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Registration No. 333-          

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM S-3

REGISTRATION STATEMENT UNDER

THE SECURITIES ACT OF 1933

NETLIST, INC.

(Exact name of registrant as specified in its charter)

Delaware

(State or other jurisdiction of

incorporation or organization)

95-4812784

(I.R.S. Employer

Identification No.)
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175 Technology Drive, Suite 150

Irvine, California 92618

(949) 435-0025

(Address, including zip code and telephone number, including area code, of

registrant�s principal executive offices)

Gail M. Sasaki

Vice President and Chief Financial Officer

175 Technology Drive, Suite 150

Irvine, California 92618

(949) 435-0025

(Address, including zip code and telephone number,

including area code, of agent for service)

Copy to:

Scott M. Stanton, Esq.

Morrison & Foerster LLP

12531 High Bluff Drive, Suite 100

San Diego, California 92130

(858) 720-5100

(858) 720-5125 (fax)

Approximate date of commencement of proposed sale of the securities to the public: From time to time, after the effective date of this Registration
Statement.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment plans, please check the following box. o

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities Act of 1933,

other than securities offered only in connection with dividend or interest reinvestment plans, check the following box. x
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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following box and list the

Securities Act registration statement number of the earlier effective registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities Act registration

statement number of the earlier effective registration statement for the same offering. o

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that shall become effective upon filing with the

Commission pursuant to Rule 462(e) under the Securities Act, check the following box. o

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to register additional securities or additional

classes of securities pursuant to Rule 413(b) under the Securities Act, check the following box. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer o

Non-accelerated filer (do not check if a smaller reporting company) o Smaller reporting company x

CALCULATION OF REGISTRATION FEE

Title of each class of securities
to be registered(1)

Amount to be
registered(2)

Proposed
maximum

offering price
per unit(3)

Proposed
maximum
aggregate

offering price(2)(3)(4)
Amount of

registration fee
Common Stock, par value $0.001 per share
Preferred Stock, par value $0.001 per share
Warrants
Units(5)
Total (6) $ 40,000,000 $ 4,648

(1) Securities registered hereunder may be sold separately or as units with other securities registered hereunder.

(2) An indeterminate aggregate initial offering price and number or amount of the securities of each identified class is being registered as may from time to time be
issued at indeterminate prices as shall have an aggregate initial offering price not to exceed $40,000,000. Any securities registered under this registration statement
may be sold separately or as units with other securities registered under this registration statement.  The securities registered also include such indeterminate
amounts and numbers of common stock as may be issued upon conversion of or exchange for preferred stock that provide for such conversion or
exchange.  Separate consideration may or may not be received for securities that are issuable upon conversion of, or in exchange for, or upon exercise of,
convertible or exchangeable securities.

(3) Not applicable pursuant to General Instruction II.D of Form S-3.

(4) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(o) under the Securities Act of 1933, as amended.

(5) Consisting of some or all of the securities listed above, in any combination, including common stock, preferred stock and warrants.
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(6) Pursuant to Rule 415(a)(6) under the Securities Act, the securities registered pursuant to this Registration Statement include unsold securities previously
registered by the registrant on the registrant�s Registration Statement (File No. 333- 177118), filed on September 30, 2011, as declared effective on
October 18, 2011 (the �Prior Registration Statement�). The Prior Registration Statement registered, among other things, the offer and sale of an indeterminate
number of shares of common stock, shares of preferred stock, warrants exercisable for common stock or preferred stock and units of common stock, preferred
stock or warrants, in any combination (collectively, the �Shelf Securities�) having an aggregate initial offering price not to exceed $40,000,000, $20,209,040 of
which Shelf Securities remain unsold as the date of filing of this Registration Statement. The Registrant has determined to include in this Registration Statement
unsold Shelf Securities under the Prior Registration Statement having an aggregate offering price of $20,209,040 (the �Unsold Securities�). Pursuant to
Rule 415(a)(6) under the Securities Act, the filing fee of $2,346 relating to the Unsold Securities under the Prior Registration Statement, which was paid or was
deemed to have been paid under the Prior Registration Statement, will continue to be applied to the Unsold Securities registered pursuant to this Registration
Statement. To the extent that, after the filing date hereof and prior to the effectiveness of this Registration Statement, the Registrant sells any Unsold Securities
pursuant to the Prior Registration Statement, the Registrant will identify in a pre-effective amendment to this Registration Statement the updated amount of Unsold
Securities from the Prior Registration Statement to be included in this Registration Statement pursuant to Rule 415(a)(6) and the updated amount of new securities
to be registered on this Registration Statement. Pursuant to Rule 415(a)(6) under the Securities Act, the offering of the Unsold Securities under the Prior
Registration Statement will be deemed terminated as of the date of effectiveness of this Registration Statement.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its effective date until the registrant shall file
a further amendment which specifically states that this registration statement shall thereafter become effective in accordance with Section 8(a) of the
Securities Act of 1933, or until this registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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THE INFORMATION IN THIS PROSPECTUS IS NOT COMPLETE AND MAY BE CHANGED.  WE MAY NOT SELL THESE
SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE SECURITIES AND EXCHANGE COMMISSION IS
EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE SECURITIES NOR IS IT AN INVITATION FOR OFFERS TO
BUY THESE SECURITIES IN ANY STATE OR JURISDICTION WHERE THE OFFER OR SALE IS NOT PERMITTED.

SUBJECT TO COMPLETION, DATED OCTOBER 17, 2014

PROSPECTUS

NETLIST, INC.

$40,000,000

COMMON STOCK

PREFERRED STOCK

WARRANTS

UNITS

We may offer and sell from time to time the above securities in one or more classes, in one or more transactions, separately or together in any
combination and as separate series, and in amounts, at prices and on terms that we will determine at the times of the offerings.  We may also
offer any of these securities that may be issuable upon the conversion, exercise or exchange of preferred stock or warrants.  The aggregate initial
offering price of the securities that we may offer through this prospectus will be up to $40,000,000.

We will provide specific terms of any offering in supplements to this prospectus, which we will deliver together with the prospectus at the time
of sale. The supplements may add, update or change information contained in this prospectus. You should read this prospectus and any
prospectus supplement carefully before you invest.  This prospectus may not be used to offer and sell securities unless accompanied by a
prospectus supplement.
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We may offer the securities independently or together in any combination for sale directly to purchasers, through one or more underwriters,
dealers or agents, or through underwriting syndicates managed or co-managed by one or more underwriters, to be designated at a future date, on
a continuous or delayed basis.

Our common stock is listed on the NASDAQ Global Market under the symbol �NLST.�  On October 15, 2014, the last reported sale price of our
common stock was $0.85 per share.

On October 15, 2014, the aggregate market value of our outstanding common stock held by non-affiliates was $30,387,407.  We have previously
sold $11,441,689 of securities pursuant to General Instruction I.B.6. of Form S-3 during the prior twelve calendar month period that ends on, and
includes, the date of this prospectus.

Investing in our securities involves risks. Risks associated with an investment in our securities will be described
in the applicable prospectus supplement and certain of our filings with the Securities and Exchange
Commission, as described under the caption �Risk Factors� on page 1 of this prospectus.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR
COMPLETE.  ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is                  .
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the U.S. Securities and Exchange Commission, or SEC, using a �shelf�
registration process. Under this shelf registration process, we may, from time to time, sell the securities or combinations of the securities
described in this prospectus in one or more offerings in amounts that we will determine from time to time. For further information about our
business and the securities, you should refer to the registration statement containing this prospectus and its exhibits. The exhibits to our
registration statement contain the full text of certain contracts and other important documents we have summarized in this prospectus. Since
these summaries may not contain all the information that you may find important in deciding whether to purchase the securities we offer, you
should review the full text of these documents. We have filed and plan to continue to file other documents with the SEC that contain information
about us and our business.  Also, we will file legal documents that control the terms of the securities offered by this prospectus as exhibits to the
reports we file by the SEC. The registration statement and other reports can be obtained from the SEC as indicated under the heading �Where
You Can Find More Information.�

This prospectus provides you with a general description of the securities that we may offer. Each time we offer securities pursuant to this
prospectus, we will provide a prospectus supplement and/or other offering material that will contain specific information about the terms of that
offering. When we refer to a �prospectus supplement,� we are also referring to any free writing prospectus or other offering material authorized by
us. The prospectus supplement may also add, update or change information contained in this prospectus. If there is any inconsistency between
the information in this prospectus and the applicable prospectus supplement, you should rely on the information in the prospectus supplement or
incorporated information having a later date. You should read this prospectus and any prospectus supplement together with additional
information described under the heading �Where You Can Find More Information.�

You should rely only on the information provided in this prospectus, in any prospectus supplement, or any other offering material that we
authorize, including the information incorporated by reference. We have not authorized anyone to provide you with different information. You
should not assume that the information in this prospectus, any supplement to this prospectus, or any other offering material that we authorize, is
accurate at any date other than the date indicated on the cover page of these documents or the date of the statement contained in any incorporated
documents, respectively. This prospectus is not an offer to sell or a solicitation of an offer to buy any securities other than the securities referred
to in the prospectus supplement. This prospectus is not an offer to sell or a solicitation of an offer to buy such securities in any circumstances in
which such offer or solicitation is unlawful. You should not interpret the delivery of this prospectus, or any sale of securities, as an indication
that there has been no change in our affairs since the date of this prospectus. You should also be aware that information in this prospectus may
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change after this date. The information contained in this prospectus or a prospectus supplement or amendment, or incorporated herein or therein
by reference, is accurate only as of the date of this prospectus or prospectus supplement or amendment, as applicable, regardless of the time of
delivery of this prospectus or prospectus supplement or amendment, as applicable, or of any sale of the shares.  Unless the context otherwise
requires, in this prospectus �Netlist,� �we,� �us,� and �our� refer to Netlist, Inc. and its consolidated subsidiaries.

i
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ABOUT NETLIST, INC.

Netlist, Inc. designs and manufactures high-performance, logic-based memory subsystems for server and storage applications for cloud
computing. Netlist�s flagship products include NVvault� and EXPRESSvault� family of products that significantly accelerate system performance
and provide mission critical fault tolerance, HyperCloud®, a patented memory technology that breaks traditional performance barriers, and a
broad portfolio of industrial Flash and specialty memory subsystems including VLP (very low profile) DIMMs and Planar-X RDIMMs. Netlist
has steadily invested in and grown its worldwide IP portfolio, which now includes 51 issued or granted patents and more than 30 U.S. and
foreign pending patent applications in the areas of high performance memory and hybrid memory technologies.

Netlist develops technology solutions for customer applications in which high-speed, high-capacity, small form factor and efficient heat
dissipation are key requirements for system memory. These customers include OEMs, hyperscale datacenter operators and storage vendors that
design and build tower, rack-mounted, and blade servers, high-performance computing clusters, engineering workstations and
telecommunications equipment. Founded in 2000, Netlist is headquartered in Irvine, CA with manufacturing facilities in Suzhou, People�s
Republic of China.

Our principal executive offices are located at 175 Technology Drive, Suite 150, Irvine, California 92618 and our telephone number at that
address is (949) 435-0025.

