal amount of the 2029 Convertible Notes or the 2028 Convertible Notes, plus accrued and unpaid interest. In
addition, upon conversion, we will satisfy part or all of our conversion obligations in cash unless we elect to settle
conversions solely in shares of our common stock (other than cash in lieu of any fractional shares). We may not have
enough available cash or be able to obtain financing at the time we are required to repurchase the 2029 Convertible
Notes or the 2028 Convertible Notes, repay the amounts owed under the relevant convertible notes in an event of default,
or pay any cash amounts due upon conversion. Our ability to pay cash upon conversion of the relevant series of
convertible notes depends in part on our future performance, which is subject to economic, financial, competitive and
other factors including, but not limited to, rising inflation, elevated interest rates, and other negative macroeconomic
factors, some of which are out of our control. Our business may not generate cash flow to service our debt. If we are
unable to generate such cash flow, we may be required to adopt one or more alternatives, such as selling assets,
restructuring debt or obtaining additional equity capital on terms that may be onerous or highly dilutive, which could



have a material adverse effect on our financial condition. In addition, applicable law, regulatory authorities and
agreements governing our other indebtedness may restrict our ability to repurchase the 2029 Convertible Notes or 2028
Convertible Notes, as applicable, or pay any cash amounts due upon conversion. Our failure to repurchase the 2029
Convertible Notes or 2028 Convertible Notes, as applicable, or pay any cash amounts due upon conversion when
required will constitute a default under the 2029 Convertible Notes Indenture or the indenture governing the 2028
Convertible Notes (the “ 2028 Convertible Notes Indenture ), as applicable. A default under the 2029 Convertible Notes
Indenture or the 2028 Convertible Notes Indenture or the fundamental change itself could also lead to a default under
agreements governing our other indebtedness, which may result in that other indebtedness becoming immediately
payable in full. We may not have sufficient funds to satisfy all amounts due under the other indebtedness and the 2029
Convertible Notes or the 2028 Convertible Notes. See also, “ Risks Related to our Delinquent SEC Reporting
Obligations. ” SMCI | 2024 Form 10- K | 38 Provisions in the 2029 Convertible Notes Indenture and the 2028 Convertible
Notes Indenture could delay or prevent an otherwise beneficial takeover of us. Certain provisions in the 2029 Convertible
Notes, the 2028 Convertible Notes, and the indentures governing such convertible notes could make a third- party
attempt to acquire us more difficult or expensive. For example, if a takeover constitutes a fundamental change, then
noteholders will have the right to require us to repurchase their convertible notes for cash. In addition, if a takeover
constitutes a make- whole fundamental change (as defined in the 2029 Convertible Notes Indenture and the 2028
Convertible Notes Indenture, as applicable), then we may be required to temporarily increase the conversion rate of the
2029 Convertible Notes or 2028 Convertible Notes, as applicable, which could increase the cash cost of acquiring us or
increase dilution to the potential acquiror. In either case, and in other cases, our obligations under the 2029 Convertible
Notes, the 2028 Convertible Notes, the 2029 Convertible Notes Indenture, and the 2028 Convertible Notes Indenture
could increase the cost of acquiring us or otherwise discourage a third party from acquiring us or removing incumbent
management, including in a transaction that noteholders or holders of our common stock may view as favorable. The
capped call transactions entered into in connection with the issuance of the 2029 Convertible Notes may affect our
common stock. In connection with the offering of the 2029 Convertible Notes, we entered into privately negotiated
capped call transactions with the capped call counterparties. The capped call transactions are expected generally to
reduce the potential dilution to our common stock upon any conversion of the 2029 Convertible Notes or offset any
potential cash payments we are required to make in excess of the principal amount of converted 2029 Convertible Notes,
as the case may be, with such reduction or offset subject to a cap. In connection with the amendment of the 2029
Convertible Notes, we entered into agreements to amend certain terms of the capped call transactions. Following such
amendment of the capped call transactions, the capped call counterparties or their respective affiliates may modify their
hedge positions by entering into or unwinding various derivatives with respect to our common stock or purchasing or
selling our common stock or other securities of ours in secondary market transactions prior to the maturity of the 2029
Convertible Notes (and are likely to do so during any observation period related to a conversion of 2029 Convertible
Notes or following any repurchase of the 2029 Convertible Notes by us to the extent we elect to unwind a corresponding
portion of the capped call transactions in connection with such repurchase). This activity could also cause or avoid an
increase or a decrease in the market price of our common stock. In addition, if any capped call counterparties or their
respective affiliates unwind their hedge positions with respect to our common stock, it could adversely affect the value of
our common stock. We do not make any representation or prediction as to the direction or magnitude of any potential
effect that the transactions described above may have on the price of our common stock. In addition, we do not make
any representation that the capped call counterparties will engage in these transactions or that these transactions, once
commenced, will not be discontinued without notice. We are subject to counterparty risk with respect to the capped call
transactions, and the capped call transactions may not operate as planned. The capped call counterparties are, or are
affiliates of, financial institutions, and we will be subject to the risk that they might default under the capped call
transactions. Our exposure to the credit risk of the capped call counterparties will not be secured by any collateral.
