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Common Stock

This is GSI Technology, Inc.'s initial public offering of its common stock. We are offering shares and the selling stockholders are
offering shares. We will not receive any proceeds from the sale of shares of our common stock by the selling stockholders. We expect the public offering
price to be between $ and $ per share.

Currently, no public market exists for the shares. After pricing of the offering, we expect the shares will be quoted on the Nasdaq National Market under
the symbol "GSIT."

Investing in our common stock involves risks that are described in the "Risk Factors" section beginning on page 7 of
this prospectus.

Per Share Total
Public offering price $ $
Underwriting discount $ $
Proceeds before expenses, to GSI Technology, Inc. $ $
Proceeds before expenses, to Selling Stockholders $ $
The underwriters may also purchase up to an additional shares from us, at the public offering price, less the underwriting discount, within 30 days

from the date of this prospectus to cover overallotments.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed upon the
accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The shares will be ready for delivery on or about , 2004.

Merrill Lynch & Co.
Needham & Company, Inc.
Friedman Billings Ramsey
C.E. Unterberg, Towbin

The date of this prospectus is , 2004
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GSI Technology is a leading-edge supplier
of fast and ultra-fast, low power, full featured
SRAM products focused on networking and
telecommunications applications.
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You should rely only on the information contained in this prospectus. We have not, and the selling stockholders and the underwriters have not, authorized
any other person to provide you with different information. If anyone provides you with different or inconsistent information, you should not rely on it. We are
not, and the selling stockholders and the underwriters are not, making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted.
You should assume that the information appearing in this prospectus is accurate only as of the date on the front cover of this prospectus. Our business, financial
condition, results of operations and prospects may have changed since that date.

GSI Technology, GSI, BurstRAM, FLXDrive, NBT SRAM, SigmaRAM and SigmaQuad, SigmaQuad-II, SigmaCIO DDR-II and SigmaSIO DDR-II are
trademarks of GSI Technology, Inc. in the United States and other countries. All trademarks, trade names or service marks appearing in this prospectus are the
property of their respective owners.




PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. You should read the entire prospectus carefully, including our financial
statements and the risks of investing in our common stock discussed under "Risk Factors" before making an investment decision. References to "we", "us" and

"our" refer to GSI Technology, Inc.

GSI Technology, Inc.

We design, develop and market high performance SRAM, or static random access memory, integrated circuits, or ICs, for the networking and
telecommunications markets. We are a leading provider of Fast SRAM products, which perform at higher speeds and provide greater density than commodity
SRAM products used in other applications. Within the Fast SRAM market, we focus on higher speed devices, or what we refer to as Ultra-Fast SRAMs, which
are Fast SRAM ICs that require less than 5 nanoseconds to retrieve data from memory. We provide a broad range of advanced, highly reliable Fast and Ultra-Fast
SRAM solutions that target high performance equipment, such as routers, switches, wireless local area network infrastructure equipment, wireless basestations
and network access equipment. We believe our advanced circuit design expertise provides original equipment manufacturers, or OEMs, with early access to next
generation technologies, superior performance, advanced feature sets and high reliability, thereby enabling them to bring networking and telecommunications
equipment to market quickly.

We work closely with leading networking and telecommunications OEMs to better anticipate their needs and gain insight into future technology
requirements. Our products are used by leading OEMs in the networking and telecommunications markets, including Agilent Technologies, Alcatel, Cisco
Systems, Huawei Technologies and Lucent Technologies. We rely on Cisco Systems for a significant portion of our net revenues. Due primarily to an increase in
orders for our Fast and Ultra-Fast SRAM products, our net revenues increased from $21.0 million for the fiscal year ended March 31, 2003 to $35.4 million for
the fiscal year ended March 31, 2004.

Growth in data, voice and video traffic has driven the need for greater networking bandwidth, resulting in the continued build-out of the networking and
telecommunications infrastructure. This growth has led to the proliferation of a wide variety of networking equipment throughout the networking and
telecommunications infrastructure. This equipment includes routers, switches, wireless local area network infrastructure equipment, wireless base stations and
network access equipment. All of these products require Fast SRAM ICs, and OEMs are increasingly relying upon advanced SRAM technology to enable higher
performance of their products.

As networking equipment must increasingly support advanced traffic content such as Voice over Internet Protocol, or VoIP, and video streaming,
networking and telecommunications OEMs are driving demand for even higher performance Fast and Ultra-Fast SRAM ICs. Networking and
telecommunications OEMs are also under increasing pressure to bring these higher performance products to market rapidly. As a result, networking and
telecommunications OEMs have increasingly relied on SRAM providers that offer a broad range of advanced Fast and Ultra-Fast SRAM ICs and who are capable
of rapidly developing and introducing ICs that incorporate advanced feature sets.

Through the use of advanced architectures and design methodologies, we believe we are a technology leader in the development of Fast and Ultra-Fast
SRAM ICs. The majority of our solutions have access speeds of less than 5 nanoseconds. By providing faster ICs, we enable our customers to design and develop
higher performance products that support increasingly complex traffic content.

We currently offer 30 basic product configurations, which are the basis for over 2,500 individual products. Our broad product offering enables us to
leverage our research and development to design




and develop our product lines to meet the precise and changing requirements of networking and telecommunications OEMs.

Our products consume up to 50% less power than comparable products offered by our principal competitors. As a result, our products generate less heat,
increasing the reliability of the networking equipment in which they are used. Furthermore, because of the low power requirements of our products, OEMs are
able to add capabilities to their systems which otherwise might not have been possible due to overall system power constraints.

Our designs enable multiple product families to be manufactured from a single die. This flexibility allows us to minimize manufacturing time and
respond quickly to shipment requirements that are characteristic of the networking and telecommunications markets. Our flexible product designs also allow
OEMs to reduce their cost and time-to-market by evaluating and qualifying one product configuration, enabling them to more easily qualify related products
within the same product family. Additionally, our single die solution allows us to reduce our costs through better inventory management, the purchase of fewer
mask sets, streamlining internal product qualifications, and more efficient use of engineering resources.

Our products offer features that address a broad range of networking and telecommunications OEM system requirements. These proprietary features
include a JTAG test port, which enables post assembly verification of the connection between our ICs and the system board, thereby allowing our customers to
more rapidly develop, test and ship their products. Additionally, we offer our FLXDrive feature which allows the system designer to optimize signal performance
for a given requirement. We provide OEMs the ability to use our ICs in various modes of operation using our flexible pin out structure, thus increasing product
flexibility and availability. We also perform a full range of product reliability testing and comprehensively test all of our products at a wide range of extreme hot
and cold temperatures, in addition to performing burn-in, to help assure high levels of quality and reliability.

We work with independent wafer foundries to manufacture our products in order to increase yields, lower manufacturing costs and enhance the quality of
our products. This business model allows us to focus our resources on research and development, product design and marketing, while gaining access to advanced

manufacturing process technologies without significant capital investments and the related fixed costs.

Our objective is to become the leading provider of Fast and Ultra-Fast SRAMs. Key elements of our strategy to achieve this objective include:

. continue to focus on the networking and telecommunications markets;

. collaborate with wafer foundries to leverage leading-edge process technologies;

. continue to invest in research and development to extend our technology leadership;
. focus on industry-leading OEMs; and

° leverage our core strengths to develop other product lines.

We were incorporated in California in 1995 under the name Giga Semiconductor, Inc. We changed our name to GSI Technology in December 2003 and
reincorporated in Delaware in June 2004 under the name GSI Technology, Inc. Our principal executive offices are located at 2360 Owen Street, Santa Clara,
California, 95054 and our telephone number is (408) 980-8388.




The Offering

Common stock offered by:

GSI Technology, Inc. shares
Selling stockholders shares
Total shares
Common stock to be outstanding after this offering shares
Use of proceeds We estimate that our net proceeds from this offering, without exercise of the
overallotment option, will be approximately $ million. We intend to

use these net proceeds for general corporate purposes including working
capital. See "Use of Proceeds."

Risk factors See "Risk Factors" and other information included in this prospectus for a
discussion of factors you should carefully consider before deciding to invest
in shares our common stock.

Proposed Nasdaq National Market symbol GSIT

The number of shares of common stock to be outstanding after this offering is based on the pro forma number of shares outstanding as of March 31, 2004
and reflects the conversion of all shares of our outstanding convertible preferred stock into 15,120,168 shares of our common stock. This information excludes:

. 3,511,263 shares issuable upon the exercise of outstanding options issued under our stock option plans, with a weighted average exercise price of
$2.63 per share;

* 1,127,839 shares authorized for future issuance under our 2000 stock option plan;
. 3,000,000 shares authorized for future issuance under our 2004 equity incentive plan; and
. 500,000 shares authorized for future issuance under our 2004 employee stock purchase plan.

The number of shares authorized for future issuance under our 2004 equity incentive plan and our 2004 employee stock purchase plan reflected above
does not include shares that may be available for future issuance pursuant to the automatic share reserve increase provisions of these plans.

In addition, the underwriters have a 30-day option to purchase up to additional shares from us. Some of the disclosures in this prospectus
would be different if the underwriters exercise their overallotment option. Unless we tell you otherwise, the information in this prospectus:

° reflects the conversion of all outstanding shares of preferred stock into 15,120,168 shares of common stock upon the completion of this offering;
. gives effect to our reincorporation in Delaware; and
. assumes that the underwriters will not exercise their overallotment option.
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SUMMARY FINANCIAL DATA

The following tables provide summary financial data and should be read in conjunction with "Management's Discussion and Analysis of Financial
Condition and Results of Operations" and our financial statements and the related notes appearing elsewhere in this prospectus.

Statement of Operations Data:
Net revenues
Cost of revenues

Gross profit

Operating expenses:
Research and development

Selling, general and administrative

Total operating expenses

Income (loss) from operations
Interest and other income (expense), net

Income (loss) before income taxes
Provision for (benefit from) income taxes

Net income (loss)

Net income (loss) per share:
Basic

Diluted

Weighted average shares:
Basic

Diluted

Balance Sheet Data:

Cash and cash equivalents

Working capital

Total assets

Redeemable convertible preferred stock
Total stockholders' equity

The pro forma as adjusted information above reflects the sale of

Year Ended March 31,
2000 2001 2002 2003 2004
(in thousands, except per share data)
$ 41,820 $ 73,653 $ 24,826 $ 20,981 $ 35,419
27,434 42,424 19,133 18,477 26,619
14,386 31,229 5,693 2,504 8,800
1,627 5,097 4,848 6,206 5,500
4,080 7,377 4,883 4,500 4,152
5,707 12,474 9,731 10,706 9,652
8,679 18,755 (4,038) (8,202) (852)
58 560 779 144 182
8,737 19,315 (3,259) (8,058) (670)
3,287 7,987 (1,190) (620) —
$ 5450 $ 11,328 $ (2,069) $ (7,438) $ (670)
$ 196 $ 273 $ 0.44) $ (1.39) $ (0.12)
$ 0.26 $ 0.53 $ 0.44) $ (1.39) $ (0.12)
2,784 4,157 4,713 5,334 5,664
20,702 21,452 4,713 5,334 5,664
March 31, 2004
Pro Forma
Actual As Adjusted
(in thousands)
$ 3,488 $

18,152

30,899

9,007

$ 11,619 $

shares of common stock by us in this offering at an assumed public offering price

of $ per share, after deducting the underwriting discount and estimated offering expenses, and giving effect to the conversion of all outstanding shares of
our convertible preferred stock into 15,120,168 shares of our common stock and the application of the net proceeds of the offering.

6




RISK FACTORS

An investment in our common stock involves a high degree of risk. You should carefully consider the risks described below and all of the other
information contained in this prospectus before deciding whether to purchase our common stock. If any of the following risks actually occur, our business,
financial condition and results of operations would suffer. In such case, the trading price of our common stock could decline, and you may lose all or part of your
investment in our common stock.

Risks Related to Our Business and Our Industry
We have incurred significant losses in prior periods and may incur losses in the future.

