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Executing the Separation has required and will continue to require significant time and attention from our senior
management and employees and may divert their attention from operating and growing our business in ways that could
adversely affect our business, financial condition and results of operations. Our employees may also be distracted due to
uncertainty about their future roles with the separated companies, and customers or suppliers could delay or defer
decisions or may end their relationships with us. In addition, we have incurred and will continue to incur expenses in
connection with our strategic review and the consideration of the Separation and expect that the process of reviewing the
Separation and executing the Separation, if any, will be time- consuming and involve significant additional costs and
expenses, which may not yield a benefit if the Separation is not completed. If pursued, we will also incur ongoing costs
and dis- synergies in connection with, or as a result of, the Separation and related restructuring transactions, including
costs of operating as independent, publicly traded companies that the two businesses will no longer be able to share. Any
of the above factors could cause the Separation (or the failure to execute the Separation) to have a material adverse effect
on our business, financial condition, results of operations and the trading price of our common stock and / or other
securities. The Partietpant-tnderstands-Separation may not achieve the anticipated benefits and could expose us to new
risks, including with respect to our existing indebtedness and future capital structure. We may not realize any strategic,
financial, operational or other benefits from the Separation. We cannot predict with certainty if or when anticipated
benefits will occur or the extent to which they will be achieved. If the Separation is completed, our operational and
financial profile (including our capital structure) will change and we will face new risks. If the Separation is completed,
we will be a smaller and less- diversified company and may be more vulnerable to changing market conditions. While we
believe that thisAppendixA-eentains-the Separation will position each company to better unlock its full standalone long-
term potential, we cannot assure you that following the Separation we will be successful. Further, there can be no
assurance that the combined value of the shares of the two resulting companies will be equal to or greater than what the
value of our common stock would have been had the Separation not occurred. In additionat--- addition, following the
completion of the Separation or any other disposition of our Flash business unit, we will not be able to rely on the
earnings, assets or cash flow of the Flash business unit, and that business will not provide funds to finance our working
capital or other cash requirements. As a result, our ability to service our debt may be adversely affected. We cannot
predict the prices at which our common stock may trade after the Separation or the effect of the Separation on the
trading prices of our common stock. The Separation will be subject to numerous conditions, including the availability of
financing. We have not obtained any financing with respect to the Separation transaction, including any new financing
for the remaining business and the terms of any such arrangements may be more burdensome or costly than the terms of
our current indebtedness or we may not be able to obtain credit on attractive terms and eonditions-price. Furthermore,
the Separation may leave us with higher leverage and may also cause us to violate provisions of contracts or breach
covenants in our existing indebtedness if such contracts or indebtedness are not replaced, repaid or refinanced or
waivers are not obtained prior to the Separation. For example, our credit facilities contain specific restrictions on any
disposal of our Flash business unit. In addition, we cannot assure you that ;tegether-a holder of our outstanding senior
notes will not argue that the Separation constitutes a change of control and try to require us to repurchase its notes as a
result of the Separation. We rely substantially on strategic relationships with various partners the-Plamrand-the-Avward
Doeument-, govermrincluding Kioxia, which subjects us to risks and uncertainties that could harm our business. We have
entered into and expect to continue to enter into strategic relationships with various partners for product development,
manufacturing, sales growth and the Partieipantsupply of technologies, components, equipment and materials for use in
our product design and manufacturing, including our business ventures with Kioxia. We depend on Flash Ventures for
the development and manufacture of flash- based memory. Our strategic relationships, including Flash Ventures, are
subject to various risks that could harm the value of our investments, our revenue and costs, our future rate of spending,
our technology plans and our future growth opportunities. For example, while Flash Ventures is operating, certain of
our agreements with Kioxia preclude us from manufacturing flash- based memory ourselves except to the extent that we
acquire any manufacturing capacity of a Flash Ventures entity as a result of that entity ° s dissolution, termination or
acquisition by us. This could also impair our ability to consolidate with other industry patrtieipation-participants in-who
manufacture flash- based memory. Substantially all of our flash- based memory is obtained from Flash Ventures, which
limits our ability to respond to market demand and supply changes and makes our financial results particularly
susceptible to variations from our forecasts and expectations. For example, we are contractually obligated to pay for 50
% of the fixed costs of Flash Ventures regardless of whether we order any flash- based memory, and our orders placed
with Flash Ventures on a the-three Ptan—- month rolling basis are binding. As a result, a failure to accurately forecast
supply and demand could cause us to over- invest or under- invest in inventory, technology transitions or the expansion
of Flash Ventures’ capacity. Over- investment by us or our competitors can result in excess supply and lead to significant
decreases in our product prices, significant excess, obsolete inventory or inventory write- downs or underutilization
charges, and the potential impairment of our investments in Flash Ventures. For example, for our Flash business, in 2024
and 2023, we incurred $ 252 million and $ 296 million of charges for unabsorbed manufacturing overhead costs as a
result of the reduced utilization of our manufacturing capacity, respectively. Additionally, in 2024, we recorded $ 108



million of charges to write- down our inventory as a result of decreases in market pricing. These charges were
attributable to a significant imbalance of supply and demand and our actions taken in response thereto. On the other
hand, if we under- invest in Flash Ventures, or otherwise grow or transition Flash Ventures’ capacity too slowly, we may
not have enough supply of flash- based memory, or the Partietpantright type of flash- based memory, to meet demand on
a timely and cost effective basis, and we may lose opportunities for revenue, gross margin and market share as a result.