Global economic conditions have from time to time resulted in the actual or perceived failure or financial difficulties of
many financial institutions. If a capped call counterparty becomes subject to insolvency proceedings, we will become an
unsecured creditor in those proceedings with a claim equal to our exposure at that time under our transactions with that
capped call counterparty. Our exposure will depend on many factors, but, generally, the increase in our exposure will be
correlated with increases in the market price or the volatility of our common stock. In addition, upon a default by a
capped call counterparty, we may suffer adverse tax consequences and more dilution than we currently anticipate with
respect to our common stock. We can provide no assurances as to the financial stability or viability of any capped call
counterparty. In addition, the capped call transactions are complex, and they may not operate as planned. For example,
the terms of the capped call transactions may be subject to adjustment, modification or, in some cases, renegotiation if
certain corporate or other transactions occur, including in connection with the amendment to the 2029 Convertible
Notes, which lowered the applicable cap price to align with the amended terms of the 2029 Convertible Notes.
Accordingly, these transactions may not operate as we intend if we are required to adjust their terms as a result of
transactions in the future or upon unanticipated developments that may adversely affect the functioning of the capped
call transactions. SMCI | 2024 Form 10- K | 39 Conversion of our 2029 Convertible Notes or 2028 Convertible Notes may
dilute the ownership interest of existing stockholders or may otherwise depress the price of our common stock. Despite
the entry into the capped call transactions in connection with the 2029 Convertible Notes, the conversion of some or all of
the 2029 Convertible Notes or the conversion of some or all of the 2028 Convertible Notes, to the extent we deliver shares
upon conversion, will likely dilute the ownership interests of existing stockholders. We did not enter into equivalent
capped call transactions with respect to the 2028 Convertible Notes, so we do not have any protection against dilution or



cash payments upon conversion of the 2028 Convertible Notes above the applicable conversion price. Any sales in the
public market of the 2029 Convertible Notes or the 2028 Convertible Notes or our common stock issuable upon
conversion of the relevant convertible notes could adversely affect prevailing market prices of our common stock. In
addition, the existence of the 2029 Convertible Notes or the 2028 Convertible Notes may encourage short selling by
market participants because the conversion of the 2029 Convertible Notes or the 2028 Convertible Notes could be used to
satisfy short positions, or anticipated conversion of the 2029 Convertible Notes or the 2028 Convertible Notes into shares
of our common stock could depress the price of our common stock. Our research and development expenditures, as a
percentage of our net sales, are considerably higher than many of our competitors and our earnings will depend upon
maintaining revenues and margins that offset these expenditures. One of our key strategies is to focus on being consistently first-
to- market with flexible and application optimized server and storage systems that take advantage of our own internal
development and the latest technologies offered by microprocessor manufacturers and other component vendors. Consistent
with this strategy, we believe we spend higher amounts, as a percentage of revenues, on research and development costs than
many of our competitors. If we cannot sell our products in sufficient volume and with adequate gross margins to compensate for
such an investment in research and development, our earnings may be materially and adversely affected. Our future effective
income tax rates could be affected by changes in the relative mix of our operations and-, our relative income among different
geographic regions and by-ehanges--domestic and foreign income tax laws, which could affect our future operating results,
financial condition and cash flows. We receive significant tax benefits from sales to our non- U. S. customers. These benefits are
contingent upon existing tax laws and regulations in the U. S. and in the countries in which our international operations are
located. Future changes in domestic or international tax laws and regulations or a change in how we manage our international
Opel‘dtIOIlS could adv ersely atfect our ability to Contmue realizing these tax benefits. In recent years, numerous Many-eeountries
v B siste legislative , judicial, and other-guidanee-administrative changes have
been made to a-l-rgn—t-hetﬁmfefﬂaﬁeﬂal—tax rutes-with-the-laws applicable to us and similar companies. The Organization for
Economic C 0- opemtlon and Dev elopment (the “ OECD ”) has introduced a framework ~sBaseEroston-and-Profit-Shifting
atir-to implement a standardize-and-modernize-global minimum corporate tax
poliey-of 15 % apphcable to large multlnatlonal corporations, referred to as Pillar Two or the minimum tax directive.