We incurred net losses of $670,000, $7.4 million and $2.1 million for fiscal 2004, fiscal 2003 and 2002, respectively, and we may incur additional losses
in the future. Our business does not have an established record of profitability and we may not be able to achieve or sustain profitability in the future. In addition,
we expect our operating expenses to increase as we expand our business. If our revenues do not grow to offset these expected increased expenses, our business
will suffer. Our ability to increase our revenues depends on a number of factors, including:

. the rate of growth of our target markets;

° the continued market acceptance of the products of our end-users, the networking and telecommunications OEMs which incorporate our products
into their equipment;

. the competitive position of our products; and
. our ability to develop new products.

You should not consider recent quarterly revenue growth as an indication of our future performance. In fact, in future quarters we may not have any
revenue growth, or our revenues could decline. Furthermore, if our operating expenses exceed our expectations, our financial performance will be adversely
affected.

Unpredictable fluctuations in our operating results could cause our stock price to decline.

Our quarterly revenues, expenses and operating results have varied in the past and might vary significantly from quarter to quarter in the future. For
example, in the last two fiscal years, we have recorded quarterly operating income of as much as $1.1 million and quarterly operating losses of as much as
$2.3 million. We therefore believe that quarter-to-quarter comparisons of our operating results are not a good indication of our future performance, and you
should not rely on them to predict our future performance or the future performance of our stock price.

Our expenses are, to a large extent, fixed, and we expect that these expenses will increase in the future. We will not be able to adjust our spending
quickly if our revenues fall short of our expectations. If this were to occur, our operating results would be harmed. If our operating results in future quarters fall
below the expectations of market analysts and investors, the price of our common stock could fall.

We depend upon the sale of our Fast and Ultra-Fast SRAMs for all of our revenues, and a downturn in demand for our products could have a more
disproportionate impact on our revenues than if we derived revenues from a more diversified product offering.

We derive all of our revenues from the sale of our Fast and Ultra-Fast SRAMSs, and sales of these products will represent the substantial majority of our
revenues for the foreseeable future. Our business depends in large part upon continued demand for our products in the markets we currently serve, and adoption
of our products in new markets. Market adoption will be dependent upon our




ability to increase customer awareness of the benefits of our products and to prove their high performance and cost effectiveness. We may not be able to sustain or
increase our revenues from sales of our products, particularly if the networking and telecommunications markets enter into another downturn in the future. Any
decrease in revenues from sales of our products could harm our business more than it would if we offered a more diversified line of products.

We are subject to the highly cyclical nature of the networking and telecommunications markets.

Our products are incorporated into products used in the highly cyclical networking and telecommunications markets. In recent quarters, the networking
and telecommunications markets have begun to emerge from an extended period of severe contraction. During this market contraction, our operating results
sharply declined. Prior to this period of contraction, the networking and telecommunications markets experienced a period of rapid growth. During this period of
growth, a number of new telecommunications and networking companies entered the market. These new companies raised significant amounts of capital, much of
which they invested in new equipment, causing acceleration in demand for networking and telecommunications equipment, and hence, an increase in demand for
our products. We expect that the networking and telecommunications markets will continue to be highly cyclical, characterized by periods of rapid growth and
contraction. Our business and our operating results are likely to fluctuate, perhaps quite severely, as a result of this cyclicality.

Downturns in the semiconductor industry may harm our business.

The semiconductor industry is highly cyclical. The industry has experienced significant downturns, often in connection with, or in anticipation of,
maturing product cycles of both semiconductor companies' and their customers' products and declines in general economic conditions. These downturns have
been characterized by production overcapacity, high inventory levels and accelerated erosion of average selling prices. From time to time, the semiconductor
industry also has experienced periods of increased demand and production capacity constraints.

Our operating results may suffer during the down portion of these cycles. For example, the SRAM industry experienced significant declines in the
average selling prices of SRAM products during the recent downturn in the semiconductor industry. We expect similar declines to occur in the future. Downturns
in the semiconductor industry could cause our stock price to be volatile, and a prolonged decline in the industry could harm our operating results.

The average selling prices of our products are expected to decline, and if we are unable to offset these declines, our operating results will suffer.

We expect that the average unit selling prices of our products will be subject to significant pricing pressures. A reduction in average selling prices of our
products could result in reduced revenues and lower gross margins on our products. Our ability to increase our net revenues and maintain our gross margins
despite a decline in the average selling prices of our products will depend on a variety of factors, including our ability to introduce lower cost versions of our
existing products, increase unit sales volumes of these products, and introduce new products with higher prices. If we fail to accomplish any of these objectives,
our business will suffer. To reduce our costs, we may be required to implement design changes that lower our manufacturing costs, negotiate reduced purchase
prices from our foundries and assembly and test vendors, and successfully manage our manufacturing and subcontractor relationships. Because we do not operate
our own wafer foundry or assembly facilities, we may not be able to reduce our costs as rapidly as companies that operate their own foundries or facilities.
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A small number of customers account for a significant percentage of our net revenues. If any of our major customers reduce the amount they purchase
or stop purchasing our products, our operating results will suffer.

Historically, a small number of customers and end-users have accounted for a significant portion of our net revenues. A significant percentage of our
sales are made to distributors and to contract manufacturers who incorporate our products into end products for systems manufacturers, including Cisco Systems.
In fiscal 2004, SMART Modular Technologies, which operates consigned warehouses for Cisco Systems, accounted for 27.1% of our net revenues. During the
same period, distributors Impact and Avnet Logistics accounted for 18.0% and 14.0%, respectively, of our net revenues. Purchases by Cisco Systems, the largest
end-user of our products, represented approximately 25% to 30% of our net revenues in each of the past three fiscal years. Cisco Systems purchases our products
directly, through our distributors, through its contract manufacturers and through SMART Modular Technologies.

We anticipate that our operating results in any given period will continue to depend, to a significant extent, upon revenues from a small number of end-
users, distributors and contract manufacturers. We expect to continue to depend significantly on orders from our key end-users, particularly Cisco Systems, and
our future success is dependent to a large degree on the business success of these end-users over which we have no control. We do not have long-term contracts
with Cisco Systems, or our other major end-users, distributors or contract manufacturers that obligate them to purchase our products. If we fail to continue to sell
to our key end-users, distributors or contract manufacturers in sufficient quantities, the growth of our business could be harmed. If a key end-user, distributor or
contract manufacturer were to delay orders or payment or terminate its relationship with us, our business would be harmed.

A small number of customers generally account for a significant portion of our accounts receivable in any period, and if any one of them fails to pay us,
our operating results will suffer.

A small number of customers generally account for a significant portion of our accounts receivable in any period, and if any of them fails to pay us, our
operating results will suffer. For example, at March 31, 2004, SMART Modular Technologies, Avnet Logistics and Unique Technologies accounted for 17.2%,
16.9% and 14.7%, respectively, of our accounts receivable. If any of these customers do not pay us, our operating results will be harmed. Generally, we do not
require collateral from our customers.

The market for Fast and Ultra-Fast SRAMs is highly competitive.

The market for Fast and Ultra-Fast SRAMs, which are used primarily in networking and telecommunications equipment, is characterized by price
erosion, rapid technological change, cyclical market patterns and heightened foreign and domestic competition. Several of our competitors offer broader product
lines and have greater financial, technical, marketing, distribution and other resources than we have. We cannot assure you that we will be able to compete
successfully against any of these competitors. Our ability to compete successfully in this market depends on factors both within and outside of our control,
including:

. real or perceived imbalances in supply and demand of SRAMs;

° the rate at which OEMs incorporate our products into their systems;
. the success of our customers' products;

. our ability to develop and market new products;

access to advanced process technologies at competitive prices; and
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. the supply and cost of wafers.

In addition, we are vulnerable to advances in technology used by competitors to offer products that feature higher performance, lower cost or lower power
capabilities. There can be no assurance that we will be able to compete successfully in the future as to any of these factors. Our failure to compete successfully in
these or other areas could harm our business.

Our products are complex and could contain defects, which could reduce revenues or result in claims against us.

We develop complex products. Despite testing by us and our end-users, design or manufacturing errors may be found in existing or new products. These
defects could result in a delay in recognition or loss of revenues, loss of market share or failure to achieve market acceptance. These defects may also cause us to
incur significant warranty, support and repair costs, divert the attention of our engineering personnel from our product development efforts, result in a delay or
loss of market acceptance of our products and harm our relationships with our end-users. Our end-users could also seek and obtain damages from us for their
losses. A product liability claim brought against us, even if unsuccessful, would likely be time consuming and costly to defend.

In addition, wafers and other components used in our products may contain defects that are not fully recoverable from our independent wafer foundries
and other suppliers. For example, in the quarter ended March 31, 2003, we returned approximately $2.8 million of product to Taiwan Semiconductor
Manufacturing Company Limited, or TSMC, and received a credit of $2.1 million, which required us to take a charge of approximately $700,000 to cost of
revenues for manufacturing costs incurred in excess of the amount credited by TSMC.

We are dependent on the supply of wafers from independent foundries over which we have no control, and if we fail to obtain an adequate supply of
wafers, our business will be harmed.

To produce our products, we require wafers that are manufactured by independent foundries over which we have no control. If we are unable to obtain an
adequate supply of wafers from our current or any alternative sources in a timely manner, our operating results will be harmed. Our ability to increase IC
shipments is dependent on our ability to increase production through the allocation of increased wafer fabrication capacity by our existing foundries. To date, our
principal manufacturing relationship has been with TSMC from which we have obtained a substantial majority of our wafers. We also receive wafers from
WaferTech LLC, located in Washington. WaferTech is a subsidiary of TSMC. Each of our wafer foundries also supplies wafers to other IC companies, including
our competitors. We do not have supply agreements with these manufacturers, and instead obtain manufacturing services on a purchase-order basis. Our
manufacturers have no obligation to supply products to us for any specific product, in any specific quantity, at any specific price or for any specific time period. If
these suppliers experience manufacturing failures or yield shortfalls, are disrupted by natural disaster or political instability, choose to prioritize capacity for other
uses or reduce or eliminate deliveries to us, we likely will not be able to enforce fulfillment of any delivery commitments. Our wafer foundries may be unable to
supply us with sufficient quantities to meet all of our requirements. If this were to occur, we would have to allocate our products among our end-users which
would constrain our growth and might cause some of them to seek alternative sources of supply. To increase our supply of wafers, we may seek to qualify
additional manufacturing sources. The qualification process may take up to 12 months or longer and there is no assurance that we will be able to find and qualify
another manufacturer. Moreover, it is uncertain whether additional manufacturing sources would agree to deliver an adequate supply of wafers to us.
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Because we outsource our wafer manufacturing and independent wafer foundry capacity is limited, we may be required to enter into costly long-term
supply arrangements to secure foundry capacity.

We do not have long-term supply agreements with our wafer foundries but instead obtain our wafers on a purchase order basis. In order to secure wafer
supply from our current or future independent foundries, we may be required to enter into various arrangements with them, which could include:

. contracts that commit us to purchase specified quantities of wafers over extended periods;
* investments in and joint ventures with the foundries; or
. non-refundable deposits with or prepayments or loans to foundries in exchange for capacity commitments.

We may not be able to make any of these arrangements in a timely fashion or at all, and these arrangements, if any, may not be on terms favorable to us.
Moreover, if we are able to secure independent foundry capacity, we may be obligated to use all of that capacity or incur penalties. These penalties may be
expensive and could harm our financial results.

If we are unable to offset increased wafer fabrication costs by increasing the average selling prices of our products, our operating results will suffer.

If there is a significant upturn in the networking and telecommunications markets which results in increased demand for our products and competing
products, the available supply of wafers may be limited. As a result, we could be required to obtain additional manufacturing capacity in order to meet increased
demand. Securing additional manufacturing capacity may cause our wafer fabrication costs to increase. If we are unable to offset these increased costs by
increasing the average selling prices of our products, our gross margins will decline.

Any significant order cancellations or order deferrals could adversely affect our operating results.

We typically sell products pursuant to purchase orders that customers can generally cancel or defer on short notice without incurring a significant penalty.
Any significant cancellations or deferrals in the future could materially and adversely affect our business, financial condition and results of operations.
Cancellations or deferrals could cause us to hold excess inventory, which could reduce our profit margins, increase product obsolescence and restrict our ability to
fund our operations. We generally recognize revenue upon shipment of products to a customer. If a customer refuses to accept shipped products or does not pay
for these products, we could miss future revenue projections or incur significant charges against our income, which could materially and adversely affect our
operating results.