RISK FACTORS

Investing in our securities involves risk. Before making an investment decision, you should carefully consider the risks described under the
heading �Risk Factors� contained in the applicable prospectus supplement and any related free writing prospectus and in our most recent Annual
Report on Form 10-K and subsequent Quarterly Reports on Form 10-Q, together with all of the other information appearing in, or incorporated
by reference into, this prospectus and any applicable prospectus supplement. These risks could materially and adversely affect our business,
results of operations and financial condition and could result in a partial or complete loss of your investment.  Additional risks not presently
known to us or that we currently believe are immaterial may also significantly impair our business operations and financial condition.  See
�Where You Can Find More Information.�

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the applicable prospectus supplement include and incorporate by reference �forward-looking statements.�  We intend these
forward-looking statements to be covered by the safe harbor provisions for forward-looking statements contained in the Private Securities
Litigation Reform Act of 1995. Words such as �anticipate,� �estimate,� �expect,� �project,� �intend,� �may,� �plan,� �predict,� �believe,� �should� and similar words
or expressions are intended to identify forward-looking statements.  Investors should not place undue reliance on forward-looking statements.
All forward-looking statements reflect the present expectation of future events of our management and are subject to known and unknown risks,
uncertainties and assumptions that could cause actual results to differ materially from those described in any forward-looking statements. These
factors and risks include, but are not limited to, risks associated with the launch and commercial success of our products, programs and
technologies; the success of product partnerships; continuing development, qualification and volume production of EXPRESSvault�, NVvault�,
HyperCloud® and VLP Planar-X RDIMM; the timing and magnitude of the anticipated decrease in sales to our key customer; our ability to
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leverage our NVvault� technology in a more diverse customer base; the rapidly-changing nature of technology; risks associated with intellectual
property, including patent infringement litigation against us as well as the costs and unpredictability of litigation over infringement of our
intellectual property and the possibility of our patents being reexamined by the United States Patent and Trademark Office; volatility in the
pricing of DRAM ICs and NAND; changes in and uncertainty of customer acceptance of, and demand for, our existing products and products
under development, including uncertainty of and/or delays in product orders and product qualifications; delays in the Company�s and its
customers� product releases and development; introductions of new products by competitors; changes in end-user demand for technology
solutions; the Company�s ability to attract and retain skilled personnel; the Company�s reliance on suppliers of critical components and vendors in
the supply chain; fluctuations in the market price of critical components; evolving industry standards; and the political and regulatory
environment in the People�s Republic of China; and other important factors that we discuss in greater detail under the heading �Risk Factors�
contained in the applicable prospectus supplement and any related free writing prospectus, and in our most recent annual report on Form 10-K
and in our most recent quarterly report on Form 10-Q, as well as any amendments thereto reflected in subsequent filings with the SEC. Given
these risks, uncertainties and other important factors, you should not place undue reliance on these forward-looking statements. You should
carefully read both this prospectus, the applicable prospectus supplement and any related free writing prospectus, together with the information
incorporated herein by reference as described under the heading �Where You Can Find Additional Information,� completely and with the
understanding that our actual future results may be materially different from what we expect.

These forward-looking statements represent our estimates and assumptions only as of the date made.  We undertake no duty to update these
forward-looking statements after the date of this prospectus, except as required by law, even though our situation may change in the future. We
qualify all of our forward-looking statements by these cautionary statements.

1
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USE OF PROCEEDS

Unless we inform you otherwise in the prospectus supplement, we expect to use the net proceeds from the sale of the securities for capital
expenditures, working capital and other general corporate purposes.  Pending any specific application, we may initially invest the net proceeds in
short-term marketable securities.

We have not determined the amounts we plan to spend on the areas listed above or the timing of these expenditures.  As a result, our
management will have broad discretion to allocate the net proceeds of any offering.

SECURITIES WE MAY OFFER

We may issue from time to time, in one or more offerings the following securities:

• shares of common stock;

• shares of preferred stock;

• warrants exercisable for common stock or preferred stock; and

• units of common stock, preferred stock or warrants, in any combination.

This prospectus contains a summary of the material general terms of the various securities that we may offer. The specific terms of the securities
will be described in a prospectus supplement, information incorporated by reference, or free writing prospectus, which may be in addition to or
different from the general terms summarized in this prospectus. Where applicable, the prospectus supplement, information incorporated by
reference or free writing prospectus will also describe any material United States federal income tax considerations relating to the securities
offered and indicate whether the securities offered are or will be listed on any securities exchange. The summaries contained in this prospectus
and in any prospectus supplements, information incorporated by reference or free writing prospectus may not contain all of the information that
you would find useful. Accordingly, you should read the actual documents relating to any securities sold pursuant to this prospectus. See
�Available Information� and �Incorporation of Certain Information by Reference� for information about how to obtain copies of those documents.
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The terms of any particular offering, the initial offering price and the net proceeds to us will be contained in the prospectus supplement,
information incorporated by reference or free writing prospectus, relating to such offering.

DESCRIPTION OF CAPITAL STOCK

Our Restated Certificate of Incorporation provides that we are authorized to issue 100,000,000 shares of capital stock. Our authorized capital
stock is comprised of 90,000,000 shares of common stock, $0.001 par value per share, and 10,000,000 shares of serial preferred stock, par value
$0.001 per share.

The following description is a summary of the material terms of our capital stock and certain provisions of our Restated Certificate of
Incorporation and Amended and Restated Bylaws.  This description does not purport to be complete. For information on how you can obtain our
Restated Certificate of Incorporation and Amended and Restated Bylaws, see �Where You Can Find More Information.�

Common Stock

We are authorized to issue up to 90,000,000 shares of our common stock, par value $0.001 per share.

The holders of our common stock are entitled to one vote for each share held of record on all matters submitted to a vote of the stockholders.
Our stockholders do not have cumulative voting rights in the election of directors. Accordingly, holders of a majority of the shares voting are
able to elect all of our directors.  Subject to preferences that may apply to any then outstanding shares of preferred stock, the holders of
outstanding shares of our common stock are entitled to receive dividends out of assets legally available for distribution at the times and in the
amounts, if any, that our Board of Directors may determine from time to time.   In the event of our liquidation, dissolution or winding up, subject
to the rights of each series of our preferred stock, which may, from time to time come into existence, holders of our common stock are entitled to
share ratably in all of our assets remaining after we pay our liabilities. Holders of our common stock have no preemptive or other subscription or
conversion rights. Our common stock is not redeemable and there are no sinking fund provisions applicable to our common stock.

2
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Preferred Stock

Our Board of Directors is authorized, subject to limitations imposed by Delaware law, to issue up to 10,000,000 shares of preferred stock, par
value $0.001 per share, in one or more series, without stockholder approval. Our Board of Directors is authorized to fix the number of shares of
preferred stock and to determine or (so long as no shares of such series are then outstanding) alter for each such series, such voting powers, full
or limited, or no voting powers, and such designations, preferences, and relative, participating, optional, or other rights and such qualifications,
limitations, or restrictions thereof, as shall be stated and expressed in the resolution or resolutions adopted by the Board of Directors providing
for the issuance of such shares and as may be permitted by Delaware General Corporation Law.  The rights, privileges, preferences and
restrictions of any such additional series may be subordinated to, pari passu with, or senior to any of those of any present or future class or series
of our capital stock. Our Board of Directors is also authorized to decrease the number of shares of any series, prior or subsequent to the issue of
that series, but not below the number of shares of such series then outstanding. In case the number of shares of any series shall be so decreased,
the shares constituting any decrease shall resume the status which they had prior to the adoption of the resolution originally fixing the number of
shares of such series.

This section describes the general terms and provisions of our preferred stock. The applicable prospectus supplement will describe the specific
terms of any shares of preferred stock offered through that prospectus supplement, as well as any general terms described in this section that will
not apply to those shares of preferred stock. We will file a copy of the certificate of designation that contains the terms of each new series of
preferred stock with the SEC each time we issue a new series of preferred stock. Each certificate of designation will establish the number of
shares included in a designated series and fix the designation, powers, privileges, preferences and rights of the shares of each series as well as
any applicable qualifications, limitations or restrictions. You should refer to the applicable certificate of designation as well as our Restated
Certificate of Incorporation before deciding to buy shares of our preferred stock as described in the applicable prospectus supplement.

Anti-Takeover Provisions of Delaware Law and Charter Provisions

Interested Stockholder Transactions

We are subject to Section 203 of the General Corporation Law of the State of Delaware, which prohibits a Delaware corporation from engaging
in any �business combination� with any �interested stockholder� for a period of three years after the date that such stockholder became an interested
stockholder, with the following exceptions:

•before such date, the board of directors of the corporation approved either the business combination or the transaction that resulted in the
stockholder becoming an interested holder;

•upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at
least 85% of the voting stock of the corporation outstanding at the time the transaction began, excluding, for purposes of determining the number
of shares outstanding, those shares owned by persons who are directors and also officers and by employee stock plans in which employee
participants do not have the right to determine confidentially whether shares held subject to the plan will be tendered in a tender or exchange
offer; or
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•on or after such date, the business combination is approved by the board of directors and authorized at an annual or special meeting of the
stockholders, and not by written consent, by the affirmative vote of at least 66 2/3% of the outstanding voting stock that is not owned by the
interested stockholder.

Section 203 defines �business combination� to include the following:

•any merger or consolidation involving the corporation and the interested stockholder;

•any sale, lease, exchange, mortgage, pledge, transfer or other disposition of 10% or more of the assets of the corporation involving the
interested stockholder;

•subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the
interested stockholder;

3
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•any transaction involving the corporation that has the effect of increasing the proportionate share of the stock or any class or series of the
corporation beneficially owned by the interested stockholder; or

•the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits by or through the
corporation.

In general, Section 203 defines �interested stockholder� as an entity or person beneficially owning 15% or more of the outstanding voting stock of
the corporation or any entity or person affiliated with or controlling or controlled by such entity or person.

Certificate of Incorporation and Bylaws

Provisions in our Restated Certificate of Incorporation and Amended and Restated Bylaws may have the effect of discouraging certain
transactions that may result in a change in control of our company. Some of these provisions provide that stockholders cannot act by written
consent and impose advance notice requirements and procedures with respect to stockholder proposals and the nomination of candidates for
election as directors. Our Restated Certificate of Incorporation allows us to issue shares of preferred stock (see �Blank Check Preferred Stock�) or
common stock without any action by stockholders. Our directors and our officers are indemnified by us to the fullest extent permitted by
applicable law pursuant to our Restated Certificate of Incorporation.  Our Board of Directors is expressly authorized to make, alter or repeal our
Amended and Restated Bylaws.  These provisions may make it more difficult for stockholders to take specific corporate actions and may make it
more difficult or discourage an attempt to obtain control of the Company by means of a proxy contest, tender offer, merger or otherwise.

Blank Check Preferred Stock

Our Restated Certificate of Incorporation authorizes our Board of Directors to approve the issuance of up to 10,000,000 shares of preferred
stock, without further approval of the stockholders, and to determine the rights and preferences of any series of preferred stock. The Board could
issue one or more series of preferred stock with voting, conversion, dividend, liquidation or other rights that would adversely affect the voting
power and ownership interest of holders of our common stock. This authority may have the effect of deterring hostile takeovers, delaying or
preventing a change in control and discouraging bids for our common stock at a premium over the market price.