Many countries . including ehanges-countries in which we operate, have enacted or are in the process of enacting laws
based on the Pillar Two proposal that will start to eress—border-become effective for our fiscal year ending June 30, 2025
(“ fiscal year 2025 ”) Whlle we do not currently expect the minimum tax directive to have transfer—prieing
v —As-a material impact on resultmany-of these-changes+f
eﬁaefed—eeu-}d—rnefease-our weﬂdw&de—eﬁecm e tax rate , our analysis is ongoing as the OECD continues to release
additional guidance and countries implement leglslatlon. To the extent additional changes take place in the countries in
which we operate, it is possible that these legislative changes and efforts may increase uncertainty and have and-- an
harmradverse impact on our effective tax rates our—- or eperating-operations results;-finanetal-eondition;and-eash-flows-. Our
future cffective tax rate eewld-may also be adversety-affected by a variety of factors, including changes in our business or
statutory rates, our mix of earnings in countries with differing statutory tax rates, available tax incentives, credits and
deductions, the expiration of statutes of limitations, changes in accounting principles, adjustments to income taxes upon
finalization of tax returns, increases in expenses not deductible for tax purposes, the estimates of our deferred tax assets
and liabilities and deferred tax asset valuation allowances, changing interpretation of existing laws and-or regulations and
interpretations-of suehtaws-and-regulations-, the whieh-in-turn-wonldnegatively-impact of accounting for business
comblnatlons, as well as changes in the domestlc our-- or earnitgs-international organization of our business and structure
; airr-. Additionalty-Furthermore . the tax effects of accounting for stock-
based compensatlon and volatlhty in our stock prlce may significantly impact our effective tax rate eetld-alse-be-in the
period in which they occur. An increase in our stock price may result in increased future tax benefits from stock- based
compensation, decrease our effective tax rate and positively affect our financial results. Conversely, a decline in our
stock price may result in reduced future tax benefits from stock- based compensation, increase our effective tax rate and
adversely affeeted--- affect i#fthereis-our financial results. SMCI | 2024 Form 10- K | 40 Backlog does not provide a
substantlal portlon of eh&nge—m—mfefﬂ&ﬁeﬂal—qaef&ﬁeﬁs—our net sales in any quarterfa*sﬁﬂiefufe—aﬂd-hew—eu%epef&ﬁeﬂs—&fe
Atrere e€o 6 itter-. While we
had greater thdn normal bad(log, durm;_, certain perlods of fiscal year %92—3—2024 h1st011edlly our net sales are difficult to
forecast because we do not have sufficient backlog of unfilled orders or sufficient recurring revenue to meet our quarterly net
sales targets at the beginning of a quarter. Rather, a majority of our net sales in any quarter depend upon customer orders that we
receive and fulfill in that quarter. Because our expense levels are based in part on our expectations as to future net sales and to a
large extent are fixed in the short term, we might be unable to adjust spending in time to compensate for any shortfall in net
sales. Accordingly, any significant shortfall of revenues in relation to our expectations would harm our operating results. Risks
Related to Owning Our Stock The tradmg prlce of our common stock has been and is likely to be volatile ;and-youmightnet
be-able-to 6 ares-ate P AW ot ares-. The trading prices of technology company
securities hlStOI‘lCdHy have been hlghly volatile. In addmon the g globdl markets have been volatile, and experienced volatility as
a result of matters such as the prior COVID- 19 pandemic, the-a global economic downturn and regional conflict reeent-events
#reasterrEurope-. The trading price of our common stock has been and is likely to continue to be subject to wide fluctuations.