If our supply is limited, we might make strategic decisions with respect to the allocation of our supply among our
products and customers, which could result in less favorable gross margins or damage customer relationships. Our
control over the operations of our business ventures may be limited, and our interests could diverge from our strategic
partners’ interests regarding ongoing and future activities. For example, each Flash Ventures entity operates for a
defined period of time agreed upon between the joint venture partners. Although we and Kioxia have agreed to extend
that period of time for each Flash Ventures entity since the start of Flash Ventures, there is a risk that we and Kioxia will
be unable to agree on a further extension of one or more of the Flash Ventures entities in the future. Additionally, under
the Flash Ventures agreements, we cannot unilaterally direct most of Flash Ventures’ activities, and we have limited
ability to source or fabricate flash outside of Flash Ventures. Flash Ventures requires significant investments by both
Kioxia and us for technology transitions and capacity expansions, and our business could be harmed if our technology
roadmap and investment plans are not sufficiently aligned with Kioxia’ s. Lack of alignment with Kioxia with respect to
Flash Ventures could negatively impact our ability to react quickly to changes in the market, or to stay at the forefront of
technological advancement. Misalignment could arise due to changes in Kioxia’ s strategic priorities, management,
ownership or access to capital, which have changed in recent years and could continue to change. Kioxia’ s stakeholders
may include, or have included in the past, competitors, customers, a private equity firm, government entities or public
stockholders. Kioxia’ s management changes, ownership and capital structure could lead to delays in decision- making,
disputes or changes in strategic direction that could negatively impact the strategic partnership, and therefore us. There
may exist conflicts of interest between Kioxia’ s stakeholders and Flash Ventures or us with respect to, among other
things, protecting and growing Flash Ventures’ business, IP and competitively sensitive confidential information.
Together with Kioxia, we fund a portion of the investments required for Flash Ventures through lease financings.
Continued availability of lease financings for Flash Ventures is not guaranteed and could be limited by several factors,
including availability of tools qualified for leasing, investor capacity and risk allocation policies, our or Kioxia’ s
financial performance and changes to our or Kioxia’ s business, ownership or corporate structure. To the extent that
lease financings are not accessible on favorable terms or at all, more cash would be required to fund investments. Our
strategic relationships are subject to additional risks that could harm our business, including, but not limited to, the
following: failure by our strategic partners to comply with applicable laws or employ effective internal controls;
difficulties and delays in product and technology development at, ramping production at, and transferring technology to,
our strategic partners; declining financial performance of our strategic partners, including failure by our strategic
partners to timely fund capital investments with us or otherwise meet their commitments, including the payment of
amounts owed to us or third parties when due; losing the rights to, or ability to independently manufacture, certain
technology or products being developed or manufactured by strategic partners, including as a result of any of them
being acquired by another company, filing for bankruptcy or experiencing financial or other losses; a bankruptcy event
involving a strategic partner, which could result in structural changes to or termination of the strategic partnership; and
changes in tax or regulatory requirements, which may necessitate changes to the agreements governing our strategic
partnerships. We participate in a highly competitive industry that is subject to declining average selling prices (“ ASPs
), volatile demand, rapid technological change and industry consolidation, as well as lengthy product qualifications, all
of which can negatively impact our business. Demand for our devices, software and solutions, which we refer to in this
Item 1A as our “ products ”, depends in large part on the demand for systems manufactured by our customers and on
storage upgrades to existing systems. The demand for systems has been volatile in the past and often has had an
exaggerated effect on the demand for our products in any given period. Demand for and prices of our products are
influenced by, among other factors, the actual and projected growth of data to be stored, the balance between supply and
demand in the storage market, including the effects of new fab capacity, macroeconomic factors, business conditions, the
emergence or growth of new or existing technologies (including AI), technology transitions and other actions taken by us
or our competitors. The storage market has recently experienced, and may continue to experience, periods of excess
capacity leading to liquidation of excess inventories, inventory write- downs, significant reductions in ASPs and negative
impacts on our revenue and gross margins and volatile product life cycles that harm our ability to recover the cost of
product development. Further, our ASPs and gross margins tend to decline when there is a shift in the mix of product
sales to lower priced products. We have faced declining gross margins in the past, and may face potential gross margin
pressures in the future, resulting from our ASPs declining more rapidly than our cost of revenue. Rapid technological
changes often reduce the volume and profitability of sales of existing products and increase the risk of inventory
obsolescence and write- downs. Finally, the data storage industry has experienced consolidation over the past several
years, which could enhance the resources and lower the cost structure of some competitors. These factors could result in
a substantial decrease in our market share and harm our business. As we compete in new product areas, the overall
complexity of our business may increase and may result in increases in R & D expenses and substantial investments in
manufacturing capability, technology enhancements and go- to- market capability. We must also qualify our products
with customers through potentially lengthy testing processes with uncertain results. Some of our competitors offer
products that we do not offer, which may allow them to win sales from us, and some of our customers may be developing
storage solutions internally, which may reduce their demand for our products. We expect that competition will continue



to be intense, and our competitors may be able to gain a product offering or cost structure advantage over us, which
would harm our business. Further, our competitors may utilize pricing strategies, including offering products at prices
at or below cost, that we may be unable to competitively match. We may also have difficulty effectively competing with
manufacturers benefiting from governmental investments and may be subject to increased complexity and reduced
efficiency in our supply chain as a result of governmental efforts to promote domestic semiconductor industries in
various jurisdictions. If we do not properly manage technology transitions and product development and introduction,
our competitiveness and operating results may be negatively affected. The markets for our products continuously
undergo technology transitions that can impact our product roadmaps and that we must anticipate in order to adapt our
existing products or develop new products effectively. If we fail to adapt to or implement new technologies, if we fail to
quickly and cost- effectively develop new products that meet the specifications and requirements intended or desired by
our customers or if technology transitions negatively impact our existing product roadmaps, our business may be
harmed. In addition, the success of our technology transitions and product development depends on a number of other
factors, including R & D expenses and results; difficulties faced in manufacturing ramp; market acceptance /
qualification; effective management of inventory levels in line with anticipated product demand; the vertical integration
of some of our products, which may result in more capital expenditures and greater fixed costs than if we were not
vertically integrated; our ability to cost effectively respond to customer requests for new products or features (including
requests for more efficient and efficiently- produced products with reduced environmental impacts) and software
associated with our products; our ability to increase our software development capability; and the effectiveness of our
go- to- market capability in selling new products. Moving to new technologies and products may require us to align to,
and build, a new supply base. Our success in new product areas may depend on our ability to enter into favorable supply
agreements. In addition, if our customers choose to delay transition to new technologies, if demand for the products that