Demand for our products may decrease if our end-users and contract manufacturers experience difficulty manufacturing, marketing or selling their
products.

Our products are used as components in our end-users' networking and telecommunications products. For example, Cisco Systems, our largest end-user,
incorporates our products in a number of its networking routers and switches. Accordingly, demand for our products is subject to factors affecting the ability of
our end-users and their contract manufacturers to successfully introduce and market their products, including:

. capital spending by service providers and other enterprises who purchase our end-users' products;

* the competition our end-users face in the networking and telecommunications industries;
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. the technical, manufacturing, sales and marketing and management capabilities of our end-users and contract manufacturers;
the financial and other resources of end-users of our products and their contract manufacturers; and

. the inability of our end-users to sell their products if they infringe third party intellectual property rights.

If demand for the products offered by our end-users or their contract manufacturers decreases, they may reduce purchases of our products, which would harm our
business.

If we do not successfully develop new products to respond to rapid market changes due to changing technology and evolving industry standards,
particularly in the networking and telecommunications markets, our business will be harmed.

If we fail to offer technologically advanced products and respond to technological advances and emerging standards, we may not generate sufficient
revenues to offset our development costs and other expenses, which will hurt our business. The development of new or enhanced products is a complex and
uncertain process that requires the accurate anticipation of technological and market trends. In particular, the networking and telecommunications markets are
rapidly evolving and new standards are emerging. We may experience development, marketing and other technological difficulties that may delay or limit our
ability to respond to technological changes, evolving industry standards, competitive developments or end-user requirements. For example, because we have
limited experience developing IC products other than Fast and Ultra-Fast SRAMs, our efforts to introduce new products may not be successful and our business
may suffer. Other challenges that we face include:

. our products may become obsolete upon the introduction of alternative technologies;

° we may incur substantial costs if we need to modify our products to respond to these alternative technologies;

. we may not have sufficient resources to develop or acquire new technologies or to introduce new products capable of competing with future
technologies;

. new products that we develop may not successfully integrate with our end-users' products into which they are incorporated;

we may be unable to develop new products that incorporate emerging industry standards;
. we may be unable to develop or acquire the rights to use the intellectual property necessary to implement new technologies; and

. when introducing new or enhanced products, we may be unable to manage effectively the transition from older products.

We may experience difficulties in transitioning to smaller geometry process technologies and other more advanced manufacturing process technologies
and that may result in reduced manufacturing yields, delays in product deliveries and increased expenses.

In order to remain competitive, we expect to continue to transition the manufacture of our products to smaller geometry process technologies. This
transition will require us to migrate to new manufacturing processes for our products and redesign certain products. We periodically evaluate the benefits, on a
product-by-product basis, of migrating to smaller geometry process technologies to reduce our costs and increase performance, and we have designed products to
be manufactured using 90 nanometer geometry process technologies. We may experience difficulty in transitioning to smaller geometry process technologies or
new manufacturing processes. These difficulties could result in
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reduced manufacturing yields, delays in product deliveries and increased expenses. We are dependent on our relationships with our wafer foundries to transition
successfully to smaller geometry process technologies and to more advanced manufacturing processes. We cannot assure you that our wafer foundries will be able
to effectively manage the transition or that we will be able to maintain our relationships with our foundries. If we or our wafer foundries experience significant
delays in this transition or fail to implement these transitions, our business, financial condition and results of operations could be materially and adversely
affected.

Our products have lengthy sales cycles that make it difficult to plan our expenses and forecast results.

Our products are generally incorporated in our end-users' products at the design stage. However, their decisions to use our products often require
significant expenditures by us without any assurance of success, and often precede volume sales, if any, by a year or more. If an end-user decides at the design
stage not to incorporate our products into their products, we will not have another opportunity for a design win with respect to that customer's product for many
months or years, if at all. Our sales cycle can take up to 24 months to complete, and because of this lengthy sales cycle, we may experience a delay between
increasing expenses for research and development and our sales and marketing efforts and the generation of volume production revenues, if any, from these
expenditures. Moreover, the value of any design win will largely depend on the commercial success of our end-user's products. There can be no assurance that we
will continue to achieve design wins or that any design win will result in future revenues.

Our business will suffer if we are unable to protect our intellectual property.

Our success and ability to compete depends in large part upon protecting our proprietary technology. We rely on a combination of trade secret, copyright
and trademark laws and non-disclosure and other contractual agreements to protect our proprietary rights. These agreements and measures may not be sufficient
to protect our technology from third party infringement, or to protect us from the claims of others. In addition, we do not have any patents or registered
trademarks. Monitoring unauthorized use of our products is difficult and we cannot be certain that the steps we have taken will prevent unauthorized use of our
technology, particularly in foreign countries where the laws may not protect our proprietary rights as fully as in the United States. Our attempts to enforce our
intellectual property rights could be time consuming and costly. Litigation may be necessary in order to enforce our intellectual property rights, to protect our
trade secrets, to determine the validity and scope of the proprietary rights of others or to defend against claims of infringement. If competitors are able to use our
technology, our ability to compete effectively could be harmed.

We could become subject to claims and litigation regarding intellectual property rights, which could seriously harm our business and require us to incur
significant costs.

If we infringe the proprietary rights of others, we could be forced to either seek a license to those intellectual property rights or alter our products so that
they no longer infringe upon other's proprietary rights. Any license could be very expensive to obtain or may not be available at all. In 2002, we settled patent
litigation filed against us by one of our competitors, and obtained a license from that competitor in connection with the settlement. Similarly, changing our
products or processes to avoid infringing the rights of others may be costly or impractical. Litigation resulting from claims that we are infringing others propriety
rights could result in substantial costs and diversion of resources and could have a material adverse effect on our business, financial condition and results of
operations. If any claims received in the future were to be upheld, the consequences to us would be severe and could require us to:

. stop selling our products that incorporate the challenged intellectual property;
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. obtain a license to sell or use the relevant technology, which license may not be available on reasonable terms or at all;
* pay damages; or
. redesign those products that use the disputed technology.

If we are forced to take any of the foregoing actions, our business could be severely harmed.

As our business grows, such growth may place a significant strain on our management and operations and, as a result, our business might not succeed.

Our ability to grow successfully requires an effective planning and management process. We plan to continue to expand our business and our growth
could place a significant strain on our management systems, infrastructure and other resources. To manage our growth effectively, we must invest the necessary
capital and continue to improve and expand our systems and infrastructure in a timely and efficient manner. Those resources might not be available when we need
them, which would limit our growth. Our officers have limited experience in managing large or rapidly growing businesses. In addition, the majority of our
management has no experience in managing a public company or communicating with securities analysts and public company investors. Our controls, systems
and procedures might not be adequate to support a growing public company. If our management fails to respond effectively to changes in our business, our
business might not succeed.

Our international business exposes us to additional risks.
Products provided to our international customers accounted for 54.7% and 47.6% of our net revenues in fiscal 2004 and fiscal 2003, respectively.

Moreover, a substantial portion of our products is manufactured and tested in Taiwan. We intend to expand our international business in the future. Conducting
business outside of the United States subjects us to additional risks and challenges, including:

. compliance with a wide variety of foreign laws and regulations;

* legal uncertainties regarding taxes, tariffs, quotas, export controls, export licenses and other trade barriers;

. political and economic instability in, or foreign conflicts that involve or affect, the countries of our customers;
. difficulties in collecting accounts receivable and longer accounts receivable payment cycles;

* difficulties in staffing and managing personnel, distributors and representatives;

. reduced protection for intellectual property rights in some countries; and

. fluctuations in freight rates and transportation disruptions.

Moreover, our reporting currency is the U.S. dollar. However, a significant portion of our operating expenses is denominated in currencies other than the U.S.
dollar, primarily the new Taiwanese dollar. As a result, appreciation or depreciation of other currencies in relation to the U.S. dollar could result in material
transaction or translation gains or losses that could reduce our operating results. We do not currently engage in currency hedging activities.
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Our third-party foundries and other subcontractors and many of our customers are located in the Pacific Rim, an area subject to significant earthquake
risk and adverse consequences related to the outbreak of SARS and other epidemics.

All of the principal foundries that manufacture our products and all of the principal subcontractors that assemble and test our products are located in
Taiwan. Many of our customers are also located in the Pacific Rim. The risk of an earthquake in these Pacific Rim locations is significant. The occurrence of an
earthquake or other natural disaster near these foundries or subcontractors could result in damage, power outages and other disruptions that impair their
production and assembly capacity. Any disruption resulting from such events could cause significant delays in the production or shipment of our products until
we are able to shift our manufacturing, assembling, packaging or production testing from the affected contractor to another third-party vendor. While we have
some foundry capacity in the United States, we may not be able to increase our foundry capacity in the United States, or obtain other alternate foundry capacity
on favorable terms, if at all. The outbreak of SARS in the past curtailed travel to and from certain countries, primarily in the Asia-Pacific region, and limited
travel within those countries. In addition, outbreaks of disease or other disasters could limit demand for our products.

Changes in Taiwan's political, social and economic environment may affect our business performance.

Because much of the manufacturing and testing of our products is conducted in Taiwan, our business performance may be affected by changes in
Taiwan's political, social and economic environment. For example, any political instability resulting from the relationship among the United States, Taiwan and
the People's Republic of China could damage our business. Moreover, the role of the Taiwanese government in the Taiwanese economy is significant. Taiwanese
policies toward economic liberalization, and laws and policies affecting technology companies, foreign investment, currency exchange rates, taxes and other
matters could change, resulting in greater restrictions on our ability and our suppliers' ability to do business and operate facilities in Taiwan. If any of these risks
were to occur, our business could be harmed and our stock price could decline.

Our success depends on our ability to develop and manage our indirect distribution channels.

Our success depends on our ability to develop and manage our indirect distribution channels. Our existing or future channel distributors may choose to
devote greater resources to marketing and supporting the products of other companies. Since we sell through multiple channels and distribution networks, we may
have to resolve potential conflicts between these channels. For example, these conflicts may result from the different discount levels offered by multiple channel
distributors to their customers or, potentially, from our direct sales force targeting the same equipment manufacturer accounts as our indirect channel distributors.
These conflicts may harm our business or reputation.

We are substantially dependent on the continued services and performance of our senior management and other key personnel.

Our future success is substantially dependent on the continued services and continuing contributions of our senior management and other key personnel,
particularly our President and Chief Executive Officer and our Vice President of Engineering. Loss of the services of any of our executive officers or other key
employees could significantly delay or prevent the achievement of our development and strategic objectives. Our management team must work together
effectively in order to design our products, expand our business, increase our revenues and improve our operating results. We do not maintain key person
insurance on any of our executive officers.
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If we are unable to recruit or retain qualified personnel, our business and product development efforts could be harmed.

‘We must continue to identify, recruit, hire, train, retain and motivate highly skilled technical, managerial, sales and marketing and administrative
personnel. Competition for these individuals is intense, and we may not be able to successfully recruit, assimilate or retain sufficiently qualified personnel. We
may encounter difficulties in recruiting and retaining a sufficient number of qualified engineers, which could harm our ability to develop new products and
adversely impact our relationships with existing and future end-users at a critical stage of development. The failure to recruit and retain necessary technical,
managerial, sales, marketing and administrative personnel could harm our business and our ability to obtain new end-users and develop new products.

‘We may need to raise additional capital in the future, which may not be available on favorable terms or at all, and which may cause dilution to existing
stockholders.

We may need to seek additional funding in the future. We do not know if we will be able to obtain additional financing on favorable terms, if at all. If we
cannot raise funds on acceptable terms, if and when needed, we may not be able to develop or enhance our products, take advantage of future opportunities or
respond to competitive pressures or unanticipated requirements, and we may be required to reduce operating costs which could seriously harm our business. In
addition, if we issue equity securities, our stockholders may experience additional dilution or the new equity securities may have rights, preferences or privileges
senior to those of our common stock.

Our reported financial results may be adversely affected by changes in accounting principles generally accepted in the United States.

We prepare our financial statements in conformity with accounting principles generally accepted in the United States. These accounting principles are
subject to interpretation by the Financial Accounting Standards Board, the American Institute of Certified Public Accountants, the Securities and Exchange
Commission and various bodies formed to interpret and create appropriate accounting principles. A change in these principles or interpretations could have a
significant effect on our reported financial results, and could affect the reporting of transactions completed before the announcement of a change.