Factors, in addition to those outlmed elsewhere in this filing, that may affect the trading price of our common stock include: * If
our common stock is delisted or the possibility thereof; « False or misleading press releases or articles regarding our
company or our products, including the Report and similar publications; * Actual or anticipated variations in our operating

results, including failure to achieve previously provided guidance; SMEH2623Form36-K1436- Announcements of




technological innovations, new products or product enhancements, strategic alliances or significant agreements by us or by our
competitors ; « Continued rapid evolution of the markets in which we compete, including Al ; < Changes in
recommendations by any securities analysts that elect to follow our common stock; ¢ The hmncml projections we may provide
to the publlc my chan;aes in these projections or our failure to meet these projections; * False-ormisleading-pressreleases-or
a Ot 6 +=The loss of a key customer or supplier ; * The loss of key personnel; *
Technolo;alc"ll ddvancements rendering our products less valuable; « Lawsuits filed against us; « Changes in laws or regulations
applicable to us (including export control regulations); * Increased scrutiny from stockholders, regulators, and others
regarding our corporate sustainability practices;  Changes in operating performance and stock market valuations of other
companies that sell similar products; * Price and volume fluctuations in the overall stock market; « Market conditions in our
industry, the industries of our customers and the economy as a whole; and ¢ Other events or factors, including those resulting
from war, incidents of terrorism, political instability, pandemics or responses to these events. SMICI | 2024 Form 10- K | 41
Future sales of shares by existing stockholders, including any shares that have vested or may in the future vest under
each of the 2021 CEO Performance Award and the 2023 CEO Performance Award, could cause our stock price to
decline. Attempts by existing stockholders to sell substantial amounts of our common stock #on the public market could cause
the trading price of our common stock to decline significantly. All efour shares are eligible for sale in the public market,
including shares held by directors, executive officers and other affiliates, sales of which are subject to volume limitations and
other requirements under Rule 144 under the Securities Act. In addition, shares subject to outstanding options and reserved for
future issuance under our stock option plans, including those underlying each of the 2021 CEO Performance Award and the
2023 CEO Performance Award that have vested or vest in the future, are eligible for sale in the public market to the extent
permitted by the provisions of various vesting agreements. See “ Item 11. Executive Compensation — Compensation Discussion
and Analysis (“ CD & A ) — Fiscal Year 2823-2024 CEO Compensation — Discussion and Analysis of 26242023 CEO
Performance Award. ” If these additional shares are sold, or if it is perceived that they will be sold in the public market, the
trading price of our common stock could decline. The 10, 000, 000 shares of our common stock underlying the 2021 CEO
Performance Award have fully vested and are subject to the risks discussed above. Furthermore, addittonal-tranches of the
20212023 CEO Performance Award may vest, subject to the achievement of specified annualized revenue milestones (the “
Annualized Revenue Milestones ) and a matching stock price milestone, and if such additionat-tranches do vest, they would be
subject to the risks discussed above. In connection therewith, the Company has determined that the-all five Annualized Revenue
Milestones thathave-notyet-beenrachieved-specified in the 2023 CEO Performance Award are “ probable of achievement, ”
for purposes of determining whether to recognize expense associated with the applicable tranche. Such determination is based
upon management’ s subjective judgment and is not a guarantee that it will be achieved. See Note +6-11 , " Stock- based
Compensation and Stockholders” Equity " in the Notes to Consolidated Financial Statements. The concentration of our capital
stock ownership with insiders likely limits your ability to influence corporate matters. As of Jaly-January 31, 2623-2025 ,
our executive officers, directors, current five percent or greater stockholders and affiliated entities together beneficially owned
42-38 . 3-5 % of our common stock, net of treasury stock. As a result, these stockholders, acting together, have significant
influence over all matters that require approval by our stockholders, including the election of directors and approval of
significant corporate transactions. Corporate action might be taken even if other stockholders oppose them. This concentration of
ownership might also have the effect of delaying or preventing a change of control of our company that other stockholders may
view as beneficial. We do not expect to pay any cash dividends in the foreseeable future. We do not anticipate that we will