we develop is lower than expected or if the supporting technologies to implement these new technologies are not
available, we may be unable to achieve the cost structure required to support our profit objectives or may be unable to
grow or maintain our market position. Additionally, new technologies could impact demand for our products in
unforeseen or unexpected ways and new products could substitute for our current products and make them obsolete,
each of which would harm our business. We also develop products to meet certain industry and technical standards,
which may change and cause us to incur substantial costs as we adapt to new standards or invest in different
manufacturing processes to remain competitive. We experience sales seasonality and cyclicality, which could cause our
operating results to fluctuate. In addition, accurately forecasting demand has become more difficult, which could harm
our business. Sales of many of our products tend to be seasonal and subject to volatile and irregular supply- demand
cycles. Changes in seasonal and cyclical supply and demand patterns have made it, and could continue to make it, more
difficult for us to forecast demand. Changes in the product or channel mix of our business can also impact seasonal and
cyclical patterns. For example, we often ship a high percentage of our total quarterly sales in the third month of the
quarter, which makes it difficult for us to forecast our financial results before the end of each quarter. As a result of the
above or other factors, our forecast of financial results for a given quarter may differ materially from our actual
financial results. The variety and volume of products we manufacture are based in part on accurately forecasting market
and customer demand for our products, which are influenced by a wide variety of factors. As a result of the number and
complexity of these factors, accurately forecasting demand has been and continues to be increasingly difficult for us, our
customers and our suppliers. Further, for many of our OEM customers utilizing just- in- time inventory, we do not
generally require firm order commitments and instead receive a periodic forecast of requirements, which may prove to
be inaccurate. In addition, because our products are designed to be largely interchangeable with competitors’ products,
our demand forecasts may be impacted significantly by the strategic actions of our competitors. As forecasting demand
becomes more difficult, the risk that our forecasts are not in line with demand increases. This has caused, and may in the
future cause, our forecasts to exceed actual market demand, resulting in periods of product oversupply, excess inventory,
underutilization of manufacturing capacity and price decreases, which has impacted and could further impact our sales,
ASPs and gross margin or require us to incur additional inventory write- downs or additional charges for unabsorbed
manufacturing overhead, thereby negatively affecting our operating results and our financial condition. For example, in
2024 and 2023, we incurred $ 407 million and $ 497 million of charges for unabsorbed manufacturing overhead costs as a
result of the reduced utilization of our manufacturing capacity, respectively. Additionally, in 2024, we incurred $ 108
million of charges to write- down our inventory as a result of decreases in market pricing. These charges were
attributable to a significant imbalance of supply and demand and our actions taken in response thereto. If market
demand increases significantly beyond our forecasts or beyond our ability to add manufacturing capacity, then we may
not be able to satisfy customer product needs, possibly resulting in a loss of market share if our competitors are able to
meet customer demands. In addition, some of our components have long lead- times, requiring us to place orders several
months in advance of anticipated demand. Such long lead- times increase the risk of excess inventory, potentially
resulting in inventory write- downs, or loss of sales in the event our forecasts vary substantially from actual demand.
Failure to successfully execute on strategic initiatives including acquisitions, divestitures or cost saving measures may
negatively impact our future results. We have made and expect to continue to make acquisitions and divestitures, and
engage in cost saving measures. In order to successfully execute on strategic initiatives, we must continue to identify and
successfully complete attractive transactions, some of which may be large and complex, and manage post- closing issues
such as integration of the acquired company or employees and integration of processes and systems. We may not be able
to continue to identify or complete appealing acquisition or investment opportunities given the intense competition for
these transactions. Even if we identify and complete suitable corporate transactions, we may not be able to successfully



address any integration challenges in a timely manner, or at all. There have been and may continue to be difficulties with
implementing new systems and processes or with integrating systems and processes of companies with complex
operations, which may result in inconsistencies in standards, controls, procedures and policies and may increase our
vulnerability to cybersecurity attacks or the risk that our internal controls are found to be ineffective. Failing to
successfully integrate or realign our business to take advantage of efficiencies or reduce redundancies of an acquisition
or divestiture may result in not realizing all or any of the anticipated benefits of the transaction. In addition, failing to
achieve the financial model projections for an acquisition or changes in technology development and related roadmaps
following an acquisition may result in the incurrence of impairment charges (including goodwill impairments or other
asset write- downs) and other expenses, both of which could negatively impact our results of operations or financial
condition. Acquisitions and investments may also result in the issuance of equity securities that may be dilutive to our
stockholders as well as earn- out or other contingent consideration payments and the issuance of additional indebtedness
that would put additional pressure on liquidity. Furthermore, we may agree to provide continuing service obligations or
enter into other agreements in order to obtain certain regulatory approvals of our corporate transactions, and failure to
satisfy these additional obligations could result in our failing to obtain regulatory approvals or the imposition of
additional obligations on us, any of which could negatively affect our business. In addition, new legislation or additional
regulations may affect or impair our ability to invest with or in certain other countries or require us to obtain regulatory
approvals to do so, including investments in joint ventures, minority investments and outbound technology transfers to
certain countries. Cost saving measures, restructurings and divestitures may result in workforce reduction and
consolidation of our manufacturing or other facilities. As a result of these actions, we may experience a loss of continuity,
loss of accumulated knowledge, disruptions to our operations and inefficiency during transitional periods. These actions
could also impact employee retention. In addition, we cannot be sure that these actions will be as successful in reducing
our overall expenses as we expect, that additional costs will not offset any such reductions or consolidations or that we
do not forego future business opportunities as a result of these actions. Acquisitions and alliance activities inherently
involve other risks as well, including those associated with disruption to our business and the continued successful
execution of our company strategy, goals and responsibilities; assimilation and integration of different business
operations, corporate cultures, personnel, infrastructures and technologies or solutions acquired or licensed, while
maintaining quality, and designing and implementing appropriate risk management measures; and the possibility of
conflict with joint venture or alliance partners regarding strategic direction, prioritization of objectives and goals,
governance matters or operations. Loss of revenue from a key customer, or consolidation among our customer base,
could harm our operating results. Historically, nearly one half of our total revenue came from sales to our top 10
customers. These customers have a variety of suppliers to choose from and therefore can make substantial demands on
us, including demands on product pricing, contractual terms and the environmental impact and attributes of our
products, often resulting in the allocation of risk or increased costs to us as the supplier. Our ability to maintain strong
relationships with our principal customers is essential to our future performance. We have experienced and may in the
future experience events such as the loss of a key customer, prohibition or restriction of sales to a key customer by law,
regulation or other government action, reductions in sales to or orders by a key customer, customer requirements to
reduce our prices before we are able to reduce costs or the acquisition of a key customer by one of our competitors.