Being a public company will increase our administrative costs.

As a public company, we will incur significant legal, accounting and other expenses that we did not incur as a private company. In addition, the Sarbanes-
Oxley Act of 2002 that became law in July 2002, as well as new rules subsequently adopted by the Securities and Exchange Commission and the Nasdaq National
Market, have required significant changes in the corporate governance practices of public companies. We expect these new rules and regulations to increase our
legal and financial compliance costs, and to make some activities more difficult, time consuming and/or costly. For example, as a result of becoming a public
company, we have created several board committees and adopted additional internal controls and disclosure controls and procedures. We have also retained a
transfer agent, a bank note company and a financial printer, adopted an insider trading policy and will have all of the internal and external costs of preparing and
distributing periodic public reports in compliance with our obligations under the securities laws. We also expect these new rules and regulations to make it more
difficult and more expensive for us to obtain director and officer liability insurance, and we may be required to accept reduced coverage or incur substantially
higher costs to obtain coverage. These new rules and regulations could also make it more difficult for us to attract and retain qualified members of our Board of
Directors, particularly to serve on our audit committee, and qualified executive officers.
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Risks Related to this Offering
There has been no prior market for our common stock and the price of our common stock may decline after this offering.
Before this offering, there has not been a public market for our common stock and the trading price of our common stock may decline below the initial
public offering price. The initial public offering price will be determined by negotiations between us and the representatives of the underwriters and may not be

indicative of prices that prevail in the trading market.

An active trading market may not develop and you may not be able to resell the shares you purchase at or above the initial public offering price, or at all.
The trading price of our common stock may fluctuate significantly in response to a number of factors, some of which are beyond our control, including:

. actual or anticipated declines in operating results;
* changes in financial estimates or recommendations by securities analysts;
. announcements by us or our competitors of financial results, new products, significant technological innovations, contracts, acquisitions, strategic

relationships, joint ventures, capital commitments or other events;

. the gain or loss of significant orders or customers;
N recruitment or departure of key personnel; and
. market conditions in our industry, the industries of our customers and the economy as a whole.

If securities analysts do not publish research or reports about our business, our stock price could decline.

The trading market for our common stock will rely in part on the research and reports that industry or financial analysts publish about us or our business.
Other companies in our industry and market are larger, established, publicly traded companies. As a result, it may be difficult for us to attract analyst coverage. If
we should be unable to attract analyst coverage or if one or more of these analysts should cease coverage of our company, our visibility in the financial market
would suffer, which in turn could cause our stock price to decline. Furthermore, if one or more of the analysts who cover us downgrade our stock, our stock price
would likely decline rapidly.

The price of our stock may be volatile, which could harm our business or stockholders and result in litigation.

In recent years the stock market in general, and the market for technology stocks in particular, have experienced extreme price fluctuations, which have
often been unrelated to the operating performance of affected companies. The market price of our common stock might experience significant fluctuations in the
future, including fluctuations unrelated to our performance. These fluctuations could materially adversely affect our business relationships, our ability to obtain
future financing on favorable terms or otherwise harm our business. In addition, in the past, securities class action litigation has often been brought against a
company following periods of volatility in the market price of its securities. This risk is especially acute for us because the extreme volatility of market prices of
technology companies has resulted in a larger number of securities class action claims against them. Due to the potential volatility of our stock price, we may in
the future be the target of similar litigation. Securities litigation could result in substantial costs and divert management's attention and resources. This could harm
our business and cause the value of our stock to decline.
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We have no specific plan for the use of the net proceeds, and our investment of the net proceeds may not yield a favorable return.

We plan to use most of the net proceeds from this offering for general corporate purposes, including working capital. We may use the net proceeds in
ways with which our stockholders may not agree or that prove to be disadvantageous to our stockholders. We may not be able to invest the net proceeds of this
offering in a manner that yields a favorable return, which could harm our financial position and cause the value of our stock to decline.

After this offering we will continue to be controlled by our executive officers, directors and major stockholders, whose interests may conflict with yours.

Upon completion of this offering, our executive officers, directors and major stockholders will beneficially own approximately % of our outstanding
common stock, based on shares outstanding as of March 31, 2004. As a result, these stockholders will be able to exercise control over all matters requiring
stockholder approval, including the election of directors and approval of significant corporate transactions, which could have the effect of delaying or preventing
a third party from acquiring control over or merging with us.

The provisions of our charter documents might inhibit potential acquisition bids that a stockholder might believe are desirable, and the market price of
our common stock could be lower as a result.

Upon completion of this offering, our Board of Directors will have the authority to issue up to 5,000,000 shares of preferred stock. Our Board of
Directors can fix the price, rights, preferences, privileges and restrictions of the preferred stock without any further vote or action by our stockholders. The
issuance of shares of preferred stock might delay or prevent a change in control transaction. As a result, the market price of our common stock and the voting and
other rights of our stockholders might be adversely affected. The issuance of preferred stock might result in the loss of voting control to other stockholders. We
have no current plans to issue any shares of preferred stock. Our charter documents also contain other provisions which might discourage, delay or prevent a
merger or acquisition, including:

. only one of the three classes of directors is elected each year;
our stockholders have limited rights to remove directors without cause;
. our stockholders have no right to act by written consent;

. our stockholders have limited rights to call a special meeting of stockholders; and

stockholders must comply with advance notice requirements to nominate directors or submit proposals for consideration at stockholder meetings.
These provisions could also have the effect of discouraging others from making tender offers for our common stock. As a result, these provisions might
prevent the market price of our common stock from increasing substantially in response to actual or rumored takeover attempts. These provisions might also
prevent changes in our management.
You will experience immediate and substantial dilution in the book value of your shares.
The price for each share in the initial public offering is substantially higher than the book value per share of our outstanding common stock immediately
after the offering. Accordingly, if you purchase common stock in the offering, you will incur immediate and substantial dilution of approximately

$ in the book value of our common stock assuming an initial price of $ per share for our common stock.
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In addition, you will experience additional dilution upon the exercise of outstanding options, and options that may be granted in the future. As of
March 31, 2004, there were 3,511,263 shares issuable upon the exercise of oustanding options with a weighted average exercise price of $2.63. We have also
reserved an aggregate of 3,500,000 shares for future issuance under our 2004 equity incentive plan and 2004 employee stock purchase plan.

There are a large number of shares of our common stock that may be sold in the market following this offering, which may depress the market price of
our common stock.

The market price of our common stock could decline as a result of sales of substantial amounts of our common stock in the public market after the
completion of this offering, or the perception that those sales could occur. These sales or the possibility that they may occur also could make it more difficult for
us to raise funds through future offerings of common stock. The number of shares of common stock available for sale in the public market is limited by
restrictions under federal securities laws. In addition, we and the holders of over 94% of our common stock, including all of our executive officers and directors,
have agreed not to sell shares of our common stock without the consent of the underwriters for 180 days after the day of this prospectus. Merrill Lynch & Co.
may, however, in its sole discretion and without notice, release all or any portion of the shares from the restrictions in these lock-up agreements.

Shares of our common stock will become eligible for future sale in the public market as follows:

Number of Shares Date Eligible

immediately as of the date of this prospectus

180 days after the date of this prospectus, upon
expiration of the lock-up agreements

We intend to register on a Form S-8 registration statements under the Securities Act of 1933 a total of approximately 3,500,000 shares of common stock
reserved for issuance under our stock option and employee stock purchase plans. As of March 31, 2004, there were outstanding options to purchase 3,511,263
shares of common stock, of which options to purchase 1,946,717 shares were vested and exercisable.
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements. We have based these forward-looking statements largely on our current expectations and
projections about future events and financial trends affecting the financial condition of our business. These forward-looking statements are subject to a number of
risks, uncertainties and assumptions about us, including among other things:

. general economic and business conditions, both nationally and internationally;

° our expectations and estimates concerning future financial performance, financing plans and the impact of competition;
. anticipated trends in our business;

. existing and future regulations affecting our business; and

° other risk factors set forth under Risk Factors in this prospectus.

In addition, in this prospectus, the words believe, may, will, estimate, continue, anticipate, intend, expect, could, plan and similar expressions, as they
relate to us, our business or our management, are intended to identify forward-looking statements.

We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise after the date of this prospectus. In light of these risks and uncertainties, the forward-looking events and circumstances discussed in this prospectus may

not occur and actual results could differ materially from those anticipated or implied in the forward-looking statements.
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USE OF PROCEEDS

At an assumed public offering price of $ per share, we will receive $ million from our sale of  shares of common stock in this offering, after
deducting estimated offering expenses of approximately $  million and the underwriting discount. At an assumed public offering price of $ per share, the
selling stockholders will receive $  million from their sale of ~ shares of our common stock in this offering, after deducting the underwriting discount. We will
not receive any portion of the net proceeds received by the selling stockholders from the sale of their shares. If the underwriters exercise their overallotment
option in full, we will receive an additional $ million in net proceeds at a public offering price of $ per share.

The principal purposes of this offering are to obtain additional capital, establish a public market for our common stock and facilitate our future access to
public capital markets. We intend to use the net proceeds of this offering for working capital and other general corporate purposes, including capital expenditures
and research and development. We may use a portion of the net proceeds to acquire businesses, products or technologies that are complementary to our current or
future business and product lines; however, we have never made an acquisition and currently have no specific acquisitions planned. Our management will have
significant flexibility in applying the net proceeds of this offering. Pending such uses, we will invest the net proceeds of this offering in investment grade,
interest-bearing securities.

DIVIDEND POLICY
We have never declared or paid cash dividends on our common stock. We currently intend to retain future earnings to finance the growth and
development of our business, and we do not anticipate declaring paying any cash dividends in the foreseeable future. Our line of credit with Chiao Tung Bank

prohibits us from paying cash dividends without consent of the bank.
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CAPITALIZATION
The following table sets forth our cash and cash equivalents and capitalization as of March 31, 2004:
o on an actual basis;

. on a pro forma basis, giving effect to the conversion of all outstanding shares of our redeemable convertible preferred stock into 15,120,168 shares
of common stock; and

. on a pro forma basis as adjusted to reflect the sale of shares of common stock by us in this offering, at an assumed initial public offering
price of $ per share and after deducting the underwriting discount and estimated offering expenses payable by us and the application of the net
proceeds of this offering as described under "Use of Proceeds."

This capitalization table should be read together with "Selected Financial Data" and "Management's Discussion and Analysis of Financial Condition and
Results of Operations" and our financial statements and related notes included elsewhere in this prospectus.

As of March 31, 2004
Pro Forma
Actual Pro Forma As Adjusted
(in thousands, except share data)
Cash and cash equivalents $ 3,488 $ 3,488 $
Redeemable convertible preferred stock, no par value;
20,000,000 shares authorized, 15,120,168 shares issued and outstanding, actual; no shares
authorized, issued or outstanding, pro forma or pro forma as adjusted 9,007 — —
Stockholders' equity:
Preferred stock, $0.001 par value; no shares authorized, issued or outstanding, actual;
5,000,000 shares authorized, no shares issued or outstanding, pro forma and pro forma as
adjusted — — —
Common stock, $0.001 par value; 150,000,000 shares authorized, actual, pro forma and pro
forma as adjusted; 6,069,550 shares issued and outstanding, actual; 21,189,718 shares issued
and outstanding, pro forma; shares issued and outstanding, pro forma as adjusted 6 21
Additional paid-in capital 6,244 15,236
Deferred stock-based compensation (352) (352) (352)
Retained earnings 5,721 5,721 5,721
Total stockholders' equity 11,619 20,626
Total capitalization $ 20,626 $ 20,626 $
The information above excludes:
. 3,511,263 shares issuable upon the exercise of options outstanding as of March 31, 2004 under our 1997 and 2000 stock option plans, with a

weighted average exercise price of $2.63 per share;

. 1,127,839 shares authorized for future issuance under our 2000 stock option plan;
. 3,000,000 shares authorized for future issuance under our 2004 equity incentive plan; and
. 500,000 shares authorized for future issuance under our 2004 employee stock purchase plan.