DESCRIPTION OF WARRANTS

We may issue warrants to purchase common stock, preferred stock or other securities described in this prospectus.  We may issue warrants
independently or as part of a unit with other securities. Warrants sold with other securities as a unit may be attached to or separate from the other
securities. The prospectus supplement relating to any warrants we are offering will describe specific terms relating to the offering, including a
description of any other securities sold together with the warrants. These terms will include some or all of the following:
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•the title of the warrants;

•the aggregate number of warrants offered;

•the price or prices at which the warrants will be issued;

•the designation, number and terms of any common stock, preferred stock or other securities purchasable upon exercise of the warrants and
procedures by which those numbers may be adjusted;

•the exercise price of the warrants, including any provisions for changes or adjustments to the exercise price, and terms relating to the currency
in which such price is payable;

•the dates or periods during which the warrants are exercisable;

•the designation and terms of any securities with which the warrants are issued as a unit;

•if the warrants are issued as a unit with another security, the date on or after which the warrants and the other security will be separately
transferable;

•any minimum or maximum amount of warrants that may be exercised at any one time;

4
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•any terms relating to the modification of the warrants;

•a discussion of material federal income tax considerations, if applicable; and

•any other terms of the warrants and any other securities sold together with the warrants, including, but not limited to, the terms, procedures and
limitations relating to the transferability, exchange, exercise or redemption of the warrants.

The applicable prospectus supplement will describe the specific terms of any warrant units.

The descriptions of the warrants in this prospectus and in any prospectus supplement are summaries of the material provisions of the applicable
warrant agreements. These descriptions do not restate those agreements in their entirety and do not contain all of the information that you may
find useful. We urge you to read the applicable agreements because they, and not the summaries, define many of your rights as holders of the
warrants or any warrant units. For more information, please review the form of the relevant agreements, which will be filed with the SEC
promptly after the offering of warrants or warrant units and will be available as described under the heading �Where You Can Find More
Information.�

DESCRIPTION OF UNITS

As specified in the applicable prospectus supplement, we may issue units comprised of one or more of the other securities described in this
prospectus in any combination. Each unit will be issued so that the holder of the unit is also the holder of each security included in the unit.
Thus, the holder of a unit will have the rights and obligations of a holder of each included security. The prospectus supplement will describe:

•the designation and terms of the units and of the securities comprising the units, including whether and under what circumstances the securities
comprising the units may be held or transferred separately;

•a description of the terms of any unit agreement governing the units;

•a description of the provisions for the payment, settlement, transfer or exchange of the units;

•a discussion of material federal income tax considerations, if applicable; and
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•whether the units will be issued in fully registered or global form.

The descriptions of the units and any applicable underlying security or pledge arrangements in this prospectus and in any prospectus supplement
are summaries of the material provisions of the applicable agreements. These descriptions do not restate those agreements in their entirety and
may not contain all the information that you may find useful. We urge you to read the applicable agreements because they, and not the
summaries, define many of your rights as holders of the units. For more information, please review the form of the relevant agreements, which
will be filed with the SEC promptly after the offering of units and will be available as described under the heading �Where You Can Find More
Information.�

PLAN OF DISTRIBUTION

We may sell the securities from time to time pursuant to underwritten public offerings, negotiated transactions, block trades or a combination of
these methods. We may sell the securities to or through underwriters or dealers, through agents, or directly to one or more purchasers.

We may distribute securities from time to time in one or more transactions:

• at a fixed price or prices, which may be changed;

• at market prices prevailing at the time of sale;

• at prices related to such prevailing market prices; or

• at negotiated prices.

5
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Unless stated otherwise in the applicable prospectus supplement, the obligations of any underwriter to purchase securities will be subject to
certain conditions, and an underwriter will be obligated to purchase all of the applicable securities if any are purchased. If a dealer is used in a
sale, we may sell the securities to the dealer as principal. The dealer may then resell the securities to the public at varying prices to be
determined by the dealer at the time of resale.

We or our agents may solicit offers to purchase securities from time to time. Unless stated otherwise in the applicable prospectus supplement,
any agent will be acting on a best efforts basis for the period of its appointment.

In connection with the sale of securities, underwriters or agents may receive compensation (in the form of discounts, concessions or
commissions) from us or from purchasers of securities for whom they may act as agents. Underwriters may sell securities to or through dealers,
and such dealers may receive compensation in the form of discounts, concessions or commissions from the underwriters and/or commissions
from the purchasers for whom they may act as agents. Underwriters, dealers and agents that participate in the distribution of securities may be
deemed to be underwriters, as that term is defined in the Securities Act of 1933, as amended (the �Securities Act�), and any discounts or
commissions received by them from us and any profits on the resale of the securities by them may be deemed to be underwriting discounts and
commissions under the Securities Act. We will identify any such underwriter or agent, and we will describe any compensation paid to them, in
the related prospectus supplement.

Underwriters, dealers and agents may be entitled under agreements with us to indemnification against and contribution toward certain civil
liabilities, including liabilities under the Securities Act.

If stated in the applicable prospectus supplement, we will authorize agents and underwriters to solicit offers by certain specified institutions or
other persons to purchase securities at the public offering price set forth in the prospectus supplement under delayed delivery contracts providing
for payment and delivery on a specified date in the future. Institutions with which these contracts may be made include commercial and savings
banks, insurance companies, pension funds, investment companies, educational and charitable institutions, and other institutions, but shall in all
cases be subject to our approval. These contracts will be subject only to those conditions set forth in the applicable prospectus supplement and
the applicable prospectus supplement will set forth the commission payable for solicitation of these contracts. The obligations of any purchaser
under any such contract will be subject to the condition that the purchase of the securities shall not be prohibited at the time of delivery under the
laws of the jurisdiction to which the purchaser is subject. The underwriters and other agents will not have any responsibility in respect of the
validity or performance of these contracts.

The securities may or may not be listed on a national securities exchange or traded in the over-the-counter market, as set forth in the applicable
prospectus supplement. No assurance can be given as to the liquidity of the trading market for any of our securities.  Any underwriter may make
a market in these securities.  However, no underwriter will be obligated to do so, and any underwriter may discontinue any market making at any
time, without prior notice.

If underwriters or dealers are used in the sale, until the distribution of the securities is completed, SEC rules may limit the ability of any
underwriters and selling group members to bid for and purchase the securities. As an exception to these rules, representatives of any
underwriters are permitted to engage in certain transactions that stabilize the price of the securities. These transactions may consist of bids or
purchases for the purpose of pegging, fixing or maintaining the price of the securities. If the underwriters create a short position in the applicable
securities in connection with any offering (in other words, if they sell more securities than are set forth on the cover page of the applicable
prospectus supplement) the representatives of the underwriters may reduce that short position by purchasing securities in the open market. The
representatives of the underwriters may also elect to reduce any short position by exercising all or part of any over-allotment option we may
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grant to the underwriters, as described in the prospectus supplement. The representatives of the underwriters may also impose a penalty bid on
certain underwriters and selling group members. This means that if the representatives purchase securities in the open market to reduce the
underwriters� short position or to stabilize the price of the securities, they may reclaim the amount of the selling concession from the underwriters
and selling group members who sold those shares as part of the offering.

In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause the price of the security to be higher
than it might be in the absence of those purchases. The imposition of a penalty bid might also have an effect on the price of the securities to the
extent that it discourages resales of the securities. The transactions described above may have the effect of causing the price of the securities to
be higher than it would otherwise be.  If commenced, the representatives of the underwriters may discontinue any of the transactions at any
time.  In addition, the representatives of any underwriters may determine not to engage in those transactions or that those transactions, once
commenced, may be discontinued without notice.

Certain of the underwriters or agents and their associates may engage in transactions with and perform services for us or our affiliates in the
ordinary course of their respective businesses.

6
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In no event will the commission or discount received by any Financial Industry Regulatory Authority (�FINRA�) member or independent
broker-dealer participating in a distribution of securities exceed eight percent of the aggregate principal amount of the offering of securities in
which that FINRA member or independent broker-dealer participates.

LEGAL MATTERS

Morrison & Foerster LLP, San Diego, California, has passed upon the validity of the securities to be offered pursuant to this prospectus.

EXPERTS

The consolidated financial statements of Netlist, Inc. and its subsidiaries included in the Company�s Annual Report on Form 10-K for the year
ended December 28, 2013 have been audited by KMJ Corbin & Company LLP, an independent registered public accounting firm, as stated in
their report which is incorporated by reference herein, and has been so incorporated in reliance upon such report and upon the authority of such
firm as experts in accounting and auditing.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to �incorporate by reference� the information we file with them.  This means that we can disclose important information to you
in this prospectus by referring you to those documents.  These incorporated documents contain important business and financial information
about us that is not included in or delivered with this prospectus.  The information incorporated by reference is considered to be part of this
prospectus, and later information filed with the SEC will update and supersede this information.

We incorporate by reference the documents listed below as well as any future filings made with the SEC under Sections 13(a), 13(c), 14 or
15(d) of the Exchange Act from the date of the initial registration statement and prior to the effectiveness of this registration statement, and any
filings made after the date of this prospectus until we sell all of the securities under this prospectus, except that we do not incorporate any
document or portion of a document that is �furnished� to the SEC, but not deemed �filed.�  The following documents filed with the SEC are
incorporated by reference in this prospectus:

• our Annual Report on Form 10-K for the year ended December 28, 2013;

• our Quarterly Reports on Form 10-Q for the quarters ended March 29, 2014 and June 28, 2014;
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• our Current Reports on Form 8-K filed on February 6, 2014, February 11, 2014, June 12, 2014 and October 10, 2014;

• our definitive Proxy Statement for our Annual Meeting of Stockholders held on June 11, 2014; and

• the description of our common stock contained in our Registration Statement on Form 8-A filed with the SEC on November 27, 2006,
including any amendments or reports filed for the purpose of updating such description.

We will provide without charge to each person, including any beneficial owner, to whom a prospectus is delivered, on written or oral request of
that person, a copy of any or all of the documents we are incorporating by reference into this prospectus, other than exhibits to those documents
unless such exhibits are specifically incorporated by reference into those documents.  Such written requests should be addressed to:

Netlist, Inc.

175 Technology Drive, Suite 150

Irvine, California 92618

Attention: Gail M. Sasaki

You may direct telephone requests to Gail M. Sasaki, our Chief Financial Officer, at (212) 986-6667.

7
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports and proxy statements and other information with the SEC. You may read and copy any document
that we file at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for
further information on the Public Reference Room. Our SEC filings are also available on the SEC�s web site at http://www.sec.gov. Copies of
certain information filed by us with the SEC are also available on our web site at http://www.netlist.com. We have not incorporated by reference
into this prospectus the information on our website, and you should not consider it to be a part of this document.

8
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PART II

INFORMATION NOT REQUIRED IN PROSPECTUS

Item 14.  Other Expenses Of Issuance And Distribution

The following table sets forth an estimate of the costs and expenses relating to the offering of the securities being registered, other than
underwriting discounts and commissions, all of which shall be borne by the Registrant.  All of such fees and expenses, except for the SEC
registration fee, are estimated:

SEC Registration Fee* $ 4,648
Legal Fees and Expenses(1) $ 25,000
Accounting Fees and Expenses(1) $ 10,000
Transfer Agent and Registrar Fees and Expenses(1) $ 0
Printing and Engraving Fees(1) $ 5,000
Miscellaneous $ 5,000
Total* $ 49,648

*Less $2,346 paid upon the initial filing of this Registration Statement with the SEC on September 30, 2011 as permitted pursuant to
Rule 415(a)(6).