These events have impacted, and may in the future impact, our operating results and financial condition. Further,
government authorities may implement laws or regulations or take other actions that could result in significant changes
to the business or operating models of our customers. Such changes could negatively impact our operating results.
Additionally, if there is consolidation among our customer base, our customers may be able to command increased
leverage in negotiating prices and other terms of sale, which could negatively impact our profitability. Consolidation
among our customer base may also lead to reduced demand for our products, increased customer pressure on our prices,
replacement of our products by the combined entity with those of our competitors and cancellations of orders, each of
which could harm our operating results. Also, the storage ecosystem is constantly evolving, and our traditional customer
base is changing. Fewer companies now hold greater market share for certain applications and services, such as cloud
storage and computing platforms, mobile, social media, shopping and streaming media. As a result, the competitive
landscape is changing, giving these companies increased leverage in negotiating prices and other terms of sale, which
could negatively impact our profitability. In addition, the changes in our evolving customer base create new selling and
distribution patterns to which we must adapt. To remain competitive, we must respond to these changes by ensuring we
have proper scale in this evolving market, as well as offer products that meet the technological requirements of this
customer base at competitive pricing points. To the extent we are not successful in adequately responding to these
changes, our operating results and financial condition could be harmed. Sales in the distribution channel and to the retail
market are important to our business, and if we fail to respond to demand changes within these markets, or maintain
and grow our applicable market share, our business could suffer. Our distribution customers typically sell to small
computer manufacturers, dealers, systems integrators and other resellers. We face significant competition in this channel
as a result of limited product qualification programs and a significant focus on price and availability of product. As a
result of the shift to mobile devices, more computing devices are being delivered to the market as complete systems,
which could weaken the distribution market. If we fail to respond to changes in demand in the distribution market, our
business could suffer. Additionally, if the distribution market weakens as a result of technology transitions or a
significant change in consumer buying preference, or if we experience significant price declines due to demand changes
in the distribution channel, our operating results would be negatively impacted. Negative changes in the creditworthiness
or the ability to access credit, or the bankruptcy or shutdown of any of our significant retail or distribution partners



would harm our revenue and our ability to collect outstanding receivable balances. A significant portion of our sales is
also made through retailers. Our success in the retail market depends in large part on our ability to maintain our brand
image and corporate reputation and to expand into and gain market acceptance of our products in multiple retail
market channels. Particularly in the retail market, negative publicity, whether or not justified, or allegations of product
or service quality issues, even if false or unfounded, could damage our reputation and cause our customers to choose
products offered by our competitors. Further, changes to the retail environment, such as store closures caused by
macroeconomic conditions or changing customer preferences, may reduce the demand for our products. If customers no
longer maintain a preference for our product brands or if our retailers are not successful in selling our products, our
operating results may be negatively impacted. FINANCIAL RISKS Our level of debt may negatively impact our
liquidity, restrict our operations and ability to respond to business opportunities, and increase our vulnerability to
adverse economic and industry conditions. We utilize debt financing in our capital structure and may incur additional
debt, including under our revolving credit facility subject to customary conditions in our loan agreements. Our level of
debt could have significant consequences, including limiting our ability to obtain additional financing for capital,
capital expenditures, acquisitions or resident-in-a-eountry- general corporate purposes; requiring a substantial
portion of our cash flows to be dedicated to debt service payments instead of other purposes; imposing financial and
other restrictive covenants on our operations, including minimum liquidity requirements and limitations on our ability
to (i) declare or pay dividends or repurchase shares of our common stock; (ii) purchase assets, make investments,
complete acquisitions, consolidate or merge with or into, or sell all or substantially all of our assets to, another person;
(iii) enter into sale / leaseback transactions or certain transactions with affiliates; (iv) incur additional indebtedness; and
(v) incur liens, making us more vulnerable to economic downturns and limiting our ability to withstand competitive
pressures or take advantage of new opportunities to grow our business. Our ability to meet our debt service obligations,
comply with our debt covenants and deleverage depends on our cash flows and financial performance, which are
affected by financial, business, economic and other factors. The rate at which we will be able to or choose to deleverage is
uncertain. Failure to meet our debt service obligations or comply with our debt covenants could result in an event of
default under the applicable indebtedness. We may be unable to cure, or obtain a waiver of, an event of default or
otherwise amend our debt agreements to prevent an event of default thereunder on terms acceptable to us or at all. In
than-that event, the debt holders could accelerate the related debt, which may result in the cross- acceleration or cross-
default of other debt, leases or other obligations. We also utilize convertible debt in our capital structure and as of June
28,2024, $ 1. 6 billion principal amount of our convertible notes were convertible at the option of the holder. As such,
these convertible notes were classified as current debt as of that date. In the event that holders of our convertible debt
exercise conversion rights, we will be required to settle the principal amount of any converted notes in cash. If we do not
have sufficient funds available to repay indebtedness when due, whether at maturity, by acceleration or upon conversion,
we may be required to sell important strategic assets; refinance our existing debt; incur additional debt or issue common
stock or other equity securities, which we may not be able to do on terms acceptable to us, in amounts sufficient to meet