The number of shares authorized for future issuance under our 2004 equity incentive plan and 2004 employee stock purchase plan reflected above does
not include shares that may be available for future issuance pursuant to the automatic share reserve increase provisions of these plans. The share reserve for our
2004 equity incentive plan will automatically increase on April 1 of each year, from 2006 to 2014, by an amount equal to the lesser of (a) five percent of the
number of shares issued and outstanding as of the immediately preceding March 31, or (b) 1,500,000 shares. The share reserve for our 2004 employee stock
purchase plan will automatically increase on April 1 of each year, from 2006 to 2014, by an amount equal to the lesser of (x) one percent of the number of shares
issued and outstanding as of the immediately preceding March 31, or (y) 250,000 shares.
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DILUTION

Purchasers of our common stock in this offering will experience immediate and substantial dilution in the pro forma net tangible book value of their
common stock. The pro forma net tangible book value of our common stock as of March 31, 2004 was $20.6 million, or $0.97 per share. Pro forma net tangible
book value per share represents the amount of our total assets, excluding net intangible assets, less our total liabilities, divided by the total number of shares of
common stock outstanding, after giving effect to the conversion of all outstanding shares of convertible preferred stock into an aggregate of 15,120,168 shares of
common stock. Dilution in pro forma net tangible book value per share represents the difference between the amount per share paid by investors in this offering
and the pro forma net tangible book value per share of our common stock immediately after the offering. After giving effect to our sale of shares of
common stock in this offering, at an assumed initial public offering price of $ per share, and after deducting the underwriting discount and estimated offering
expenses payable by us, the pro forma net tangible book value of our common stock would have been $ million, or $ per share. This represents an immediate
increase in net tangible book value of $ per share to existing stockholders and an immediate dilution of $ per share to new investors. The following table
illustrates this per share dilution:

Assumed initial public offering price $
Pro forma net tangible book value as of March 31, 2004 $ 0.97
Increase per share attributable to new investors

Pro forma as adjusted net tangible book value after the offering

Dilution to new public investors $

The following table summarizes, on a pro forma as adjusted basis, as of March 31, 2004:

. the number of shares of common stock purchased from us;

. the total consideration paid to us;

. the average price per share paid by existing stockholders; and

. the price per share paid by new investors in this offering at an assumed public offering price of $ , before deducting the underwriting discount

and estimated offering expenses payable by us.

Shares Purchased Total Consideration
Average Price
Number Percent Amount Percent Per Share
Existing stockholders 21,189,718 % $ 9,422,675 % $ 0.44
New investors
Total 100.0% $ 100.0%

If the underwriters' overallotment option is exercised in full, the number of shares held by new investors would increase to , or % of the
total shares of common stock outstanding after this offering. After giving effect to the exercise of the underwriters' overallotment option in full, the pro forma net
tangible book value of our common stock would be $ million, or $ per share. This would represent an immediate increase in net tangible book value of
$ per share to existing stockholders and an immediate dilution of $ per share to new investors.

The information in the above table excludes 3,511,263 shares issuable upon exercise of options outstanding at March 31, 2004 under our 1997 and our
2000 stock option plans, with a weighted average exercise price of $2.63 per share. To the extent these options are exercised or, additional shares
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are issued under these plans, there will be further dilution to the new investors. Assuming the exercise of all outstanding options as of March 31, 2004:

. the pro forma net tangible book value of our common stock would have been $0.84 per share (or $ , if the underwriters' overallotment
option is exercised in full), representing an immediate dilution of $ per share to new investors (or $ , if the underwriters' overallotment
option is exercised in full);

* the number of shares purchased by existing stockholders would have been 24,700,981;
. the total consideration paid by existing stockholders would have been $18,665,848; and
. the average price per share paid by existing stockholders would have been $0.76.
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SELECTED FINANCIAL DATA

You should read the following selected financial data in conjunction with "Management's Discussion and Analysis of Financial Condition and Results of
Operations" and our financial statements and the related notes included elsewhere in this prospectus. The statement of operations data set forth below for the
fiscal years ended March 31, 2002, 2003 and 2004 and the balance sheet data as of March 31, 2003 and 2004 are derived from, and are qualified by reference to,
our audited financial statements included elsewhere in this prospectus. The statement of operations data set forth below for the fiscal years ended March 31, 2000
and 2001 and the balance sheet data as of March 31, 2000, 2001 and 2002 are derived from audited financial statements not included in this prospectus.

Year Ended March 31,

2000 2001 2002 2003 2004

(in thousands, except per share data)

Statement of Operations Data:

Net revenues $ 41,820 $ 73,653 $ 24,826 $ 20,981 $ 35,419
Cost of revenues 27,434 42,424 19,133 18,477 26,619
Gross profit 14,386 31,229 5,693 2,504 8,800

Operating expenses:

Research and development 1,627 5,097 4,848 6,206 5,500
Selling, general and administrative 4,080 7,377 4,883 4,500 4,152
Total operating expenses 5,707 12,474 9,731 10,706 9,652
Income (loss) from operations 8,679 18,755 (4,038) (8,202) (852)
Interest and other income (expense), net 58 560 779 144 182
Income (loss) before income taxes 8,737 19,315 (3,259) (8,058) (670)
Provision for (benefit from) income taxes 3,287 7,987 (1,190) (620) —
Net income (loss) $ 5,450 $ 11,328 $ (2,069) $ (7,438) $ (670)

Net income (loss) per share:
Basic $ 1.96 $ 273 $ (0.44) $ (1.39) $ (0.12)

Diluted $ 0.26 $ 0.53 $ (0.44) $ (1.39) $ (0.12)

Weighted average shares:

Basic 2,784 4,157 4,713 5,334 5,664
Diluted 20,702 21,452 4,713 5,334 5,664
March 31,
2000 2001 2002 2003 2004

(in thousands)

Balance Sheet Data:

Cash and cash equivalents $ 2,445 $ 9,478 $ 9,334 $ 6,150 $ 3,488
Working capital 13,341 25,066 24,896 17,694 18,152
Total assets 23,432 49,915 32,504 23,803 30,899
Redeemable convertible preferred stock 8,551 9,007 9,007 9,007 9,007
Total stockholders' equity $ 5,866 $ 18,663 $ 18,033 $ 11,696 $ 11,619
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MANAGEMENT"'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains forward-looking statements that involve risks and uncertainties. Our actual results could differ substantially from
those anticipated in these forward-looking statements as a result of many factors, including those set forth under "Risk Factors" and elsewhere in this prospectus.
The following discussion should be read together with our financial statements and the related notes included elsewhere in this prospectus.

Overview

We are a fabless semiconductor company that designs, develops and markets Fast and Ultra-Fast SRAM ICs for the networking and telecommunications
markets. We were founded in March 1995 to develop SRAMs targeted primarily at the personal computer, or PC, market. We shipped our first products in
commercial volumes in fiscal 1998. During that year, we changed our focus from marketing commodity SRAMs in the highly competitive PC market and
concentrated our efforts on the development of advanced Fast and Ultra-Fast SRAMs for the networking and telecommunications markets. Subsequent to fiscal
1998, product sales in these markets have represented approximately 80% to 90% of our net revenues. We are subject to the highly cyclical nature of the
semiconductor industry which has experienced significant fluctuations, often in connection with fluctuations in demand for the products in which ICs are used.
Beginning in fiscal 2001, the networking and telecommunications markets experienced an extended period of severe contraction. During this market contraction,
our operating results sharply declined. In recent quarters, demand for networking and telecommunications equipment has accelerated and as a result, our
operating results have improved.

Revenues. Our revenues are derived from sales of our Fast and Ultra-Fast SRAM products. Sales to networking and telecommunications end-users
accounted for 70% to 80% of our net revenues during our last three fiscal years. We also sell our products to end-users for professional audio applications such as
sound mixing systems, to automotive end-users for applications such as smart cruise control and voice recognition systems, to test and measurement end-users for
applications such as high-speed testers, and to defense contractors for applications such as radar and guidance systems. As is typical in the semiconductor
industry, the selling prices of our products generally decline over the life of the product. Our ability to increase net revenues, therefore, is dependent upon our
ability to increase unit sales volumes of existing products and to introduce and sell new products with higher average selling prices in quantities sufficient to
compensate for the anticipated declines in selling prices of our more mature products. Our ability to increase unit sales volumes is dependent primarily upon
increases in customer demand but, particularly in periods of increasing demand, can also be affected by our ability to increase production through the availability
of increased wafer fabrication capacity by our independent wafer foundries and our ability to increase the number of integrated circuit die produced from each
wafer through die size reductions and yield enhancement activities.

We sell our products through our direct sales force, international and domestic sales representatives and distributors. Revenues from product sales are
generally recognized upon shipment, net of sales returns and allowances. Sales to distributors that have product return or price protection rights are recorded as
deferred revenues for financial reporting purposes and recognized as revenues when the products are sold by the distributors to the end-user.

Historically, a small number of customers have accounted for a substantial portion of our net revenues, and we expect that significant customer
concentration will continue for the foreseeable future. Many of our end-users use contract manufacturers to manufacture their equipment. Accordingly, a
significant percentage of our net revenues are derived from sales to these contract manufacturers and to consigned warehouses who purchase products from us for
use by contract
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manufacturers. In addition, a significant portion of our sales are made to foreign and domestic distributors who resell our products to end-users, as well as their
contract manufacturers. Direct sales to contract manufacturers and consigned warehouses accounted for 38.8%, 39.3% and 31.7% of our net revenues for fiscal
2004, 2003 and 2002, respectively. Sales to foreign and domestic distributors accounted for 46.7%, 40.0% and 40.1% of our net revenues for fiscal 2004, 2003
and 2002, respectively. For the periods indicated below, the following direct customers accounted for 10% or more of our net revenues:

Year Ended
March 31,
2002 2003 2004
Contract Manufacturers:
Celestica — 21.5% —
Flextronics 18.6% — —
Solectron — 10.2 —
Consigned Warehouses:
SMART Modular Technologies — — 27.1%
Distributors:
Avnet Logistics 12.2 — 14.0
Impact — 13.4 18.0

Based on information provided to us by contract manufacturers, consigned warehouses and distributors, purchases by Cisco Systems, the largest end-user of our
products, represented approximately 25% to 30% of our net revenues in each of the past three fiscal years. Cisco Systems purchases our products directly, through
our distributors and through its contract manufacturers and consigned warehouses. A consigned warehouse is an independent entity used by an OEM for the
purpose of managing the OEM's inventory. Cisco Systems is our only end-user that purchases our products through a consigned warehouse.

A significant portion of our net revenues are derived from sales to customers located outside the United States. The percentage of our net revenues by
country are set forth in the following table:

Year Ended
March 31,
2002 2003 2004
United States 64.4% 52.4% 45.3%
China 8.5 32.6 22.8
Malaysia 2.0 0.3 19.6
Rest of the world 25.1 14.7 12.3
Total 100.0% 100.0% 100.0%

We expect that as more of our OEM end-users move their operations overseas, particularly to China and elsewhere in the Pacific Rim, our net revenues derived
from sales to customers located outside the United States will increase.

Cost of Revenues. Our cost of revenues consists primarily of wafer fabrication costs, wafer sort, assembly, test and burn-in expenses and the cost of
materials and overhead from operations. Substantially all of our manufacturing operations are outsourced. Accordingly, most of our cost of revenues consists of
payments to independent wafer foundries and contract assembly and test houses. Because we do not have long-term, fixed-price supply contracts, our wafer and
other outsourced
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manufacturing costs are subject to the cyclical fluctuations in demand for semiconductors. As a result of the recent acceleration in demand for networking and
telecommunications equipment, the related increase in demand for many of our lower density products, and our need to secure additional manufacturing capacity
in an increasingly competitive market, we expect that our wafer fabrication costs will increase by approximately 10% for these lower density products over the
next several quarters. Due to the strong demand for these products in the near term, we believe that we will be able to recover most, if not all, of these increased
costs by increasing the selling prices of our products. Cost of revenues also includes expenses related to product engineering, supply chain management, quality
assurance, final product testing and documentation control activities conducted at our headquarters in Santa Clara, California and our branch operations in
Taiwan.