(1) Does not include expenses of preparing prospectus supplements and other expenses related to offering particular securities.

Item 15.  Indemnification Of Directors And Officers

The Registrant is incorporated under the laws of the State of Delaware.  Section 145 of the Delaware General Corporation Law provides that a
corporation may indemnify any persons who were, are or are threatened to be made, parties to any threatened, pending or completed action, suit
or proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the right of such corporation), by reason of
the fact that such person is or was an officer, director, employee or agent of such corporation, or is or was serving at the request of such
corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise.  The indemnity
may include expenses (including attorneys� fees), judgments, fines and amounts paid in settlement actually and reasonably incurred by such
person in connection with such action, suit or proceeding, provided such person acted in good faith and in a manner he or she reasonably
believed to be in, or not opposed to, the corporation�s best interests and, with respect to any criminal action or proceeding, had no reasonable
cause to believe that his or her conduct was unlawful.
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Section 145 of the Delaware General Corporation Law further authorizes a corporation to purchase and maintain insurance on behalf of any
person who is or was a director, officer, employee or agent of the corporation, or is or was serving at the request of the corporation as a director,
officer, employee or agent of another corporation or enterprise, against any liability asserted against him or her and incurred by him or her in any
such capacity, arising out of his or her status as such, whether or not the corporation would otherwise have the power to indemnify him or her
under Section 145 of the Delaware General Corporation Law.

Pursuant to the Registrant�s Restated Certificate of Incorporation, a director of shall not be personally liable to the corporation or its stockholders
for monetary damages for breach of fiduciary duty as a director to the fullest extent permitted by the Delaware General Corporation Law.  In
addition, the Registrant�s Amended and Restated Bylaws provide for indemnification of directors, officers, employees and agents as the
indemnitor of first resort and to the fullest extent permitted by Delaware law and authorize the Registrant to purchase and maintain insurance to
protect itself and any director, officer, employee or agent of the Registrant or another business entity against any expense, liability, or loss,
regardless of whether the Registrant would have the power to indemnify such person under its bylaws or Delaware law.

The Registrant has entered into indemnification agreements with each of its current directors and executive officers (the form of which is filed as
Exhibit 10.12 to the Registrant�s Registration Statement No. 333-136735 on Form S-1 filed with the SEC on August 18, 2006, as amended). 
These agreements will require the Registrant to indemnify these individuals to the fullest extent permitted under Delaware law against liabilities
that may arise by reason of their service to the Registrant, and to advance expenses incurred as a result of any proceeding against them as to
which they could be indemnified.  The Registrant also intends to enter into indemnification agreements with its future directors and executive
officers.

II-1
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Item 16.  Exhibits

See the Exhibit Index which is incorporated herein by reference.

Item 17.  Undertakings

(a) The registrant hereby undertakes:

(1)  To file, during any period in which offers or sales are being made, a post-effective amendment to this registration statement to:

(i)  include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

(ii)  reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the most recent post-effective
amendment thereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in the registration
statement.  Notwithstanding the foregoing, any increase or decrease in volume of securities offered (if the total dollar value of securities offered
would not exceed that which was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) (§230.424(b) of this chapter) if, in the aggregate, the
changes in volume and price represent no more than 20% change in the maximum aggregate offering price set forth in the �Calculation of
Registration Fee� table in the effective registration statement; and

(iii)  include any material information with respect to the plan of distribution not previously disclosed in the registration statement or any
material change to such information in the registration statement.

Provided, however, that paragraphs (a)(1)(i), (a)(1)(ii) and (a) (1)(iii) of this section do not apply if the information required to be included in a
post-effective amendment by those paragraphs is contained in reports filed with or furnished to the Commission by the registrant pursuant to
Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in the registration statement or is
contained in a form of prospectus filed pursuant to Rule 424(b) that is part of the registration statement.

(2)  That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed to
be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the
initial bona fide offering thereof.
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(3)  To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the
termination of the offering.

(4)  That, for the purpose of determining liability under the Securities Act of 1933 to any purchaser:

(i) Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of the registration statement as of the date the
filed prospectus was deemed part of and included in the registration statement; and

(ii) Each prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of a registration statement in reliance on Rule 430B
relating to an offering made pursuant to Rule 415(a)(1)(i), (vii), or (x) for the purpose of providing the information required by section 10(a) of
the Securities Act of 1933 shall be deemed to be part of and included in the registration statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of the first contract of sale of securities in the offering described in the prospectus. As
provided in Rule 430B, for liability purposes of the issuer and any person that is at that date an underwriter, such date shall be deemed to be a
new effective date of the registration statement relating to the securities in the registration statement to which that prospectus relates, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement made in
a registration statement or prospectus that is part of the registration statement or made in a document incorporated or deemed incorporated by
reference into the registration statement or prospectus that is part of the registration statement will, as to a purchaser with a time of contract of
sale prior to such effective date, supersede or modify any statement that was made in the registration statement or prospectus that was part of the
registration statement or made in any such document immediately prior to such effective date.

(5) That, for the purpose of determining liability of the registrant under the Securities Act of 1933 to any purchaser in the initial distribution of
the securities, the undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant pursuant to this
registration statement, regardless of the underwriting method used to sell the securities to the purchaser, if the securities are offered or sold to
such purchaser by means of any of the following communications, the undersigned registrant will be a seller to the purchaser and will be
considered to offer or sell such securities to such purchaser:

II-2
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(i) Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed pursuant to Rule 424;

(ii) Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used or referred to by the
undersigned registrant;

(iii) The portion of any other free writing prospectus relating to the offering containing material information about the undersigned registrant or
its securities provided by or on behalf of the undersigned registrant; and

(iv) Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.

(b) The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of
the registrant�s annual report pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (and, where applicable, each filing of an
employee benefit plan�s annual report pursuant to Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the
registration statement shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such
securities at that time shall be deemed to be the initial bona fide offering thereof.

(c) Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling
persons of the registrant pursuant to the foregoing provisions, or otherwise, the registrant has been advised that in the opinion of the Securities
and Exchange Commission such indemnification is against public policy as expressed in the Securities Act and is, therefore, unenforceable. In
the event that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred or paid by a
director, officer or controlling person of the registrant in the successful defense of any action, suit or proceeding) is asserted by such director,
officer or controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the matter
has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question whether such indemnification by it is against
public policy as expressed in the Act and will be governed by the final adjudication of such issue.

(d) The undersigned registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act of 1933, the information omitted from the form of prospectus filed as part
of this registration statement in reliance upon Rule 430A and contained in a form of prospectus filed by the registrant pursuant to
Rule 424(b) (1) or (4) or 497(h) under the Securities Act shall be deemed to be part of this registration statement as of the time it was declared
effective.

(2) For the purpose of determining any liability under the Securities Act of 1933, each post-effective amendment that contains a form of
prospectus shall be deemed to be a new registration statement relating to the securities offered therein, and the offering of such securities at that
time shall be deemed to be the initial bona fide offering thereof.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to believe that it meets all of the
requirements for filing on a Form S-3 and has duly caused this Registration Statement to be signed on its behalf by the undersigned, thereunto
duly authorized, in the City of Irvine, State of California, on this 17th day of October 2014.

NETLIST, INC.

By: /s/ Chun K. Hong
Chun K. Hong
President, Chief Executive Officer and Chairman of the
Board

Each person whose signature appears below hereby constitutes and appoints Chun K. Hong and Gail M. Sasaki, and each of them, as true and
lawful attorneys-in-fact and agents with full power of substitution and re-substitution, for him or her and in his or her name, place and stead, in
any and all capacities to sign the Registration Statement filed herewith and any or all amendments and supplements to said Registration
Statement (including post-effective amendments and registration statements filed pursuant to Rule 462(b) or otherwise), and to file the same,
with all exhibits thereto, and other documents in connection therewith, with the U.S. Securities and Exchange Commission granting unto said
attorney-in-fact and agents the full power and authority to do and perform each and every act and thing requisite and necessary to be done in and
about the foregoing, as to all intents and purposes as he or she might or could do in person, hereby ratifying and confirming all that said
attorney-in-fact and agents or any of them, or his substitute, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons in the capacities
and on the dates indicated:

Signature Title Date

/s/ Chun K. Hong President, Chief Executive Officer and October 17, 2014
Chun K. Hong Chairman of the Board

(Principal Executive Officer)

/s/ Gail M. Sasaki Vice President, October 17, 2014
Gail M. Sasaki Chief Financial Officer and Secretary

(Principal Financial and Accounting Officer)

/s/ Charles F. Cargile Director October 17, 2014
Charles F. Cargile

/s/ Thomas F. Lagatta Director October 17, 2014
Thomas F. Lagatta

/s/ Blake A. Welcher Director October 17, 2014
Blake A. Welcher
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EXHIBIT INDEX

Exhibit
Number Description

1.1 Form of Underwriting Agreement.**

3.1 Restated Certificate of Incorporation (Incorporated by reference to the Company�s registration statement on Form S-1
(No. 333-136735) filed with the Securities and Exchange Commission on October 23, 2006).

3.2 Amended and Restated Bylaws (Incorporated by reference to the Company�s registration statement on Form S-1
(No. 333-136735) filed with the Securities and Exchange Commission on October 23, 2006).

4.1 Form of Warrant Agreement (including form of warrant).**

4.2 Form of Unit Agreement (including form of unit certificate).**

4.3 Form of Certificate of Designation with respect to shares of Preferred Stock.**

5.1 Opinion of Morrison & Foerster LLP regarding the legality of the securities being registered.*

23.1 Consent of KMJ Corbin & Company LLP.*

23.2 Consent of Morrison & Foerster LLP (included in Exhibit 5.1).*

24 Powers of Attorney of directors and certain officers of the Registrant (included on signature page).*

* Filed herewith.

** To be filed by an amendment or as an exhibit to a document filed under the Securities Exchange Act of 1934, as amended, and
incorporated by reference herein.

e="DISPLAY: inline; FONT-SIZE: 10pt; FONT-FAMILY: times new roman">                
Total other-than-temporary impairment losses
  9   101   362   204 
Portion of losses recognized in other comprehensive income
  0   0   0   0                  
Net impairment loss
  9   101   362   204                  
Net loss
 $(325) $(1,025) $(4,741) $(2,377)                 
Net loss per share:

Basic
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 $(.05) $(.14) $(.60) $(.36)                 
Diluted
 $(.05) $(.14) $(.60) $(.36)                 
Dividends per share
 $0  $0  $0  $0 

See Accompanying Notes to Condensed Consolidated Financial Statements.