our needs or at all. Our inability to service our debt obligations or refinance our debt could harm our business. Further,
if we are unable to repay, refinance or restructure our secured indebtedness, the holder of such debt could proceed
against the collateral securing the indebtedness. Refinancing our indebtedness may also require us to expense previous
debt issuance costs or to incur new debt issuance costs. As our bank debt contains a variable interest rate component
based on our corporate credit ratings, a decline in our ratings has in the past resulted in, and could in the future result
in, increased interest rates and debt service obligations. In addition, our ratings impact the cost and availability of future
borrowings and, accordingly, our cost of capital. Our ratings reflect the opinions of the ratings agencies as to our
financial strength, operating performance and ability to meet our debt obligations. There can be no assurance that we
will achieve a particular rating or maintain a particular rating in the future. We also guarantee a significant amount of
lease obligations of Flash Ventures owed to third parties. Flash Ventures sells to and leases back a portion of its
equipment from a consortium of financial institutions. Most of the lease obligations are guaranteed 50 % by us and 50 %
by Kioxia. Some of the lease obligations are guaranteed in full by us. The leases are subject to customary covenants and
cancellation events that relate to Flash Ventures and each of the guarantors. If a cancellation event were to occur, Flash
Ventures would be required to negotiate a resolution with the other parties to the lease transactions to avoid cancellation
and acceleration of the lease obligations. Such resolution could include, among other things, supplementary security to
be supplied by us, increased interest rates or waiver fees. If a resolution is not reached, we may be required to pay all of
the outstanding lease obligations covered by our guarantees, which would significantly reduce our cash position and may
force us to seek additional financing, which may not be available on terms acceptable to us, if at all. We may from time to
time seek to further refinance our substantial indebtedness by issuing additional shares of common stock or other
securities that are convertible into common stock or grant the holder the right to purchase common stock, each of which
may dilute our existing stockholders, reduce the value of our common stock, or both. Tax matters may materially affect
our financial position and results of operations. Changes in tax laws in , the European Union and
around the globe have impacted and will continue to impact our effective worldwide tax rate, which may materially
affect our financial position and results of operations. Further, the majority of countries in the G20 and Organization for
Economic Cooperation and Development (OECD) Inclusive Framework on Base Erosion and Profit Shifting (BEPS)
have agreed to adopt a two- pillar approach to taxation, which includes the implementation of a global corporate
minimum tax rate of 15 %, which, when effective, could materially increase our tax obligations in these countries. Due to
the large scale of our U. S. and international business activities, many of these enacted and proposed changes to the
taxation of our activities, including cash movements, could increase our worldwide effective tax rate and harm our



business . The Partieipant-further-understands-Tax Cuts and Jobs Act of 2017 eliminated the option to deduct research and
development expenditures in the year incurred, requiring amortization in accordance with IRC Section 174. Depending
on our operating results, this requirement could materially increase our effective tax rate and reduce our operating cash
flows. Additionally, portions of our operations are subject to a reduced tax rate or are free of tax under various tax
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be extended when certain conditions are met, we may not be able to meet such conditions. If the tax holidays are not
extended, or if we fail to satisfy the conditions of the reduee-reduced oreliminate-tax rate, the-then Partietpants-our
effective tax rate could increase in the future. Our effective tax rate may be negatively impacted if we are unable to
realize deferred tax assets. We regularly review our deferred tax assets for recoverability and establish a valuation
allowance if it is more likely than not that some portion or all of a deferred tax asset will not be realized. If we are
unable to generate sufficient future taxable income or if there is a change to the time period within which the underlying
temporary differences become taxable or deductible, we could be required to increase our valuation allowance against
our deferred tax assets, which could result in a material increase in our effective tax rate. Our determination of our tax
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Internal Revenue Service for certain fiscal years. Although we believe our tax positions are properly supported, the final
timing and resolution of any addittenal-Fax-—RelatedHtems-direetly-tax examinations are subject to significant uncertainty
and could result in litigation or the payment of significant amounts to the applicable tax authority in order to resolve
examination of er-our to-the-Compainy-tax positions, which could result in and-- an #increase of er-our the-Empteyer-current
estimate of unrecognized tax benefits and may harm our business. Fluctuations in currency exchange rates as a result of
our international operations may negatively affect our operating results. Because we manufacture and sell our products
abroad, our revenue, cost of revenue, margins, operating costs and cash flows are impacted by fluctuations in foreign
currency exchange rates . [f the Fax-U. S. dollar exhibits sustained weakness against most foreign currencies, the U. S.
dollar equivalents of unhedged manufacturing costs could increase because a significant portion of our production costs
are foreign - RelatedHtems-currency denominated. Conversely, there would not be an offsetting impact to revenues since
revenues are satisfied-substantially U. S. dollar denominated. Additionally, we negotiate and procure some of our
component requirements in U. S. dollars from non- U. S. based vendors. If the U. S. dollar weakens against other foreign
currencies, some of our component suppliers may increase the price they charge for their components in order to
maintain an equivalent profit margin. In addition, our purchases of flash- based memory from Flash Ventures and our
investment in Flash Ventures are denominated in Japanese yen. If the Japanese yen appreciates against the U. S. dollar,
our cost of purchasing flash- based memory wafers and the cost to us of future capital funding of Flash Ventures would
increase. When such events occur, they have had, and may in the future have, a negative impact on our business. Prices
for our products are substantially U. S. dollar denominated, even when sold to customers that are located outside the U.