A significant percentage of our Fast and Ultra-Fast SRAMs are manufactured by independent wafer foundries and subcontractors located in Taiwan. In
the past we were subject to anti-dumping proceedings in which a competitor alleged that our Taiwan-manufactured products were being sold in the United States
at less than their fair value. In April 1998, the United States Department of Commerce, or DOC, issued an anti-dumping order and imposed a duty of 12.1% of the
value of our Taiwan-manufactured products imported for sale in the United States, retroactive to October 1997. The duty was subsequently increased to 51.3% on
products imported for sale between October 1998 and March 1999. We continued to accrue duties at the rate of 51.3% on Taiwan-manufactured products
imported for sale subsequent to March 1999. These duties were recorded as a cost of revenues as products subject to the duties were sold. In August 2000, the
Court of International Trade issued a ruling that our Taiwan-manufactured products do not materially injure, or threaten to injure, the U.S. industry. In
January 2002, the DOC revoked its anti-dumping order, retroactive to October 1997 and the United States Customs Service, or USCS, was ordered to refund, with
interest, all duties deposited under the 1998 anti-dumping order. We had paid an aggregate of $3.9 million through the date of the refund order, of which
$2.2 million had been charged to cost of revenues during the period from the 1998 anti-dumping order dated through March 31, 2001. The balance of the
payments of $1.8 million were reclassified to a receivable from USCS on the date of the refund order. We received $3.5 million of refunds during the year ended
March 31, 2002, of which $2.2 million was credited to cost of revenues, $396,000 was credited to interest income and $985,000 was credited to the receivable
from USCS. We received $876,000 of refunds during fiscal 2003, of which $792,000 was credited to the receivable and $84,000 was credited to interest income.

Gross Profit. Our gross profit margins vary among our products and are generally higher on our higher density products and, within a particular
density, higher on our higher speed and industrial temperature products. We expect that our overall gross margins will fluctuate from period to period as a result
of shifts in product mix, changes in average selling prices and our ability to control our cost of revenues, including costs associated with outsourced wafer
fabrication and product assembly and testing. Although we expect the average selling prices of our products to decline over time, we believe that, over the next
several quarters, our average selling prices, particularly with respect to our lower density products for which demand in recent quarters has increased, may hold
steady or rise. As noted above, we also believe that we will be able to offset anticipated increases in manufacturing costs over the next several quarters by
increasing the selling prices of our products.

Research and Development. Research and development expenses consist primarily of salaries and related expenses for design engineers and other
technical personnel, the cost of developing prototypes and fees paid to consultants. We charge all research and development expenses to operations as incurred.
We believe that continued investment in research and development is critical to our long-term success, and we expect to continue to devote significant resources
to product development activities. Accordingly, we expect that our research and development expenses will increase in future periods, although such expenses as
a percentage of net revenues may fluctuate.

28




Selling, General and Administrative. ~Selling, general and administrative expenses consist primarily of commissions paid to independent sales
representatives, salaries and related expenses for personnel engaged in sales, marketing, administrative, finance and human resources activities, professional fees,
costs associated with the promotion of our products and other corporate expenses. We expect that our sales and marketing expenses will increase in future periods
as we continue to grow and expand our sales force. We also expect that, in support of our continued growth and our operations as a public company, general and
administrative expenses will continue to increase for the foreseeable future.

Stock-Based Compensation. In connection with the grant of stock options to employees between January 1997 and March 2004, we recorded deferred
stock-based compensation of $349,000 in fiscal 2004, $678,000 in fiscal 2001, $3.9 million in fiscal 2000, $646,000 in fiscal 1999 and $416,000 in fiscal 1998,
representing the difference between the deemed value of our common stock for accounting purposes and the option exercise price of these options at the date of
grant. Deferred stock-based compensation is presented as a reduction of stockholder's equity, with straight-line amortization recorded over the vesting period that
is typically four years. Amortization of deferred stock-based compensation is recorded as a charge against cost of revenues or operating expenses depending upon
the classification of the employee receiving the underlying options. We amortized deferred stock-based compensation of $528,000 in fiscal 2004, $995,000 in
fiscal 2003 and $1.4 million in fiscal 2002. The amount of the compensation expense to be recorded in future periods could decrease if options for which accrued
but unvested compensation has been recorded are forfeited.

Provision for (Benefit from) Income Taxes. We have incurred operating losses in each of the fiscal years ended March 31, 2002, March 31, 2003 and
March 31, 2004. Due to operating losses incurred in fiscal 2002 and fiscal 2003, we created a full valuation allowance in fiscal 2003 for deferred tax assets. This
valuation allowance was based on our assessment of the uncertainty of the realizability of deferred tax assets which was due to our recent history of operating
losses and our inability to conclude that it is more likely than not that sufficient taxable income would be generated in future periods to realize those deferred tax
assets.
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Results of Operations

The following table sets forth statement of operations data as a percentage of net revenues for the periods indicated:

Year Ended
March 31,
2002 2003 2004
Net revenues 100.0% 100.0% 100.0%
Cost of revenues 77.1 88.1 75.2
Gross profit 22.9 11.9 24.8
Operating expenses:
Research and development 19.5 29.6 15.5
Selling, general and administrative 19.7 214 11.7
Total operating expenses 39.2 51.0 27.2
Loss from operations (16.3) (39.1) 2.4)
Interest and other income (expense), net 3.2 0.7 0.5
Loss before income taxes (13.1) (38.4) (1.9)
Provision for (benefit from) income taxes 4.8) 2.9 —
Net loss (8.3) (35.5) (1.9)

Fiscal Year Ended March 31, 2003 Compared to Fiscal Year Ended March 31, 2004

Net Revenues. Net revenues increased by 68.8% from $21.0 million in fiscal 2003 to $35.4 million in fiscal 2004. This increase was primarily due to a
61.1% increase in unit sales as a result of increased demand from our networking and telecommunications end-users. The remaining increase was a result of the
increase in the overall average selling price due to a shift in product mix to higher density products. We believe that this end-user demand increased as a result of
a general improvement in the business environment and an increase in capital expenditures for networking and telecommunications equipment. We also believe
that we increased our market share in fiscal 2004, particularly in the market for 9, 18 and 36 megabit SRAM products.

Cost of Revenues. Cost of revenues increased by 44.1% from $18.5 million in fiscal 2003 to $26.6 million in fiscal 2004. This increase was primarily
due to the 61.1% increase in unit shipments, partially offset by various cost reduction measures. These cost reduction measures included the negotiation of price
reductions for wafers purchased from our foundries, TSMC and WaferTech, and for assembly and test services provided by our contractors as well as
enhancements to our internal test programs that resulted in more efficient test operations. In addition, we incurred a charge of approximately $700,000 in fiscal
2003 from the return of $2.8 million of product to TSMC, for which we received a credit of only $2.1 million.

Gross Profit.  Gross profit increased by 251.4% from $2.5 million in fiscal 2003 to $8.8 million in fiscal 2004. Gross margin increased from 11.9% of
net revenues in fiscal 2003 to 24.8% in fiscal 2004. This increase in gross margin was primarily related to a shift in product mix, with a greater proportion of
revenues being generated by our higher margin, higher density products. The cost reduction measures described above also contributed to the improvement in
gross margin.
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Research and Development Expenses. Research and development expenses decreased by 11.4% from $6.2 million in fiscal 2003 to $5.5 million in
fiscal 2004. This decrease was primarily due to a $423,000 reduction in legal expenses as a result of the settlement of patent litigation, a $265,000 reduction in
prototype mask expenses and a $176,000 decrease in stock compensation expense. These reductions were partially offset by an increase in the number of our
research and development personnel and increased expenditures for materials purchased for development projects currently in process.

Selling, General and Administrative Expenses. Selling, general and administrative expenses decreased by 7.7% from $4.5 million in fiscal 2003 to
$4.2 million for fiscal 2004. This decrease was primarily related to reductions in payroll related expenses, stock compensation expenses and travel expenditures.
The decrease was partially offset by an increase in commissions paid to manufacturers' representatives. Although total commissions increased due to the increase
in net revenues, average commission rates decreased by approximately 35%.

Interest and Other Income (Expense), Net. Interest and other income increased from $144,000 in fiscal 2003 to $182,000 in fiscal 2004. Net interest
earned on invested cash balances decreased from $139,000 to $58,000 due to a decrease in average cash balances and lower interest rates. This decrease in
interest income was offset by an increase of $116,000 in foreign exchange gains related to our Taiwan branch operations.

Provision for (Benefit from) Income Taxes. The $620,000 benefit from income taxes in fiscal 2003 reflected a tax rate of 37.0% on our pre-tax losses
offset by the full valuation allowance recorded in fiscal 2003 related to our deferred tax assets. There was no provision for income taxes in fiscal 2004 as a result
of our pre-tax loss.

Net Income (Loss). Our net loss decreased by 91.0% from $7.4 million in fiscal 2003 to $670,000 in fiscal 2004. This decrease was primarily due to the
increased gross profit resulting from increased revenues and our improved gross margin.

Fiscal Year Ended March 31, 2002 Compared to Fiscal Year Ended March 31, 2003

Net Revenues. Net revenues decreased by 15.3% from $24.8 million in fiscal 2002 to $21.0 million in fiscal 2003. This decrease primarily was the
result of the downturn in the networking and telecommunications markets and the semiconductor industry generally and the excess supply of ICs. Unit shipments
did not change significantly from fiscal 2002 to fiscal 2003. Average selling prices dropped significantly in each fiscal year.

Cost of Revenues. Cost of revenues decreased 3.4% from $19.1 million in fiscal 2002 to $18.5 million in fiscal 2003. The percent decrease in cost of
revenues was less than the 15.3% decrease in net revenue as a result of the significant decrease in average selling prices due to the downturn in the networking
and telecommunications markets, the resulting excess supply of ICs in these markets, and our inability to reduce product costs as rapidly as average selling prices
decreased. In addition, in fiscal 2003, we returned approximately $2.8 million of product to TSMC as a result of quality issues and received a credit of
$2.1 million which resulted in a charge of approximately $700,000 to cost of revenues for manufacturing costs incurred in excess of the amount credited by
TSMC. In fiscal 2002, we charged $3.9 million, or 15.7% of net revenues, to cost of revenues primarily because the cost of a portion of our inventory exceeded
the anticipated selling price of the related products. We received $3.5 million of refunds for previously paid anti-dumping duties during fiscal 2002 of which
$2.2 million was credited to cost of revenues.

Gross Profit.  Gross profit decreased by 56.0% from $5.7 million in fiscal 2002 to $2.5 million in fiscal 2003. Gross margin decreased from 22.9% in
fiscal 2002 to 11.9% in fiscal 2003.
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Research and Development Expenses. Research and development expenses increased by 29.2% from $4.8 million in fiscal 2002 to $6.2 million in
fiscal 2003. This increase was primarily related to a $450,000 increase in prototyping expenses and mask charges, a $343,000 increase in patent related legal
expenses, a $271,000 increase in payroll related expenses, and a $143,000 increase in depreciation expense. Depreciation expense increased in fiscal 2003
primarily as a result of increased investment in research and development equipment to support our continued focus on new product development.

Selling, General and Administrative Expenses. Selling, general and administrative expenses decreased by 7.8% from $4.9 million in fiscal 2002 to
$4.5 million in fiscal 2003. This decrease was primarily due to decreases in commissions paid to manufacturers' representatives as a result of decreased net
revenues.

Interest and Other Income (Expense), Net. Interest and other income (expense), net decreased from $779,000 in fiscal 2002 to $144,000 in fiscal 2003.
This decrease resulted from changes in the average cash balances, annual fees related to our line of credit and fluctuating foreign exchange rates that impacted our
operations in Taiwan. Additionally, we recorded $396,000 of interest income in fiscal 2002 related to refunds of previously paid anti-dumping duties. Interest
income related to refunds of previously paid anti-dumping duties was $84,000 in fiscal 2003.

Provision for (Benefit from) Income Taxes. The benefits from income taxes in fiscal 2002 and 2003 were $1.2 million and $620,000, respectively.
During fiscal 2003, we created a full valuation allowance for deferred tax assets based on our assessment of the uncertainty of the realizability of deferred tax
assets due to our recent history of operating losses and our inability to conclude that it is more probable than not that sufficient taxable income would be
generated in future periods to realize the deferred tax assets. The annual effective tax rate differed from the statutory rate primarily due to state income taxes,
valuation allowance and deferred compensation charges offset by research and development tax credits.