3

Edgar Filing: NETLIST INC - Form S-3

33



OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Comprehensive Loss (Unaudited)
(In thousands)

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2012 2013 2012

Net loss $(325 ) $(1,025 ) $(4,741 ) $(2,377 )

Other comprehensive loss-Unrealized (loss) gains on
securities available for sale- Net unrealized holding (losses)
gains arising during period (45 ) 603 (164 ) 1,041

Comprehensive loss $(370 ) $(422 ) $(4,905 ) $(1,336 )

See Accompanying Notes to Condensed Consolidated Financial Statements.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Stockholders’ Equity

Nine Months Ended September 30, 2013 and 2012
(Dollars in thousands)

Accumulated
Other

Additional Compre- Total
Common Stock Paid-In Accumulated hensive Stockholders’
Shares Amount Capital Deficit Loss Equity

Balance at December 31, 2011 22,411,108 $224 27,491 (19,991 ) (938 ) 6,786

Proceeds from sale of
common stock (unaudited) 8,447,500 85 3,290 0 0 3,375

Common stock issued as
compensation to directors
(unaudited) 42,225 0 42 0 0 42

Net loss for the nine months
ended September 30, 2012
(unaudited) 0 0 0 (2,377 ) 0 (2,377 )

Net change in unrealized loss
on securities available for sale
(unaudited) 0 0 0 0 1,041 1,041

Balance at September 30,
2012 (unaudited) 30,900,833 $309 30,823 (22,368 ) 103 8,867

Balance at December 31, 2012 31,511,201 $315 31,057 (24,688 ) 226 6,910

Reverse one-for-four common
share split (unaudited) (23,646,314) (236 ) 236 0 0 0

Proceeds from sale of
common stock (unaudited) 83,333 1 99 0 0 100

Common stock issued as
compensation to directors
(unaudited) 33,974 0 35 0 0 35

0 0 0 (4,741 ) 0 (4,741 )
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Net loss for the nine months
ended September 30, 2013
(unaudited)

Net change in unrealized loss
on securities available for sale
(unaudited) 0 0 0 0 (164 ) (164 )

Balance at September 30,
2013 (unaudited) 7,982,194 $80 31,427 (29,429 ) 62 2,140

See Accompanying Notes to Condensed Consolidated Financial Statements.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (Unaudited)
(In thousands)

Nine Months Ended
September 30,
2013 2012

Cash flows from operating activities:
Net loss $(4,741 ) $(2,377 )
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 149 87
Provision for loan losses 2,194 378
Loss on sale of securities 20 0
Common stock issued as compensation to directors 35 42
Net amortization of fees, premiums and discounts 40 0
(Increase) decrease in other assets (23 ) 247
Loss on sale of foreclosed real estate 135 28
Provision for losses on real estate owned 724 0
Write-down of foreclosed real estate 0 70
(Increase) decrease in accrued interest receivable (14 ) 22
Increase (decrease) in official checks and other liabilities 156 (652 )
Other-than-temporary impairment of securities available for sale 362 204

Net cash used in operating activities (963 ) (1,951 )

Cash flows from investing activities:
Principal repayments and maturity of securities available for sale 6,618 8,156
Proceeds from sale of security available for sale 1,965 0
Purchase of securities available for sale (14,239 ) 0
Net decrease in loans 228 232
Purchase of premises and equipment (156 ) (255 )
Proceeds from sale of foreclosed real estate 2,942 317
Capital improvements on foreclosed real estate 0 (57 )
Redemption of Federal Home Loan Bank stock 396 681

Net cash (used in) provided by investing activities (2,246 ) 9,074

Cash flows from financing activities:
Net decrease in deposits (4,318 ) (2,369 )
Increase in advance payments by borrowers for taxes and insurance 507 462
Repayment of Federal Home Loan Bank advances (7,500 ) (4,000 )
Proceeds from sale of common stock 100 3,375

Net cash used in financing activities (11,211 ) (2,532 )

Net (decrease) increase in cash and cash equivalents (14,420 ) 4,591
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Cash and cash equivalents at beginning of the period 23,611 22,776

Cash and cash equivalents at end of the period $9,191 $27,367

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (Unaudited), Continued
(In thousands)

Nine Months Ended
September 30,
2013 2012

Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest $1,483 $1,898

Income taxes $0 $0

Noncash investing and financing activities:
Change in accumulated other comprehensive loss, net change in unrealized loss on
securities available for sale $(164 ) $1,041

Loans transferred to foreclosed real estate $697 $3,156

See Accompanying Notes to Condensed Consolidated Financial Statements.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited)

(1)General.  OptimumBank Holdings, Inc. (the “Holding Company”) is a one-bank holding company and owns 100% of
OptimumBank (the “Bank”), a Florida chartered commercial bank.  The Bank’s wholly-owned subsidiaries are OB
Real Estate Management, LLC, OB Real Estate Holdings, LLC and OB Real Estate Holding 1503, LLC, all of
which were formed in 2009, OB Real Estate Holdings 1695, OB Real Estate Holdings 1669, OB Real Estate
Holdings 1645, OB Real Estate Holdings 1620 and OB Real Estate Holdings 1565, all formed in 2010; OB Real
Estate Holdings 1443 and OB Real Estate Holdings Northwood, OB Real Estate Holdings 1596, OB Real Estate
Holdings 1636 formed in 2011; and OB Real Estate Holdings 1655, OB Real Estate Holdings 1692, OB Real
Estate Holdings 1704, OB Real Estate Holdings Rosemary and OB Real Estate Holdings Sillato formed in 2012
(the “Real Estate Holding Subsidiaries”).  The Holding Company’s only business is the operation of the Bank and its
subsidiaries (collectively, the “Company”).  The Bank’s deposits are insured up to applicable limits by the Federal
Deposit Insurance Corporation (“FDIC”). The Bank offers a variety of commercial banking services to individual and
corporate customers through its three banking offices located in Broward County, Florida.  OB Real Estate
Management, LLC is primarily engaged in managing foreclosed real estate.  This subsidiary had no activity in
2013 and 2012.  All other subsidiaries are primarily engaged in holding and disposing of foreclosed real estate.

In the opinion of the management, the accompanying condensed consolidated financial statements of the Company
contain all adjustments (consisting principally of normal recurring accruals) necessary to present fairly the financial
position at September 30, 2013, and the results of operations for the three- and nine-month periods ended September
30, 2013 and 2012, and cash flows for the nine-months periods ended September 30, 2013 and 2012.  The results of
operations for the three- and nine-months ended September 30, 2013, are not necessarily indicative of the results to
be expected for the full year.

Comprehensive Loss. Generally accepted accounting principles generally require that recognized revenue, expenses,
gains and losses be included in net loss.  Although certain changes in assets and liabilities, such as unrealized gains
and losses on available for sale securities, are reported as a separate component of the equity section of the
consolidated balance sheet, such items along with net loss, are components of comprehensive loss.  The only
component of other comprehensive loss is the net change in the unrealized gain on the securities available for sale.

Income Taxes. During the year ended December 31, 2009, the Company assessed its earnings history and trend over
the past year and its estimate of future earnings, and determined that it is more likely than not that the deferred tax
asset will not be realized in the near term.  Accordingly, a valuation allowance was recorded against the net deferred
tax asset for the amount not expected to be realized in the future.  Based on the available evidence at September 30,
2013, the Company determined that it is still more likely than not that the deferred tax asset will not be realized in the
near term.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(1) General, Continued.
Recent Accounting Standards Update. In July 2012, the Financial Accounting Standards Board (the “FASB”) issued
Accounting Standards Update (“ASU”) 2012-02, “Testing Indefinite-Lived Intangible Assets for Impairment,” which,
among other things, gives an entity the option to first assess qualitative factors to determine whether the existence of
events or circumstances leads to a determination that it is more likely than not that an indefinite-lived intangible asset
is impaired. The Company adopted this ASU on January 1, 2013, and since the Company does not have intangible
assets, it had no impact on its consolidated financial statements.

In January 2013, the FASB issued ASU No. 2013-01, “Clarifying the Scope of Disclosures about Offsetting
Assets and Liabilities,” which limits the scope of the new balance sheet offsetting disclosures in ASU 2011-11 to
derivatives, repurchase agreements, and securities lending transactions to the extent that they are (1) offset in the
financial statements or (2) subject to an enforceable master netting arrangement or similar agreement. The Company
adopted this ASU on February 1, 2013 and it had no impact on its consolidated financial statements.

In February 2013, the FASB Issued ASU No. 2013-02, “Reporting of Amounts Reclassified Out of Accumulated
Other Comprehensive Income,” which requires entities to present information about reclassification adjustments from
accumulated other comprehensive income in their annual financial statements in a single note or on the face of the
financial statements. The Company adopted this ASU on March 1, 2013 and it had no impact on its consolidated
financial statements.

In February 2013, the FASB Issued ASU No. 2013-04, “Obligations Resulting from Joint and Several
Liability Arrangements for Which the Total Amount of the Obligation Is Fixed at the Reporting Date.” ASU 2013-04
provides guidance for the recognition, measurement, and disclosure of obligations resulting from joint and several
liability arrangements for obligations within the scope of this ASU, which is effective January 1, 2014. Upon
adoption, the Company does not expect this ASU to impact its consolidated financial statements.

In July 2013, the FASB issued ASU 2013-11, “Presentation of an Unrecognized Tax Benefit When a Net Operating
Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists,” which among other things, require an
unrecognized tax benefit, or a portion of an unrecognized tax benefit, to be presented in the financial statements as a
reduction to a deferred tax asset for a net operating loss carryforward, a similar tax loss, or a tax credit carryforward,
except as denoted within the ASU. The amendments in this ASU are effective for fiscal years, and interim periods
within those years, beginning after December 15, 2013. The Company is currently evaluating the impact on its
consolidated financial statements with respect to ASU 2013-11.

In July 2013, the FASB issued ASU No. 2013-10, “Inclusion of the Fed Funds Effective Swap Rate (or
Overnight Index Swap Rate) as a Benchmark Interest Rate for Hedge Accounting Purposes.” ASU No. 2013-10
permits the use of the Fed Funds Effective Swap Rate (OIS) to be used as a U.S. benchmark interest rate for hedge
account purposes. The amendment is effective prospectively for qualifying new or redesiginated hedging
relationships entered into on or after July 17, 2013. The adoption of ASU No. 2013-10 did not have an impact on the
Company’s consolidated financial statements.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(1) General, Continued.
Recent Regulatory Developments
Basel III Legislation.  On July 2, 2013, the Federal Reserve Board (“FRB”) approved the final rules implementing the
Basel Committee on Banking Supervision’s capital guidelines for U.S. banks. Under the final rules, minimum
requirements will increase for both the quantity and quality of capital held by the Bank. The rules include a new
common equity Tier I capital to risk-weighted assets ratio of 4.5% and a common equity Tier 1 capital conservation
buffer of 2.5% of risk-weighted assets. The final rules also raise the minimum ratio of Tier I capital to risk-weighted
assets from 4.0% to 6.0% and require a minimum leverage ratio of 4.0%. The final rules also implement strict
eligibility criteria for regulatory capital instruments. On July 9, 2013, the Federal Deposit Insurance Corporation
(“FDIC”) also approved, as an interim final rule, the regulatory capital requirements for U.S. banks, following the
actions of the FRB. The FDIC’s rule is identical in substance to the final rules issued by the FRB.

The phase-in period for the final rules will begin for the Company on January 1, 2015, with full compliance with all
of the final rule’s requirements phased in over a multi-year schedule. The Company is currently evaluating the
provisions of the final rules and their expected impact on the Company.