S. Therefore, as a substantial portion of our sales are from countries outside the U. S., fluctuations in currency exchanges
rates, most notably the strengthening of the U. S. dollar against other foreign currencies, contribute to variations in sales
of products in impacted jurisdictions and could negatively impact demand and revenue growth. In addition, currency



variations may adversely affect, and from time to time have adversely affected, margins on sales of our products in
countries outside the U. S. We attempt to manage the impact of foreign currency exchange rate changes by withheldingin
shares-of- Common-Stoek-, among other things, entering into short- term foreign exchange contracts. However, these
contracts may not cover our full exposure, and can be canceled by the counterparty if currency controls are put in place.
Thus, our decisions and hedging strategy with respect to currency risks may not be successful and may actually harm
our operating results. Further, the ability to enter into foreign exchange contracts with financial institutions is based
upon our available credit from such institutions and compliance with covenants and other restrictions. Operating losses,
third party downgrades of our credit rating or instability in the worldwide financial markets could impact our ability to
effectively manage our foreign currency exchange rate risk. Hedging also exposes us to the credit risk of our
counterparty financial institutions. Increases in our customers’ credit risk could result in credit losses and term
extensions under existing contracts with customers with credit losses could result in an increase in our operating costs.
Some of our OEM customers have adopted a subcontractor model that requires us to contract directly with companies,
such as ODMs, that provide manufacturing and fulfillment services to our OEM customers. Because these
subcontractors are generally not as well capitalized as our direct OEM customers, this subcontractor model exposes us
to increased credit risks. Our agreements with our OEM customers may not permit us to increase our product prices to
alleviate this increased credit risk. Additionally, as we attempt to expand our OEM and distribution channel sales into
emerging economies, the customers with the most success in these regions may have relatively short operating histories,
making it more difficult for taxpurpeses;-us to accurately assess the associated credit risks. Our customers’ credit risk
may also be exacerbated by an economic downturn or the-other Partieipant-adverse global or regional economic
conditions. Any credit losses we may suffer as a result of these increased risks, or as a result of credit losses from any
significant customer, especially in situations where there are term extensions under existing contracts with such
customers, would increase our operating costs, which may negatively impact our operating results. LEGAL AND
COMPLIANCE RISKS We are subject to laws, rules and regulations relating to the collection, use, sharing and security
of data, including personal data, and our failure to comply with these laws, rules and regulations could subject us to
proceedings by governmental entities or others and cause us to incur penalties, significant legal liability, or loss of
customers, loss of revenue and reputational harm. We are subject to laws, rules and regulations relating to the collection,
use, security and privacy of third- party data, including data that relates to or identifies an individual person. We are
also subject to the terms of our privacy policies and obligations to third parties related to privacy, data protection and
security. In many cases, these requirements apply not only to third- party transactions, but also to transfers of
information between our information systems and our subsidiaries, and among us, our subsidiaries and other parties
with which we have commercial relations. Our possession and use of third- party data, including personal data and
employee data in conducting our business, subjects us to legal and regulatory obligations that require us to notify
vendors, customers or employees or other parties with which we have commercial relations of a data security breach and
to respond to regulatory inquiries and to enforcement proceedings. Managing these notifications, especially in large
volumes, can lead to significant expenses, even with cybersecurity insurance coverage. Laws and regulations relating to
the collection, use, security and privacy of third- party data change over time and new laws and regulations become
effective from time to time. We are subject to notice and privacy statement requirements, as well as obligations to
respond to requests to know and access personal information, correct personal information, delete personal information
and say no to the sale of personal information. Global privacy and data protection legislation, enforcement and policy
activity in this area are rapidly expanding and evolving, and may be inconsistent from jurisdiction to jurisdiction. We
may also be subject to restrictions on cross- border data transfers and requirements for localized storage of data that
could increase our compliance costs and risks and affect the ability of our global operations to coordinate activities and
respond to customers and individuals. Compliance requirements or even our inadvertent failure to comply with
applicable laws may cause us to incur substantial costs, subject us to proceedings by governmental entities or others, and
cause us to incur penalties or other significant legal liability or lead us to change our business practices. We are and may
in the future be subject to state, federal and international legal and regulatory requirements, such as environmental,
labor, health and safety, trade and public- company reporting and disclosure regulations, customers’ standards of
corporate citizenship and industry and coalition standards, such as those established by the Responsible Business
Alliance (“ RBA ”), and compliance with those regulations and requirements could cause an increase in our operating
costs and failure to comply may harm our business. We are subject to, and may become subject to, additional, state,
federal and international laws and regulations governing our environmental, labor, trade, health and safety practices
and public- company reporting and disclosures requirements. These laws and regulations, particularly those applicable
to our international operations, are or may be complex, extensive and subject to change. We will need to ensure that we
and our suppliers, customers and partners timely comply with such laws and regulations, which may result in an
increase in our operating costs. Legislation has been, and may in the future be, enacted in locations where we
manufacture or sell our products, which could impair our ability to conduct business in certain jurisdictions or with
certain customers and harm our operating results. In addition, climate change and financial reform legislation is deemed
a significant topic of discussion and has generated and may continue to generate federal, international or other
regulatory responses in the near future, which could substantially increase the complexity of our public- company
reporting and disclosure requirements and our compliance and operating costs. If we or our suppliers, customers or
partners fail to timely comply with applicable legislation, certain customers may refuse to purchase our products or we
may face increased operating costs as a result of taxes, fines or penalties, or legal liability and reputational damage,
which could harm our business. In connection with our compliance with environmental laws and regulations, as well as



our compliance with industry and coalition environmental initiatives, such as those established by the RBA, the
standards of business conduct required by some of our customers, and our commitment to sound corporate citizenship in
all aspects of our business, we could incur substantial compliance and operating costs and be subject to disruptions to
our operations and logistics. In addition, if we or our suppliers, customers or partners were found to be in violation of
these laws or noncompliant with these initiatives or standards of conduct, we could be subject to governmental fines,
liability to our customers and damage to our reputation and corporate brand, which could cause our financial condition
and operating results to suffer. Our aspirations, disclosures and actions related to environmental, social and governance
(“ ESG ) matters expose us to risks that could adversely affect our reputation and performance. There is an increased
focus from investors, customers, associates, business partners and other stakeholders concerning ESG matters, and we
announce initiatives and goals related to ESG matters from time to time, including renewable energy and net zero
emissions commitments. These statements reflect our current plans and aspirations and are not guarantees that we will
be able to achieve them. Our ability to achieve any ESG objective is subject to numerous risks, many of which are
outside of our control, including the availability and cost of alternative energy sources; the evolving regulatory and
reporting requirements affecting ESG practices and disclosures; the locations and usage of our products and the
implications on their greenhouse gas emissions; and the successful execution of our strategy. Our failure to accomplish or
accurately track and report on these goals on a timely basis, or at all, and the potential added costs involved, could
adversely affect our reputation; financial performance and growth; our ability to attract or retain talent; and our
attractiveness as a business partner or supplier, and could expose us to increased litigation risk, as well as increased
scrutiny from the investment community and enforcement authorities. We and certain of our officers are and may
continue to be involved in litigation, investigations and governmental proceedings, which may be costly, may divert the
efforts of our key personnel and could result in adverse court rulings, fines or penalties, which could materially harm our
business. We are and may continue to be involved in litigation, including antitrust and commercial matters, putative
securities class action suits and other actions. We are the plaintiff in some of these actions and the defendant in others.