Net Loss. Net loss increased 259.5% from $2.1 million in fiscal 2002 to $7.4 million in fiscal 2003. This increase was primarily due to the decreases in
net revenues and gross profit experienced in fiscal 2003.
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Quarterly Results of Operations

The following tables present unaudited quarterly statement of operations data for the eight quarters ended March 31, 2004, and the data expressed as a
percentage of net revenues. This information reflects all normal, recurring adjustments that we consider necessary for a fair presentation of such information in
accordance with generally accepted accounting principles. The results for any quarter are not necessarily indicative of results that may be expected for any future

period.

Statements of Operations Data:
Net revenues
Cost of revenues

Gross profit

Operating expenses:
Research and development
Selling, general and administrative

Total operating expenses

Income (loss) from operations
Interest and other income (expense), net

Income (loss) before income taxes
Provision for (benefit from) income taxes

Net income (loss)

Net income (loss) per share:
Basic

Diluted

Weighted average shares:
Basic

Diluted

As a Percentage of Net Revenues:
Net revenues
Cost of revenues

Gross profit

Operating expenses:
Research and development
Selling, general and administrative

Total operating expense

Income (loss) from operations
Interest and other income (expense), net

Income (loss) before income taxes
Provision for (benefit from) income taxes

Net income (loss)

Quarter Ended
June 30, Sept. 30, Dec. 31, Mar. 31, June 30, Sept. 30, Dec. 31, Mar. 31,
2002 2002 2002 2003 2003 2003 2003 2004
(in thousands)
5,280 $ 5,959 $ 4,947 $ 4,795 $ 5,054 $ 8,209 $ 10,461 $ 11,695
4,510 4,908 4,450 4,609 4,297 6,640 7,360 8,322
770 1,051 497 186 757 1,569 3,101 3,373
1,520 2,011 1,266 1,409 1,408 1,651 1,183 1,258
1,220 1,086 1,084 1,110 992 1,016 1,084 1,060
2,740 3,097 2,350 2,519 2,400 2,667 2,267 2,318
(1,970) (2,046) (1,853) (2,333) (1,643) (1,098) 834 1,055
63 (13) 50 44 93 36 6 47
(1,907) (2,059) (1,803) (2,289) (1,550) (1,062) 840 1,102
(706) (762) (667) 1,515 — — — —
(1,201) $ (1,297)$  (1,136)$  (3,804) $ (1,550) $ (1,062) $ 840 1,102
0.24) $ (0.25) $ 0.21) $ (0.69) $ 0.28) $ 0.19) $ 0.15 0.18
0.24) $ (0.25) $ 0.21) $ 0.69) $ 0.28) $ 0.19) $ 0.04 0.05
4,922 5,218 5,452 5,506 5,520 5,520 5,602 5,990
4,922 5,218 5,452 5,506 5,520 5,520 22,649 23,095
Quarter Ended
June 30, Sept. 30, Dec. 31, Mar. 31, June 30, Sept. 30, Dec. 31, Mar. 31,
2002 2002 2002 2003 2003 2003 2003 2004
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
85.4 82.4 90.0 96.1 85.0 80.9 70.4 71.2
14.6 17.6 10.0 3.9 15.0 19.1 29.6 28.8
28.8 33.7 25.6 29.4 27.9 20.1 11.3 10.8
23.1 18.2 219 23.2 19.6 12.4 10.4 9.0
51.9 51.9 47.5 52.6 47.5 32.5 21.7 19.8
(37.3) (34.3) (37.5) (48.7) (32.5) (13.4) 7.9 9.0
1.2 (0.3) 1.0 0.9 1.8 0.5 0.1 0.4
(36.1) (34.6) (36.5) (47.8) (30.7) 12.9) 8.0 9.4
(13.4) (12.8) (13.5) 315 — — — —
(22.7) (21.8) (23.0) (79.3) (30.7) (12.9) 8.0 9.4
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Net Revenues. Net revenues were essentially flat for the five quarters ended June 30, 2003, and then grew to $8.2 million, $10.5 million and
$11.7 million in the quarters ended September 30, 2003, December 31, 2003 and March 31, 2004, respectively, primarily due to increases in unit sales as a result
of increased demand from our networking and telecommunications end-users, that were partially offset by declines in average selling prices.

We may experience a delay in generating or recognizing revenues for a number of reasons. Historically, orders on hand at the beginning of each quarter
are insufficient to meet our revenue objectives for that quarter and are generally cancelable up to 30 days prior to scheduled delivery. Accordingly, we depend on
obtaining and shipping orders in the same quarter to achieve our revenue objectives. In addition, the timing of product releases, purchase orders and product
availability could result in significant product shipments at the end of a quarter. Failure to ship these products by the end of the quarter may adversely affect our
operating results. Furthermore, our customer agreements typically provide that the customer may delay scheduled delivery dates and cancel orders within
specified time frames without significant penalty.

Gross Profit.  Gross profit margins fluctuated over the eight quarter period ended March 31, 2004. During the five quarters ended June 30, 2003, gross
margins varied from 17.6% to 10.0%, with the exception of the quarter ended March 31, 2003 when the gross margin was 3.9%. During that quarter, we returned
approximately $2.8 million of product to TSMC as a result of quality issues and received a credit of $2.1 million which resulted in a charge of approximately
$700,000 to cost of revenues for manufacturing costs incurred in excess of the amount credited by TSMC. Additionally, we received a refund from TSMC in the
December 2002 quarter in the amount of $286,000 for mask sets previously purchased.

Research and Development. Research and development expenses fluctuated from a low of $1.2 million in the quarter ended December 31, 2003 to a
high of $2.0 million in the quarter ended September 30, 2002. In the quarter ended September 30, 2002, research and development expenses included mask costs
totaling $651,000 related to our 0.13 micron geometry process technology with TSMC. In the quarter ended September 30, 2003, research and development
expenses included mask costs totaling $386,000 for our OC-3 telecommunications IC under development by our design team in Norcross, Georgia. We typically
charge mask costs to cost of revenues over a 12-month amortization period. However, where we purchase a mask set that we later conclude will not result in a
production worthy product and significant future revenue, we charge those mask costs to research and development expenses.

Selling, General and Administrative. Selling, general and administrative expenses varied from a low of $1.0 million in the quarter ended June 30, 2003
to a high of $1.2 million in the quarter ended June 30, 2002. Expenses vary on a quarterly basis as a result of the timing of expenditures for advertising and travel
related expenses, in addition to employee turnover and commission payments to manufacturers' representatives that vary with changes in our net revenues.

Most of our expenses, such as employee compensation and lease payments for facilities, are relatively fixed in the near term. In addition, our expense
levels are based in part on our expectations regarding future revenues. As a result, any shortfall in revenues relative to our expectations could cause significant

changes in our operating results from quarter to quarter. Our quarterly and annual operating results have fluctuated in the past and are likely to fluctuate
significantly in the future due to a variety of factors, including:

. the volume and timing of orders received from customers;
* the timing of releases of new products by us and our competitors;

. fluctuations in yields at the independent wafer foundries that manufacture our products;
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. the long sales cycles for our Fast and Ultra-Fast SRAMs;

* availability of SRAM products in the market;

. our ability to anticipate changing end-user product requirements for the networking and telecommunications markets;
. change in demand for our products;

. the continued development of our direct and indirect distribution channels;

. availability in foundry, assembly or test capacity;

. changes in average selling prices of our products;

changes in our product mix, which could reduce our gross margins;
. cancellation of existing orders or the failure to secure new orders; and
. increased expenses associated with our new product design and development.

The occurrence of one or more of these factors might cause our operating results to vary widely. As such, we believe that period-to-period comparisons
of our revenues and operating results are not necessarily meaningful and should not be relied upon as indications of future performance.

Liquidity and Capital Resources

Since our inception, we have used proceeds from the private sale of equity securities, bank borrowings and cash generated by operating activities to
support our operations, acquire capital equipment and finance accounts receivable and inventory growth. We have raised a total of $9.4 million from the private
sale of equity securities.

As of March 31, 2004, our principal sources of liquidity were $3.5 million in cash and cash equivalents, and our $4.0 million line of credit with Chiao
Tung Bank. Borrowing under our credit line is limited to $1.0 million plus 70.0% of eligible United States accounts receivable balances and 35.0% of finished
goods inventory with a sublimit of $500,000 for inventory. Borrowings under the line of credit are collateralized by accounts receivable, inventory and a
$1.0 million time certificate of deposit. Borrowings under the line of credit bear interest at the bank's prime rate for the first $1.0 million and at the bank's prime
rate plus 1.0% for amounts exceeding $1.0 million. The bank's prime rate was 4.0% as of March 31, 2004. The terms of the line of credit include various
covenants that require us to maintain a working capital ratio, a minimum tangible net worth and a debt to net worth ratio. The line of credit expires in May 2005.
Although we currently intend to renew the line of credit before it expires in 2005, we do not believe its expiration would have a significant impact on our liquidity
or capital resources.

Net cash flow from operating activities represented a source of $189,000 in cash in fiscal 2002 and a use of $1.3 million and $2.2 million in cash in fiscal
2003 and 2004, respectively. Principal uses of cash in fiscal 2002 were our loss of $2.1 million, accounts payable of $11.6 million, accrued expenses and other
liabilities of $2.9 million and deferred revenue of $2.3 million. Accounts payable in fiscal 2002 decreased compared to fiscal 2001 as we paid for inventory,
primarily wafers from TSMC and WaferTech, acquired at the end of fiscal 2001. Accrued expenses and other liabilities decreased from fiscal 2001 to fiscal 2002
as a result of payments for income tax liabilities and manufacturers' representatives commissions outstanding at year end. Deferred revenue decreased as our
distributors reduced inventory levels due to reduced sales levels caused by the downturn in the networking and telecommunications markets. These fiscal 2002
cash uses were offset primarily by $6.2 million of decreased accounts receivable, $6.9 million of decreased inventory and $3.9 million of inventory provisions.
Each of these sources of cash was a result of the decrease in net revenue levels for fiscal

35




2002. The primary use of cash in fiscal 2003 was our net loss of $7.4 million. This use of cash was primarily offset by $5.2 million from inventory, as we
continued to fulfill orders from inventory on hand, and $2.5 million from deferred income taxes. Primary uses of cash during fiscal 2004, were our net loss of
$670,000, increases in inventory of $8.1 million, as we purchased wafers to meet the increasing demand for our products, and $5.1 million from an increase in
accounts receivable resulting from the increased net revenues in the quarter ended March 31, 2004. These uses were primarily offset by an increase of

$3.6 million in accounts payable, resulting from the increased inventory level, and an increase of $2.0 million for accrued expenses and other liabilities and a
decrease of $1.8 million in prepaid expenses and other current assets caused by our receipt of a refund for income taxes previously paid.

Net cash used in investing activities was $388,000 in fiscal 2002, $2.0 million in fiscal 2003 and $481,000 in fiscal 2004. Net cash used in investing
activities during each year consisted primarily of purchases of test equipment.

Net cash provided by financing activities was $55,000 in fiscal 2002, $76,000 in fiscal 2003 and $65,000 in fiscal 2004. Net cash provided by financing
activities during each year consisted of the net proceeds from the sale of common stock pursuant to option exercises.

We had no material commitments for capital expenditures at March 31, 2004, but we expect such expenditures to total approximately $2.0 million in
fiscal 2005. These expenditures will primarily be for test equipment. We also have total minimum lease obligations of approximately $2.1 million from April 1,
2004 through May 31, 2010, under non-cancelable operating leases.

We believe that our existing balances of cash and cash equivalents, our available credit facilities and cash flow expected to be generated from our future
operations will be sufficient to meet our cash needs for working capital and capital expenditures for at least the next 12 months, although we could be required, or
could elect, to seek additional funding prior to that time. Our future capital requirements will depend on many factors, including the rate of revenue growth that
we experience, the extent to which we utilize subcontractors, the levels of inventory and accounts receivable that we maintain, the timing and extent of spending
to support our product development efforts and the expansion of our sales and marketing efforts. Additional capital may also be required for the consummation of
any acquisition of businesses, products or technologies that we may undertake. We cannot assure you that additional equity or debt financing, if required, will be
available on terms that are acceptable or at all.