(2)Securities.  Securities have been classified according to management’s intent.  The carrying amount of securities
and approximate fair values are as follows (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

At September 30, 2013:
Securities Available for Sale-
Mortgage-backed securities $ 23,656 $ 286 $ (224 ) $ 23,718

At December 31, 2012:
Securities Available for Sale-
Mortgage-backed securities $ 18,422 $ 305 $ (79 ) $ 18,648

Securities with gross unrealized losses at September 30, 2013, aggregated by investment category and length of time
that individual securities have been in a continuous loss position, is as follows (in thousands):

Less Than Twelve Months
Gross
Unrealized Fair
Losses Value

Securities Available for Sale-
Mortgage-backed securities $(224 ) $ 10,501

The unrealized losses on investment securities were caused by market conditions.  It is expected that the securities
would not be settled at a price less than the book value of the investments.  Because the decline in fair value is
attributable to market conditions and not credit quality, and because the Company has the ability and intent to hold
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these investments unti l  a market price recovery or maturity,  these investments are not considered
other-than-temporarily impaired.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(2)Securities, Continued.  Management evaluates securities for other-than-temporary impairment at least on a
quarterly basis, and more frequently when economic or market concerns warrant such evaluation.  A security is
impaired if the fair value is less than its carrying value at the financial statement date. When a security is impaired,
the Company determines whether this impairment is temporary or other-than-temporary. In estimating
other-than-temporary impairment (“OTTI”) losses, management assesses whether it intends to sell, or it is more
likely than not that it will be required to sell, a security in an unrealized loss position before recovery of its
amortized cost basis. If either of these criteria is met, the entire difference between amortized cost and fair value is
recognized in operations. For securities that do not meet the aforementioned criteria, the amount of impairment
recognized in operations is limited to the amount related to credit losses, while impairment related to other factors
is recognized in other comprehensive loss. Management utilizes cash flow models to segregate impairments to
distinguish between impairment related to credit losses and impairment related to other factors. To assess for
OTTI, management considers, among other things, (i) the severity and duration of the impairment; (ii) the ratings
of the security; (iii) the overall transaction structure (the Company’s position within the structure, the aggregate,
near-term financial performance of the underlying collateral, delinquencies, defaults, loss severities, recoveries,
prepayments, cumulative loss projections, and discounted cash flows; and (iv) the timing and magnitude of a break
in modeled cash flows.

In evaluating mortgage-backed securities with unrealized losses, management utilizes various resources, including
input from independent third party firms to perform an analysis of expected future cash flows. The process begins
with an assessment of the underlying collateral backing the mortgage pools. Management develops specific
assumptions using as much market data as possible and includes internal estimates as well as estimates published by
rating agencies and other third-party sources. The data for the individual borrowers in the underlying mortgage pools
are generally segregated by state, FICO score at issue, loan to value at issue and income documentation criteria.
Mortgage pools are evaluated for current and expected levels of delinquencies and foreclosures, based on where they
fall in the proscribed data set of FICO score, geographics, LTV and documentation type and a level of loss severity is
assigned to each security based on its experience. The above-described historical data is used to develop current and
expected measures of cumulative default rates as well as ultimate loss frequency and severity within the underlying
mortgages. This reveals the expected future cash flows within the mortgage pool. The data described above is then
input to an industry recognized model to assess the behavior of the particular security tranche owned by the
Company. Significant inputs in this process include the structure of any subordination structures, if applicable, and
are dictated by the structure of each particular security as laid out in the offering documents. The forecasted cash
flows from the mortgage pools are input through the security structuring model to derive expected cash flows for the
specific security owned by the Company to determine if the future cash flows are expected to exceed the book value
of the security. The values for the significant inputs are updated on a regular basis.  During the three and nine months
ended September 30, 2013, the Company recorded other-than-temporary impairment charges totaling $9,000 and
$362,000, respectively. During the three and nine month periods ended September 30, 2012, the Company recorded
other-than-temporary impairment charges totaling $101,000 and $204,000, respectively.

(continued)

11

Edgar Filing: NETLIST INC - Form S-3

45



OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3) Loans.  The segments of loans are as follows (in thousands):

At September 30, At December 31,
2013 2012

Residential real estate $ 26,624 $ 30,064
Multi-family real estate 3,818 3,916
Commercial real estate 37,544 39,126
Land and construction 6,301 7,276
Commercial 10,247 7,158
Consumer 81 70

Total loans 84,615 87,610

Add (deduct):
Net deferred loan fees, costs and premiums 399 58
Allowance for loan losses (2,924 ) (2,459 )

Loans, net $ 82,090 $ 85,209

An analysis of the change in the allowance for loan losses follows (in thousands):

ResidentialMulti-FamilyCommercial  Land
Real Real Real  and
Estate Estate Estate ConstructionCommercialConsumer UnallocatedTotal

Three Months Ended
September 30, 2013:
Beginning balance $ 342 $ 16 $ 1,910 $ 40 $ 279 $ 0 $ 0 $ 2,587
Provision (credit) for
loan losses (210 ) 0 (143 ) (250 ) (21 ) (3 ) 627 0
Charge-offs 0 0 0 0 0 0 0 0
Recoveries 0 0 107 227 0 3 0 337

Ending balance $ 132 $ 16 $ 1,874 $ 17 $ 258 $ 0 $ 627 $ 2,924

Nine Months Ended
September 30, 2013:
Beginning balance $ 434 $ 267 $ 1,372 $ 166 $ 216 $ 4 $ 0 $ 2,459
Provision (credit) for
loan losses (205 ) (251 ) 2,442 (448 ) 42 (13 ) 627 2,194
Charge-offs (97 ) 0 (2,147 ) 0 0 0 0 (2,244 )
Recoveries 0 0 207 299 0 9 0 515
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Ending balance $ 132 $ 16 $ 1,874 $ 17 $ 258 $ 0 $ 627 $ 2,924
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3) Loans, Continued.

Residential Multi-FamilyCommercial Land
Real Real Real and
Estate Estate Estate Construction Commercial Consumer Total

Three Months Ended
September 30, 2012:
Beginning balance $ 703 $ 245 $ 799 $ 215 $ 115 $ 25 $ 2,102
Provision (credit) for
loan losses (231 ) 15 364 37 12 0 197
Charge-offs 0 (1 ) (346 ) (54 ) 0 0 (401 )
Recoveries 17 0 0 17 0 4 38

Ending balance $ 489 $ 259 $ 817 $ 215 $ 127 $ 29 $ 1,936

Nine Months Ended
September 30, 2012:
Beginning balance $ 549 $ 247 $ 1,190 $ 187 $ 161 $ 15 $ 2,349
Provision (credit) for
loan losses 70 12 154 170 (33 ) 5 378
Charge-offs (146 ) 0 (557 ) (388 ) (1 ) 0 (1,092 )
Recoveries 16 0 30 246 0 9 301

Ending balance $ 489 $ 259 $ 817 $ 215 $ 127 $ 29 $ 1,936

Residential Multi-Family CommercialLand
Real Real Real and
Estate Estate Estate ConstructionCommercialConsumerUnallocatedTotal

At September 30,
2013:
Individually
evaluated for
impairment:
Recorded
investment $ 7,002 $ 0 $ 12,595 $ 0 $ 0 $ 0 $ 0 $ 19,597
Balance in
allowance for
loan losses $ 0 $ 0 $ 809 $ 0 $ 0 $ 0 $ 0 $ 809

Collectively
evaluated for
impairment:

$ 19,622 $ 3,818 $ 24,949 $ 6,301 $ 10,247 $ 81 $ 0 $ 65,018
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Recorded
investment
Balance in
allowance for
loan losses $ 132 $ 16 $ 1,065 $ 17 $ 258 $ 0 $ 627 $ 2,115

At December 31,
2012:
Individually
evaluated for
impairment:
Recorded
investment $ 7,573 $ 0 $ 11,535 $ 886 $ 0 $ 0 $ 0 $ 19,994
Balance in
allowance for
loan losses $ 0 $ 0 $ 366 $ 0 $ 0 $ 0 $ 0 $ 366

Collectively
evaluated for
impairment:
Recorded
investment $ 22,491 $ 3,916 $ 27,591 $ 6,390 $ 7,158 $ 70 $ 0 $ 67,616
Balance in
allowance for
loan losses $ 434 $ 267 $ 1,006 $ 166 $ 216 $ 4 $ 0 $ 2,093

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3)Loans, Continued.  The Company has divided the loan portfolio into six portfolio segments, each with different
risk characteristics and methodologies for assessing risk. The portfolio segments identified by the Company are as
follows:

Residential Real Estate, Multi-Family Real Estate, Commercial Real Estate, Land and Construction. Residential real
estate loans are underwritten in accordance with policies set forth and approved by the Board of Directors (the
“Board”), including repayment capacity and source, value of the underlying property, credit history and stability.
Multi-family real estate and commercial real estate loans are secured by the subject property and are underwritten
based upon standards set forth in the policies approved by the Company’s Board. Such standards include, among
other factors, loan to value limits, cash flow coverage and general creditworthiness of the obligors. Land and
construction loans to borrowers are to finance the construction of owner occupied and leased properties. These loans
are categorized as construction loans during the construction period, later converting to commercial or residential
real estate loans after the construction is complete and amortization of the loan begins. Real estate development and
construction loans are approved based on an analysis of the borrower and guarantor, the viability of the project and
on an acceptable percentage of the appraised value of the property securing the loan. Real estate development and
construction loan funds are disbursed periodically based on the percentage of construction completed. The Company
carefully monitors these loans with on-site inspections and requires the receipt of lien waivers on funds advanced.
Development and construction loans are typically secured by the properties under development or construction, and
personal guarantees are typically obtained. Further, to assure that reliance is not placed solely on the value of the
underlying property, the Company considers the market conditions and feasibility of proposed projects, the financial
condition and reputation of the borrower and guarantors, the amount of the borrower’s equity in the project,
independent appraisals, costs estimates and pre-construction sale information. The Company also makes loans on
occasion for the purchase of land for future development by the borrower. Land loans are extended for the future
development for either commercial or residential use by the borrower. The Company carefully analyzes the intended
use of the property and the viability thereof.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3) Loans, Continued.
Commercial Loans. Commercial loans are primarily underwritten on the basis of the borrowers’ ability to service
such debt from income. The cash flows of borrowers, however, may not be as expected and the collateral securing
these loans may fluctuate in value. As a general practice, the Company takes as collateral a security interest in any
available real estate, equipment, or other chattel, although loans may also be made on an unsecured basis.
Collateralized working capital loans typically are secured by short-term assets whereas long-term loans are primarily
secured by long-term assets.  These loans are also affected by adverse economic conditions should they prevail
within the Company’s local market.

Consumer Loans.  Consumer loans are extended for various purposes, including purchases of automobiles,
recreational vehicles, and boats. Also offered are home improvement loans, lines of credit, personal loans, and deposit
account collateralized loans. Repayment of these loans is primarily dependent on the personal income of the
borrowers, which can be impacted by economic conditions in their market areas such as unemployment levels. Loans
to consumers are extended after a credit evaluation, including the creditworthiness of the borrower(s), the purpose of
the credit, and the secondary source of repayment. Consumer loans are made at fixed and variable interest rates and
may be made on terms of up to ten years. Risk is mitigated by the fact that the loans are of smaller individual amounts
and spread over a large number of borrowers.