Some of the actions seek injunctive relief, including injunctions against the sale of our products, and substantial
monetary damages, which if granted or awarded, could materially harm our business. We have in the past been tssted
and may in the future be the fullnumber-ofshares-subject of inquiries to-the-vested-RSUs-, notwithstanding-requests for
information, investigations and actions by government and regulatory agencies regarding our businesses. Any such
matters could result in material adverse consequences to our results of operations, financial condition or ability to
conduct our business, including fines, penalties or restrictions on our business activities. Litigation is subject to inherent
risks and uncertainties that anumber-may cause actual results to differ materially from our expectations. In the event of
an adverse outcome in any litigation, investigation or governmental proceeding, we could be required to pay substantial
damages, fines or penalties and cease certain practices or activities, including the manufacture, use and sale of products.
With or without merit, such matters may be complex, may extend for a protracted period of time, may be very expensive
and the expense may be unpredictable. Litigation initiated by us could also result in counter- claims against us, which
could increase the costs associated with the litigation and result in our payment of damages or the-other Shatres
judgments against us. In addition, litigation, investigations or governmental proceedings and any related publicity may
divert the efforts and attention of some of our key personnel, affect demand for our products and harm the market
prices of our securities. We may be obligated to indemnify our current or former directors or employees, or former
directors or employees of companies that we have acquired, in connection with litigation, investigations or governmental
proceedings. These liabilities could be substantial and may include, among other things: the costs of defending lawsuits
against these individuals; the cost of defending shareholder derivative suits; the cost of governmental, law enforcement
or regulatory investigations or proceedings; civil or criminal fines and penalties; legal and other expenses; and expenses
associated with the remedial measures, if any, which may be imposed. The nature of our industry and its reliance on IP
and other proprietary information subjects us and our suppliers, customers and partners to the risk of significant
litigation. The data storage industry has been characterized by significant litigation. This includes litigation relating to
patent and other IP rights, product liability claims and other types of litigation. We arc held-backsetely-frequently
involved in disputes regarding patent and other IP rights, and we and our customers have in the past received, and we
and our customers may in the future receive, communications from third parties asserting that certain of our products,
processes for— or technologies infringe upon their patent rights, copyrights, trademark rights or other IP rights. Even if
we believe that such claims are without merit, the-they may be time pﬁFpese—e-ﬁpa-ymg—fhe—"Fa* consumlng and costly
RelatedHtems—ThePartieipant-further-agrees-to defend against and pay-to-th P :
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thePartietpant- s partieipation-in-attention and resources away from our business. We may also receive claims of potential

infringement if we attempt to license IP to others. IP risks increase when we enter into new markets where we have little
or no IP protection as a deterrent against litigation. The complexity of the Plan-technology involved and the uncertainty
of IP litigation increase the IP risks we face. Litigation can be expensive, lengthy and disruptive to normal business
operations. Moreover, the results of litigation are inherently uncertain and have resulted in, and may in the future result
in, adverse rulings or decisions. We may be subject to injunctions, enter into settlements or be subject to judgments that
may harm our business. If we incorporate third- party technology into our products or if claims or actions are asserted
against us for alleged infringement of the IP of others, we may be required to obtain a license or cross- license, modify
our existing technology or design a new non- infringing technology. Such licenses or design modifications can be
extremely costly. We evaluate notices of alleged patent infringement and notices of patents from patent holders that we
receive from time to time. We may decide to settle a claim or action against us, which settlement could be costly. We may




also be liable for past infringement. If there is an adverse ruling against us in an infringement lawsuit, an injunction
could be issued barring production or sale of any infringing product. It could also result in a damage award equal to a
reasonable royalty or lost profits or, if there is a finding of willful infringement, treble damages. Any of these results
would increase our costs and harm our operating results. In addition, our suppliers, customers and partners are subject
to similar risks of litigation, and a material, adverse ruling against a supplier, customer or partner could negatively
impact our business. Moreover, from time to time, we agree to indemnify certain of our suppliers and customers for
alleged IP infringement. The scope of such indemnity varies but may include indemnification for direct and
consequential damages and expenses, including attorneys’ fees. We may be engaged in litigation as a result of these
indemnification obligations. Third party claims for patent infringement are excluded from coverage under our insurance
policies. A future obligation to indemnify our customers or suppliers may harm our business. Our reliance on IP and
other proprietary information subjects us to the risk that these key components of our business could be copied by
competitors. Our success depends, in significant part, on the proprietary nature of our technology, including non-
patentable IP such as our process technology. If we fail to protect our technology, IP or contract rights, our customers
and others may seek to use our technology and IP without the payment of license fees and royalties, which could weaken
our competitive position, reduce our operating results and increase the likelihood of costly litigation. We primarily rely
on patent, copyright, trademark and trade secret laws, as well as non- disclosure agreements and other methods, to