pay any cash d1v1dends to holders of our common stock in the foreseeable future —I-n—&d-dﬂ-teﬁ—trnder—t-he—tefﬂ‘ts—ef—t-l‘t&efedﬂ

d tons-. Accordingly,
investors must rely on sales of thelr common stock dftel price appreudtlon Whlch may never occur, as the only way to realize
any future gains on their investment. Investors seeking cash dividends in the foreseeable future should not purchase our common
stock. SMEH2623Form1+6-K+3+Our products may not be viewed as supporting climate change mitigation in the IT
sector. Our ability to create energy saving products will be a part of climate change mitigation, and we believe it is one of the
keys to our business success. In addition, climate change reporting and product certification are increasingly sought by
customers and regulators. If we do not satisfy customer requirements for products that help mitigate climate change, and
document how they contribute to such change, it could have a material adverse impact on our business, operating results, and
financial conditions. SMICI | 2024 Form 10- K | 42 Expectations and evolving laws and regulations relating to
environmental, social and governance considerations expose us to potential liabilities, reputational harm and other
unforeseen adverse effects on our business. Many governments, regulators, investors, employees, customers and other
stakeholders are increasingly focused on environmental, social and governance considerations relating to businesses,
including climate change and greenhouse gas emissions, human capital and diversity, equity and inclusion. We make
statements about our environmental, social and governance goals and initiatives through information provided on our
website, press statements and other communications. Responding to these environmental, social and governance
considerations and implementation of these goals and initiatives involves risks and uncertainties and requires ongoing
investments. The success of our goals and initiatives may be impacted by factors that are outside our control. In
addition, some stakeholders may disagree with our goals and initiatives and the focus and views of stakeholders may
change and evolve over time and vary depending on the jurisdictions in which we operate. Also, we and our suppliers are
subject to, and may become subject to, evolving laws and regulations pertaining to ESG matters. Changing rules and
regulations have resulted in, and are likely to continue to result in, increased general and administrative expenses and
increased management time and attention spent complying with or meeting such regulations. Any failure, or perceived
failure, by us to achieve our goals, further our initiatives, adhere to our public statements, make complete or accurate
statements with respect to such matters, comply with federal, state or international environmental, social and




governance laws and regulations, or meet evolving and varied stakeholder expectations and views could materially
adversely affect our business, reputation, results of operations, financial position and stock price. Our business and
operations may be impacted by natural disaster events, including those brought on by climate change. Land, sea and air
routes between economic centers are subject to weather events exacerbated by climate change and can disrupt commercial
activity. Our most significant business offices, research and development, and manufacturing locations, are in the San Jose,
California area and in Taiwan. We are also in the process of developing manufacturing operations in Malaysia. Each region is
subject to climate change events and is known for earthquakes . For example, extreme heat and wind coupled with dry
conditions in Northern California may lead to power safety shut offs due to wildfire risk, which can have adverse
implications for our San Jose, California headquarter offices, including impairing the ability of our employees to work
effectively . While we have adopted a business continuity plan and are taking steps to further diversify our manufacturing
locations, there is no certainty it will be effective for significant natural disasters, which could have a material adverse impact on
business, operating results, and financial condition. Growing concerns over Our workforce may use Al tools on...... governance
considerations relating to businesses, 1nclud1ng climate cluume aﬂd-greeﬂ-heﬁse—may also lead to transition rlsks, such gas- as
changes in customer preferences emissio v
- or changing regulatory eﬂ"v‘l'l‘eﬂﬂ‘teﬂta'l—see'lﬁ'l—dnd gevem&nee—gea-ls—legal requlrements. Shlfts in customer preferences
could increase demand for more sustainable solutions and mmmserwces, potentlally
forcing us to incur additional costs our— or alter our operations w
Responding-to meet these environmental-demands. Additionally , seetal-and-governanee-eons tderations-and HIP ptation-we
may face mcreased costs for supplles or components that meet speclfic regulatory standards, potentlally affectlng the

our products -rntefn&t-teﬁal—eﬂﬂreﬁmeﬁta-l—seeta-l—dnd serv1ces
stakeholder-expeetations-and-views-could decrease ma ;