The following summarizes the loan credit quality (in thousands):

OLEM
(Other
Loans
Especially

Pass Mentioned) Substandard Doubtful Loss Total
At September 30, 2013:
Residential real estate $ 18,324 $ 1,298 $ 7,002 $ 0 $ 0 $ 26,624
Multi-family real estate 3,818 0 0 0 0 3,818
Commercial real estate 22,477 1,368 13,699 0 0 37,544
Land and construction 4,330 1,971 0 0 0 6,301
Commercial 9,636 547 64 0 0 10,247
Consumer 81 0 0 0 0 81

Total $ 58,666 $ 5,184 $ 20,765 $ 0 $ 0 $ 84,615

At December 31, 2012:
Residential real estate $ 22,491 $ 0 $ 7,573 $ 0 $ 0 $ 30,064
Multi-family real estate 3,916 0 0 0 0 3,916
Commercial real estate 24,967 2,624 11,535 0 0 39,126
Land and construction 4,402 1,987 887 0 0 7,276
Commercial 7,092 66 0 0 0 7,158
Consumer 70 0 0 0 0 70
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Total $ 62,938 $ 4,677 $ 19,995 $ 0 $ 0 $ 87,610
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3) Loans, Continued.  Internally assigned loan grades are defined as follows:

Pass – a Pass loan’s primary source of loan repayment is satisfactory, with secondary sources very likely to be realized
if necessary.  These are loans that conform in all aspects to bank policy and regulatory requirements, and no
repayment risk has been identified.

OLEM (Other Loans Especially Mentioned) – an Other Loan Especially Mentioned has potential weaknesses that
deserve management’s close attention.  If left uncorrected, these potential weaknesses may result in the deterioration
of the repayment prospects for the asset or the Company’s credit position at some future date.

Substandard – a Substandard loan is inadequately protected by the current sound worth and paying capacity of the
obligor or of the collateral pledged, if any.  Loans so classified must have a well-defined weakness or weaknesses
that jeopardize the liquidation of the debt.  They are characterized by the distinct possibility that the Company will
sustain some loss if the deficiencies are not corrected.

Doubtful – a loan classified Doubtful has all the weaknesses inherent in one classified Substandard, with the added
characteristics that the weaknesses make collection or liquidation in full, on the basis of currently existing facts,
conditions, and values, highly questionable and improbable.

Loss – a loan classified Loss is considered uncollectible and of such little value that continuance as a bankable asset is
not warranted.  This classification does not mean that the asset has absolutely no recovery or salvage value, but rather
it is not practical or desirable to defer writing off this basically worthless asset even though partial recovery may be
affected in the future.  The Company fully charges off any loan classified as Loss.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3) Loans, Continued.  Age analysis of past-due loans is as follows (in thousands):

Accruing Loans
Greater

30-59 60-89 Than 90 Total
Days Days Days Past Nonaccrual Total

Past Due Past Due
Past
Due Due Current Loans Loans

At September 30,
2013:
Residential real
estate $ 183 $ 1,298 $ 0 $ 1,481 $ 20,968 $ 4,175 $ 26,624
Multi-family real
estate 0 0 0 0 3,818 0 3,818
Commercial real
estate 0 0 0 0 26,881 10,663 37,544
Land and
construction 0 0 0 0 6,301 0 6,301
Commercial 0 0 0 0 10,247 0 10,247
Consumer 0 0 0 0 81 0 81

Total $ 183 $ 1,298 $ 0 $ 1,481 $ 68,296 $ 14,838 $ 84,615

At December 31,
2012:
Residential real
estate $ 0 $ 2,915 $ 0 $ 2,915 $ 22,492 $ 4,657 $ 30,064
Multi-family real
estate 0 0 0 0 3,916 0 3,916
Commercial real
estate 0 0 0 0 27,591 11,535 39,126
Land and
construction 0 0 0 0 6,389 887 7,276
Commercial 699 0 0 699 6,459 0 7,158
Consumer 0 0 0 0 70 0 70

Total $ 699 $ 2,915 $ 0 $ 3,614 $ 66,917 $ 17,079 $ 87,610

The following summarizes the amount of impaired loans (in thousands):

At September 30, 2013 At December 31, 2012
Unpaid Unpaid

Recorded Principal Related Recorded Principal Related
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Investment Balance Allowance Investment Balance Allowance
With no related allowance
recorded:
Residential real estate $ 7,002 $ 7,509 $ 0 $ 7,573 $ 8,024 $ 0
Commercial real estate 10,880 12,855 0 8,661 11,412 0
Land and construction 0 0 0 886 2,410 0

With an allowance
recorded-Commercial real
estate $ 1,715 $ 2,913 $ 809 $ 2,874 $ 2,874 $ 366

Total:
Residential real estate $ 7,002 $ 7,509 $ 0 $ 7,573 $ 8,024 $ 0
Commercial real estate $ 12,595 $ 15,768 $ 809 $ 11,535 $ 14,286 $ 366
Land and construction $ 0 $ 0 $ 0 $ 886 $ 2,410 $ 0

Total $ 19,597 $ 23,277 $ 809 $ 19,994 $ 24,720 $ 366

 (continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(3)Loans, Continued.  The average net investment in impaired loans and interest income recognized and received on
impaired loans are as follows (in thousands):

2013 2012
Average Interest Interest Average Interest Interest
Recorded Income Income Recorded Income Income
Investment RecognizedReceived Investment RecognizedReceived

Three Months Ended September 30:
Residential real estate $ 7,176 $ 56 $ 268 $ 7,688 $ 52 $ 102
Commercial real estate $ 8,770 $ 15 $ 109 $ 14,277 $ 0 $ 63
Land and construction $ 206 $ 0 $ 11 $ 2,372 $ 0 $ 25

Total $ 16,152 $ 71 $ 388 $ 24,337 $ 52 $ 190

Nine Months Ended September 30:
Residential real estate $ 7,335 $ 208 $ 487 $ 7,863 $ 156 $ 254
Commercial real estate $ 9,743 $ 15 $ 222 $ 14,859 $ 0 $ 172
Land and construction $ 545 $ 0 $ 37 $ 4,681 $ 0 $ 69

Total $ 17,623 $ 223 $ 746 $ 27,403 $ 156 $ 495

No loans have been determined to be troubled debt restructurings during the nine months ended September 30, 2013
or 2012.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(4)Regulatory Capital. The Bank is required to maintain certain minimum regulatory capital requirements. The
following is a summary at September 30, 2013 of the regulatory capital requirements and the Bank’s capital on a
percentage basis:

Consent Order
Regulatory

Bank Requirement

Tier I capital to total average assets 5.87 % 8.00 %

Tier I capital to risk-weighted assets 7.35 % N/A

Total capital to risk-weighted assets 8.62 % 12.00 %

As a result of the Consent Order discussed in Note 10, the Bank is categorized as “adequately capitalized” until the
Consent Order is lifted, even if its ratios were to exceed those required to be a “well capitalized” bank.

5)        Loss Per Share. Basic loss per share has been computed on the basis of the weighted-average number of shares
of common stock outstanding during the period.  Basic and diluted loss per share is the same due to the net loss
incurred by the Company.  Loss per common share has been restated for all periods presented to reflect the
one-for-four reverse common share split effective May 31, 2013.  Loss per common share has been computed based
on the following:

Three Months Ended Nine Months Ended
September 30,   September 30,
2013   2012   2013   2012

Weighted-average number of common
shares outstanding used to calculate
basic and diluted loss per common share 7,212,486 7,278,727 7,889,214 6,532,711

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(6)Stock-Based Compensation.  On December 27, 2011, the Company’s stockholders approved the 2011 Equity
Incentive Plan (“2011 Plan”).  A total of 532,125 shares of common stock are available to be issued under the 2011
Plan.  Options, restricted stock, performance share awards and bonus share awards in lieu of obligations may be
issued under the 2011 Plan.  Both incentive stock options and nonqualified stock options can be granted under the
2011 Plan.  The exercise price of the stock options cannot be less than the fair market value of the common stock
on the date of grant.  Effective January 1, 2012, the Company adopted a Non- Employee Director Compensation
Plan under which bonus shares issuable under the 2011 Plan may be earned as compensation to outside directors.
During the nine months ended September 30, 2013, 20,824 shares of stock valued at approximately $34,811 have
been earned under the 2011 Plan and Non-Employee Director Compensation Plan as compensation to outside
directors.

The Company’s prior stock option plan terminated on February 27, 2011.  At September 30, 2013, no options were
available for grant under this plan.  Options must be exercised within ten years of the date of grant.

   A summary of the activity in the prior plan is as follows:

Weighted-
Weighted- Average
Average Remaining Aggregate

Number of Exercise Contractual Intrinsic
Options Price Term Value

Outstanding at December 31, 2012 6,839 $ 145.08
Options forfeited 3,799 159.58

Outstanding and exercisable at
September 30, 2013 3,040 $ 145.12 1.9 years  $0

(7)Fair Value Measurements.  Securities available for sale measured at fair value on a recurring basis are summarized
below (in thousands):

Fair Value Measurements at Reporting Date
Using

Quoted
Prices

In Active Significant
Markets for Other Significant
Identical Observable Unobservable

Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

As of September 30, 2013-
Mortgage-backed securities $ 23,718 $ 0 $ 23,718 $ 0
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As of December 31, 2012-
Mortgage-backed securities $ 18,648 $ 0 $ 18,648 $ 0

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(7)Fair Value Measurements, Continued.  There were no transfers of securities between levels of inputs for the nine
months ended September 30, 2013.

Assets measured at fair value on a nonrecurring basis are as follows (in thousands):

Losses
Fair Total Recorded in
Value Level 1 Level 2 Level 3 Losses Operations

At September
30, 2013:
Residential real
estate $ 1,279 $ 0 $ 0 $ 1,279 $ 507 $ 0
Commercial real
estate 5,794 0 0 5,794 5,082 792
Land and
construction 0 0 0 0 0 0

$ 7,073 $ 0 $ 0 $ 7,073 $ 5,589 $ 792

Foreclosed real
estate $ 7,834 $ 0 $ 0 $ 7,834 $ 724 $ 724

At December 31,
2012:
Residential real
estate $ 1,247 $ 0 $ 0 $ 1,247 $ 451 $ 0
Commercial real
estate 6,232 0 0 6,232 2,780 366
Land and
construction 887 0 0 887 449 0

$ 8,366 $ 0 $ 0 $ 8,366 $ 3,680 $ 366

Foreclosed real
estate $ 10,938 $ 0 $ 0 $ 10,938 $ 102 $ 102

(8)Fair Value of Financial Instruments. The estimated fair values and fair value measurement method with respect to
the Company’s financial instruments were as follows (in thousands):

At September 30, 2013 At December 31, 2012
Carrying Fair Carrying Fair
Amount Value Level Amount Value Level
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Financial
assets:
Cash and cash
equivalents $ 9,191 $ 9,191 1 $ 23,611 $ 23,611 1
Securities
available for
sale 23,718 23,718 2 18,648 18,648 2
Loans 82,090 81,868 3 85,209 85,046 3
Federal Home
Loan Bank
stock 1,082 1,082 3 1,478 1,478 3
Accrued
interest
receivable 513 513 3 499 499 3

Financial
liabilities:
Deposit
liabilities 97,293 97,601 3 101,611 101,985 3
Federal Home
Loan Bank
advances 20,200 21,053 3 27,700 29,633 3
Junior
subordinated
debenture 5,155 4,829 3 5,155 4,836 3
Off-balance
sheet financial
instruments 0 0 3 0 0 3

Discussion regarding the assumptions used to compute the estimated fair values of financial instruments can be found
in Note 1 to the consolidated financial statements included in the Company’s annual report on Form 10-K for the year
ended December 31, 2012.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(9) Regulatory Matters - Company.  The Company is subject to the supervision and regulation of the Board of
Governors of the Federal Reserve System (the “Federal Reserve”).  On June 22, 2010, the Company entered
into a written agreement with the Federal Reserve Bank of Atlanta (“Reserve Bank”) with respect to certain
aspects of the operation and management of the Company (the “Written Agreement”).