protect our proprietary technologies and processes. There can be no assurance that our existing patents will continue to
be held valid, if challenged, or that they will have sufficient scope or strength to protect us. It is also possible that
competitors or other unauthorized third parties may obtain, copy, use or disclose, illegally or otherwise, our proprietary
technologies and processes, despite our efforts to protect our proprietary technologies and processes. If a competitor is
able to reproduce or otherwise capitalize on our technology despite the safeguards we have in place, it may be difficult,
expensive or impossible for us to obtain necessary legal protection. There are entities whom we believe may infringe our
IP. Enforcement of our rights often requires litigation. If we bring a patent infringement action and are not successful,
our competitors may be able to use similar technology to compete with us. Moreover, the defendant in such an action
may successfully countersue us for infringement of their patents or assert a counterclaim that our patents are invalid or
unenforceable. Also, the laws of some foreign countries may not protect our IP to the same extent as do U. S. laws. In
addition to patent protection of IP rights, we consider elements of our product designs and processes to be proprietary
and confidential. We rely upon employee, consultant and vendor non- disclosure agreements and contractual provisions
and a system of internal safeguards to protect our proprietary information. However, we cannot be satisfted-certain that
these contracts and safeguards have not been and will not be breached, that we will be able to timely detect
unauthorized use or transfer of our technology and IP, that we will have adequate remedies for any breach or that our
trade secrets will not otherwise become known or be independently discovered by competitors. Any of our registered or
unregistered IP rights may be challenged or exploited by others in the means-previousty-desertbed-industry, which could
harm our operating results. Maintaining and strengthening our brands are important to maintaining and expanding our
business, as well as to our ability to enter into new markets for our technologies, products and services . The success of
our brands depends in part on the positive image that consumers have of our brands. We believe the popularity of our
brands makes them a target of counterfeiting or imitation, with third parties attempting to pass off counterfeit products
as our products. Any occurrence of counterfeiting, imitation or confusion with our brands could negatively affect our
reputation and impair the value of our brands, which in turn could negatively impact sales and pricing of our branded
products, our share and our gross margin, as well as increase our administrative costs related to brand protection and
counterfeit detection and prosecution. Additionally, our ability to prevent unauthorized uses of our brands and
technologies would be negatively impacted if our trademark registrations were successfully challenged or overturned in
the jurisdictions where we do business. We also have trademark applications pending in a number of jurisdictions that
may not ultimately be granted, or if granted, may be challenged or invalidated, in which case we would be unable to
prevent unauthorized use of our brands and logos in such jurisdictions. We have not filed trademark registrations in all
jurisdictions where our brands or logos may be used. The exclusive forum provisions in our Bylaws could limit our
stockholders' ability to bring a claim in a judicial forum that it finds favorable for disputes with the Company mayrefase
to-isste-or deliver-its directors, officers or the-other shares-ef-Common-Stoek-or-employees. Our Bylaws provide that, unless
the proeeedsfronrCompany consents in writing to the sale-selection of shares-an alternative forum, the Court of Chancery
of the State 0f Delaware (or the federal dlstrlct court in the State of Delaware if the Court Partietpant-fails-to-eomply-with
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- ided; 5 extent pumllted b\ law, be the excluslve forum for resolvmg any
complaint asserting a cause of action under the Securities Act of 1933, as amended (the “ Federal Forum Provision ”).
The Delaware Exclusive Forum Provision is intended to apply to claims arising under Delaware state law and would not
apply to claims brought pursuant to the Exchange Act or any other claim for which the federal courts have exclusive
jurisdiction. In addition, the Federal Forum Provision is intended to apply to claims arising under the Securities Act and
would not apply t0 claims brought pursuant to the Exchange Act The excluswe forum prov1s10ns in the ( ompdn\ ’s
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federal securltles laws and the rules and regulatlons thereunder and, accordingly, actions by our stockholders to enforce
any duty or liability created by the Exchange Act or the rules and regulations thereunder must be brought in federal



courts. Our stockholders will not be deemed to have waived or-our compliance alshares-ef Common-Stockpayable;oreash
pay&b-le,—as—&pp-l-reable—\\ ith fespeet—te-these laws, rules an—and regulatlons Aw&rd—fhaﬁesfs—ptﬁsuan{—te—t-he—llregr&m—Sueh
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a clalm in a judicial forum of its choosmg for dlsputes w1th the company or its directors, officers or the-other date
employees, which may discourage lawsuits against the Company and its directors, officers and other employees. In
addition, stockholders who do bring a claim in the Court of Chancery of the State of Delaware pursuant to the Delaware
Excluswe Forum Prov1s1on could face additional lltlgatlon costs 1n pursulng any such claim payﬁeﬂt—eﬁefmmaﬁeﬁ—l—l—
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action, and such judgments or restlt-results may be more favorable to the Company than to our stockholders. Further,
the enforceability of similar exclusive forum provisions in other companies’ organizational documents has been
challenged in legal proceedings, and it is possible that a court could find any taxtiability parsuantto-Seetionr469A—of the
€eode-our exclusive forum provisions to be inapplicable to , or unenforceable in respect of, one or more of then— the
paymentspecified types of actions or proceedings. If a court were to find all or any part of our exclusive forum provisions
to be 1nappllcable or unenforceable in an actlon, we mlght incur addltlonal costs assoc1ated with resolvmg fespeet—te—\ueh