Contractual Obligations and Off-Balance Sheet Arrangements

The following table describes our commitments to settle contractual obligations in cash as of March 31, 2004, plus obligations under (i) our facility lease
which was extended in May 2004 and (ii) an operating lease for test equipment entered into in April 2004.

Payments due by period

Contractual Obligations Up to 1 year 1-3 years 3-5 years More than 5 years Total

Operating leases $ 721,000 $ 520,000 $ 539,000 $ 329,000 $ 2,109,000
In addition, we had inventory and mask purchase commitments of approximately $11.6 million as of March 31, 2004. These commitments are

anticipated to be fulfilled in fiscal 2005.

Critical Accounting Policies and Estimates

The preparation of our financial statements and related disclosures in conformity with accounting principles generally accepted in the United States
requires us to make judgments and estimates that affect the amounts that we report in our financial statements and accompanying notes.
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We believe that we consistently apply these judgments and estimates and that our financial statements and accompanying notes fairly represent all periods
presented. However, any errors in these judgments and estimates may have a material impact on our balance sheet and statement of operations. Critical
accounting estimates, as defined by the Securities and Exchange Commission, are those that are most important to the portrayal of our financial condition and
results of operations and require our most difficult and subjective judgments and estimates of matters that are inherently uncertain. Our critical accounting
estimates include those regarding revenue recognition, the valuation of inventories and taxes.

Revenue Recognition. We recognize revenue when persuasive evidence of an arrangement exists, delivery has occurred, the price is fixed or
determinable and collectibility is reasonably assured. Under these criteria, revenue from the sale of our products is recognized upon shipment according to our
shipping terms, net of accruals for estimated sales returns and allowances based on historical experience. Sales to distributors are made under agreements
allowing for returns or credits under certain circumstances. We defer recognition of revenue on sales to distributors until products are resold by the distributor to
the end-user.

Our accurate revenue reporting is dependent on receiving pertinent and accurate data from our distributors in a timely fashion. Distributors provide us
monthly data regarding the product, price, quantity, and end customer for their shipments as well as the quantities of our products they have in stock at month end.
In determining the appropriate amount of revenue to recognize, we use this data in reconciling differences between their reported inventories and activities. If
distributors incorrectly report their inventories or activities, it could lead to inaccurate reporting of our revenues and income.

Valuation of Inventories. Inventories are stated at the lower of cost or market, cost being determined on a weighted average basis. Our inventory
reserves are established when conditions indicate that the selling price of our products could be less than cost due to physical deterioration, obsolescence, changes
in price levels, or other causes. We establish reserves for excess inventory generally based on inventory levels in excess of 12 months of demand, in our
judgment, for each specific product. Inventory consists of finished goods, work in progress and goods at distributors. Historically, it has been difficult to forecast
customer demand especially at the part-number level. Many of the orders we receive from our customers and distributors request delivery of product on relatively
short notice and with lead times less than our manufacturing cycle time. In order to provide competitive delivery times to our customers, we build and stock a
certain amount of inventory in anticipation of customer demand that may not materialize. Moreover, as is common in the semiconductor industry, we may allow
customers to cancel orders with minimal advance notice. Thus, even product built to satisfy specific customer orders may not ultimately be required to fulfill
customer demand. Nevertheless, at any point in time, some portion of our inventory is subject to the risk of being materially in excess of our projected demand. In
fiscal 2002, as a result of a large decline in average selling price, we determined that a significant portion of our inventory was valued in excess of the price at
which we could sell the product and recorded an inventory provision of $3.9 million. While we endeavor to accurately predict demand and stock commensurate
inventory levels, we may record unanticipated material inventory write-downs in the future.

Taxes. 'We make certain estimates and judgments in the calculation of tax liabilities and the determination of deferred tax assets, which arise from
temporary differences between tax and financial statement recognition methods. We record a valuation allowance to reduce our deferred tax assets to the amount
that management estimates is more likely than not to be realized. If in the future we determine that we are not likely to realize all or part of our net deferred tax
assets, an adjustment to deferred tax assets would be charged to earnings in the period such determination is made.

In addition, the calculation of tax liabilities involves inherent uncertainty in the application of complex tax laws. We record tax reserves for additional
taxes that we estimate we may be required to
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pay as a result of future potential examinations by federal and state taxing authorities. If the payment ultimately proves to be unnecessary, the reversal of these tax
reserves would result in tax benefits being recognized in the period we determine such reserves are no longer necessary. If an ultimate tax assessment exceeds our
estimate of tax liabilities, an additional charge to expense will result.

Quantitative and Qualitative Disclosure Regarding Market Risk

Foreign Currency Exchange Risk. Our revenues and our expenses, except those expenses related to our operations in Taiwan, including subcontractor
manufacturing expenses, are denominated in U.S. dollars. As a result, we have relatively little exposure for currency exchange risks and foreign exchange losses
have been minimal to date. We do not currently enter into forward exchange contracts to hedge exposure denominated in foreign currencies or any other
derivative financial instruments for trading or speculative purposes. In the future, if we feel our foreign currency exposure has increased, we may consider
entering into hedging transactions to help mitigate that risk.

Interest Rate Sensitivity. 'We had unrestricted cash and cash equivalents totaling $3.5 million at March 31, 2004 and $6.1 million at March 31, 2003.
These amounts were invested primarily in money market funds. The unrestricted cash, cash equivalents and short-term marketable securities are held for working
capital purposes. We do not enter into investments for trading or speculative purposes. Due to the short-term nature of these investments, we believe that we do
not have any material exposure to changes in the fair value of our investment portfolio as a result of changes in interest rates. Declines in interest rates, however,
will reduce future investment income.

Recent Accounting Pronouncements

In November 2002, the Emerging Issues Task Force, or EITF, reached a consensus on Issue No. 00-21, "Revenue Arrangements with Multiple
Deliverables." EITF Issue No. 00-21 provides guidance on how to account for arrangements that involve the delivery or performance of multiple products,
services and/or rights to use assets. The provisions of EITF Issue No. 00-21 will apply to revenue arrangements entered into in fiscal periods beginning after
June 15, 2003. We believe that the adoption of this standard will not have a material impact on our financial statements.

In November 2002, the Financial Accounting Standards Board, or FASB, issued FASB Interpretation No. 45, or FIN 45, "Guarantor's Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others." FIN 45 requires that a liability be recorded in the guarantor's
balance sheet upon issuance of a guarantee. In addition, FIN 45 requires disclosures about the guarantees that an entity has issued, including a reconciliation of
changes in the entity's product warranty liabilities. The initial recognition and initial measurement provisions of FIN 45 are applicable on a prospective basis to
guarantees issued or modified after December 31, 2002, irrespective of the guarantor's fiscal year-end. The disclosure requirements of FIN 45 are effective for
annual financial statements ending after December 15, 2002. Significant guarantees that we have entered into are disclosed in "Note 6—Commitments and
Contingencies" to our financial statements.

In December 2002, the FASB issued Statement of Financial Accounting Standards No. 148, "Accounting for Stock-Based Compensation, Transition and
Disclosure," or SFAS 148. SFAS 148 provides alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-
based employee compensation. SFAS 148 also requires that disclosures of the pro forma effect of using the fair value method of accounting for stock-based
employee compensation be displayed more prominently and in a tabular format. Additionally, SFAS 148 requires disclosure of the pro forma effect in interim
financial statements. The transition and annual disclosure requirements of SFAS 148 are effective for fiscal years ended after December 15, 2002. We have
adopted the disclosure requirements of SFAS 148 as of March 31, 2003.
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FASB Interpretation No. 46, "Consolidation of Variable Interest Entities," or FIN 46, was issued in January 2003. FIN 46 requires that if an entity is the
primary beneficiary of a variable interest entity, the assets, liabilities and results of operations of the variable interest entity should be included in the financial
statements of the entity. The provisions of FIN 46 are effective immediately for all arrangements entered into after January 31, 2003. We have not invested in any
variable interest entities prior to or after January 31, 2003 and as such, no impact to our financial statements is expected.

In May 2003, the FASB issued Statement of Financial Accounting Standards No. 150, "Accounting for Certain Financial Instruments with
Characteristics of both Liabilities and Equity," or SFAS 150. SFAS 150 establishes standards for how an issuer classifies and measures certain financial
instruments with characteristics of both liabilities and equity and further requires that an issuer classify as a liability (or an asset in some circumstances) financial
instruments that fall within its scope because that financial instrument embodies an obligation of the issuer. Many such instruments were previously classified as
equity. SFAS 150 is effective for financial instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim
period beginning after June 15, 2003, except for mandatorily redeemable financial instruments of nonpublic entities. For mandatorily redeemable financial
instruments of a nonpublic entity, this statement is effective for existing or new contracts for fiscal periods beginning after December 15, 2003. SFAS 150 is to be
implemented by reporting the cumulative effect of a change in accounting principle for financial instruments created before the issuance of the date of this
statement and still existing at the beginning of the interim period of adoption. Restatement is not permitted. The adoption of this statement did not have a material
impact on our financial statements.
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BUSINESS
Overview

We design, develop and market high performance SRAM, or static random access memory, integrated circuits, or ICs, for the networking and
telecommunications markets. We are a leading provider of Fast SRAM products, which perform at higher speeds and provide greater density than commodity
SRAM products used in other applications. Within the Fast SRAM market, we focus on higher speed devices, which we refer to as Ultra-Fast SRAMs. We
provide a broad range of advanced, highly reliable Fast and Ultra-Fast SRAM solutions that target high performance equipment, such as routers, switches,
wireless local area network infrastructure equipment, wireless basestations and network access equipment. We believe our advanced circuit design expertise
provides original equipment manufacturers, or OEMs, with early access to next generation technologies, superior performance, advanced feature sets and high
reliability, thereby enabling them to bring networking and telecommunications equipment to market quickly.

We work closely with leading networking and telecommunications OEMs to better anticipate their needs and gain insight into future technology
requirements. Our products are used by leading OEM:s in the networking and telecommunications markets, including Agilent Technologies, Alcatel, Cisco
Systems, Huawei Technologies, Lucent Technologies and QLogic. We utilize a fabless business model which allows us to focus our resources on research and
development, product design and marketing, while gaining access to advanced process technologies without significant capital investments and the related fixed
costs.

Industry Background
SRAM Market Overview

Virtually all electronic systems, from advanced networking equipment such as sophisticated routers and switches to consumer electronic products such as
digital cameras and personal digital assistants, or PDAs, incorporate SRAMs. An SRAM is a memory IC that is used to temporarily store data not currently being
processed, and provides much faster memory access time than other types of memory. For example, SRAM ICs are typically up to five times faster than DRAM,
or dynamic random access memory, ICs. According to Gartner Dataquest, the SRAM market was forecasted to be $3.1 billion in 2003 and is projected to be
$4.4 billion in 2007. This growth represents a compound annual growth rate of 9.1%.

There are a broad variety of SRAM ICs, characterized by a number of attributes, such as speed, memory capacity or density, and power consumption. A
significant portion of the SRAM IC market consists of SRAMs with minimal speed requirements and a limited number of standard SRAM configurations. These
commodity SRAMs are incorporated in devices such as cell phones, PDAs and MP3 players. For these markets, SRAM providers have focused primarily on
reducing costs and gaining economies of scale by high-volume manufacturing, rather than on providing a significant degree of differentiation through advanced
speed, density or power consumption characteristics.

Trend Towards Fast and Ultra-Fast SRAM Solutions

Growth in data, voice and video traffic has driven the need for greater networking bandwidth, resulting in the continued build-out of the networking and
telecommunications infrastructure. According to International Data Corporation, total worldwide Internet traffic is expected to grow from 405 petabits per day in
2003 to 5,174 petabits per day in 2007. This growth has led to the proliferation of a wide variety of equipment throughout the networking and
telecommunications infrastructure. This equipment includes routers, switches, wireless local area network infrastructure equipment, wireless base stations and
network access equipment. All of these products require Fast and Ultra-Fast SRAM
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ICs, and OEMs are increasingly relying upon advanced SRAM technology to enable higher performance of their products. For example, in a typical router or
switch, multiple high-speed SRAM ICs are required to temporarily store, or buffer, data traffic and to provide rapid lookup of information in data tables. F