 The Written Agreement contains the following principal requirements:

   ● The Board of the Company must take appropriate steps to fully utilize the Company’s financial and
managerial resources to serve as a source of strength to the Bank, including, but not limited to,
taking steps to ensure that the Bank complies with the Consent Order entered into with the Official
Financial Regulation (“OFR”), the Federal Deposit Insurance Corporation (“FDIC”) and any other
supervisory action taken by the Bank’s state or federal regulator.

   ● The Company may not declare or pay any dividends without prior Reserve Bank and Federal
Reserve approval.

●
The Company may not, directly or indirectly, take dividends or any other form of payment representing a reduction
in capital from the Bank without prior Reserve Bank approval.
   ●The Company and its nonbank subsidiary, OptimumBank Holdings Capital Trust I, may not make any distributions
of interest, principal, or other sums on subordinated debentures or trust preferred securities without the prior
written approval of the Reserve Bank and the Federal Reserve.

●
The Company and its nonbank subsidiary, OptimumBank Holdings Capital Trust I,   may not, directly or indirectly,
incur, increase, or guarantee any debt or purchase or redeem any shares of its stock without the prior written
approval of the Reserve Bank.

●
The Company must obtain prior written consent from the Reserve Bank before appointing any new director or
senior executive officer, or changing the responsibilities of any senior executive officer so that the officer would
assume a different senior executive officer position, and must comply with the regulations applicable to
indemnification and severance payments.
   ●The Company must provide quarterly progress reports to the Reserve Bank, along with parent company only
financial statements.

  Management believes the Company is in substantial compliance with the requirements of the Written Agreement.

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(10)  Regulatory Matters- Bank. Effective April 16, 2010, the Bank consented to the issuance of a Consent Order by
the FDIC and the OFR, also effective as of April 16, 2010.

The Consent Order represents an agreement among the Bank, the FDIC and the OFR as to areas of the Bank’s
operations that warrant improvement and presents a plan for making those improvements. The Consent Order
imposes no fines or penalties on the Bank. The Consent Order will remain in effect and enforceable until it is
modified, terminated, suspended, or set aside by the FDIC and the OFR.

The Consent Order contains the following principal requirements:

●The Board of the Bank is required to increase its participation in the affairs of the Bank and assume full
responsibility for the approval of sound policies and objectives for the supervision of all of the Bank’s activities.
●The Bank is required to have and retain qualified and appropriately experienced senior management, including a
chief executive officer, a chief lending officer and a chief financial officer, who are given the authority to implement
the provisions of the Consent Order.
●Any proposed changes in the Bank’s Board of Directors or senior executive officers are subject to the prior consent of
the FDIC and the OFR.
●The Bank is required to maintain both a fully funded allowance for loan and lease losses satisfactory to the FDIC and
the OFR and a minimum Tier 1 leverage capital ratio of 8% and a total risk-based capital ratio of 12% for as long as
the Consent Order remains in effect.
●The Bank must undertake over a two-year period a scheduled reduction of the balance of loans classified “substandard”
and “doubtful” in its 2009 FDIC examination by at least 75%.
●The Bank is required to reduce the volume of its adversely classified private label mortgage backed securities under a
plan acceptable to the FDIC and OFR.
●The Bank must submit to the FDIC and the OFR for their review and comment a written business/strategic plan
covering the overall operation of the Bank.
●The Bank must implement a plan to improve earnings, addressing goals and strategies for improving and sustaining
earnings, major areas for improvement in the Bank’s operating performance, realistic and comprehensive budgets and
a budget review process.
●The Bank is required to revise, implement and incorporate recommendations of the FDIC and OFR with respect to
the following policies or plans:

o Lending and Collection Policies;
o Investment Policy;

(continued)
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited), Continued

(10)  Regulatory Matters – Bank, Continued.  
o Liquidity, Contingency Funding and Funds Management Plan;

o Interest Rate Risk Management Policy;
o Internal Loan Review and Grading System;

o Internal Control Policy; and
o A plan to reduce concentration in commercial real estate loans.

●The Bank’s Board of Directors must review the adequacy of the allowance for loan and lease losses and establish a
comprehensive policy satisfactory to the FDIC and OFR for determining such adequacy at least quarterly thereafter.

● The Bank may not pay any dividends or bonuses without the prior approval of the FDIC.
●The Bank may not accept, renew or rollover any brokered deposits except with the prior approval of the FDIC.
●The Bank is required to notify the FDIC and OFR prior to undertaking asset growth of 10% or more per annum while
the Consent Order remains in effect.

● The Bank is required to file quarterly progress reports with the FDIC and the OFR.

Management believes that the Bank is currently in substantial compliance with all the requirements of the Consent
Order except for the following requirements:
●Development of a plan to reduce Bank’s concentration in commercial real estate loans acceptable to the supervisory
authorities; and

● Capital ratio requirements of 12% of total risk-based capital and 8% Tier I leverage capital ratio.

The Bank has implemented comprehensive policies and plans to address all of the requirements of the Consent Order
and has incorporated recommendations from the FDIC and OFR into these policies and plans. The Board intends to
seek capital through investors.  Accordingly, there can be no assurance that the Company will raise sufficient capital
for the Bank to achieve and maintain material compliance with these ratios.

(11)Junior Subordinated Debenture.  The terms of the debenture agreement allow the Company to defer payments of
interest on the debenture by extending the interest payment period at any time during the term of the debenture for
up to twenty consecution quarterly periods.  Effective with the interest payment due March 31, 2010, the
Company has elected its right to defer payment of interest on the debenture.  Accrued and unpaid interest on the
debenture totaled $599,000 at September 30, 2013.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the condensed consolidated financial statements and
notes thereto presented elsewhere in this report.  For additional information, refer to the financial statements and
footnotes for the year ended December 31, 2012 in the Annual Report on Form 10-K.

Regulatory Enforcement Actions

Bank Consent Order.  On April 16, 2010, the Bank consented to the issuance of a Consent Order (“Consent Order”) by
the FDIC and OFR.   The Consent Order covers areas of the Bank’s operations that warrant improvement and imposes
various requirements and restrictions designed to address these areas, including the requirement to maintain certain
minimum capital ratios.  A detailed discussion of the Consent Order is contained in Footnote 10 to the condensed
consolidated financial statements contained in this report.   Management believes that the Bank is currently in
substantial compliance with all the requirements of the Consent Order except for the following requirements:
   ● Development of a plan to reduce Bank's concentration in commercial real estate loans acceptable to the

supervisory authorities; and
   ● Capital ratio requirements of 12% of total risk-based capital and 8% Tier I leverage capital ratio.

The Bank has implemented comprehensive policies and plans to address all of the requirements of the Consent Order
and has incorporated recommendations from the FDIC and OFR into these policies and plans.  The Board intends to
seek capital through investors. Accordingly, there can be no assurance that the Company will raise sufficient capital
for the Bank to achieve and maintain material compliance with these ratios.

Company Written Agreement with Reserve Bank.  On June 22, 2010, the Company and the Reserve Bank entered into
a Written Agreement with respect to certain aspects of the operation and management of the Company, including,
without the prior approval of the Reserve Bank,  paying or declaring dividends, taking dividends or payments from the
Bank, making any interest, principal or other distributions on trust preferred securities, incurring, increasing or
guaranteeing any debt, purchasing or redeeming any shares of stock, or appointing any new director or senior
executive officer.  Management believes that the Company is currently in substantial compliance with the
requirements of the Written Agreement.  A detailed discussion of the Written Agreement is contained in Footnote 10
to the condensed consolidated financial statements contained in this report.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

The following discussion and analysis should be read in conjunction with the financial statements and notes thereto
appearing elsewhere in this report. This Quarterly Report on Form 10-Q contains “forward-looking statements” within
the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.
These forward-looking statements involve known and unknown risks and uncertainties, many of which are beyond the
control of the Company, including adverse changes in economic, political and market conditions, losses from the
Company’s lending activities and changes in market conditions, the possible loss of key personnel, the impact of
increasing competition, the impact of changes in government regulation, the possibility of liabilities arising from
violations of federal and state securities laws and the impact of changes in technology in the banking industries.
Although the Company believes that its forward-looking statements are based upon reasonable assumptions regarding
its business and future market conditions, there can be no assurances that the Company’s actual results will not differ
materially from any results expressed or implied by the Company’s forward-looking statements. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise. Readers are cautioned that any forward-looking statements are not guarantees
of future performance.

Capital Levels

At September 30, 2013, the Bank did not meet the regulatory capital requirements of the Consent Order.  The
following table summarizes the capital measures of the Bank at September 30, 2013 and December 31, 2012: 

FDIC Guideline Requirements
September
30,   December 31, Adequately-   Well-   Consent
2013 2012 Capitalized   Capitalized   Order

Leverage ratio 5.87 8.12 4.00 5.00 8.00

Tier I risk-based capital
ratio 7.35 10.23 4.00 6.00 *

Total risk-based capital
ratio 8.62 11.48 8.00 10.00 12.00

*No additional requirement is established by the Consent Order
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Financial Condition at September 30, 2013 and December 31, 2012

Overview

Our total assets declined by $15.9 million to $127.8 million at September 30, 2013, from $143.7 million at December
31, 2012, due to a $3.1 million reduction in foreclosed real estate and a $14.4  million reduction in cash primarily as a
result of a reduction in deposits and Federal Home Loan Bank advances.  Deposits decreased by $4.3 million to $97.3
million at September 30, 2013, from $101.6 million at December 31, 2012, primarily due to a reduction in savings,
NOW and money market deposits, which were a planned reduction in an effort to reduce the Bank’s cost of funds, and
noninterest-bearing demand deposits, which were a planned reduction to select customers to decrease volatility on the
balance sheet. Total stockholders’ equity decreased by $4.8 million to $2.1 million at September 30, 2013 from $6.9
million at December 31, 2012, due to a $4.7 million net loss for the nine month period ended September 30, 2013.

The following table shows selected information for the periods ended or at the dates indicated:

Nine Months Nine Months
Ended Year Ended Ended

September 30, December 31,
September
30,

2013 2012 2012

Average equity as a percentage of average assets 2.91 % 5.15 % 5.11 %

Equity to total assets at end of period 1.67 % 4.81 % 5.91 %

Return on average assets (1) (4.65 )% (3.10 )% (2.08 )%

Return on average equity (1) (159.98 )% (60.28 )% (40.75 )%

Noninterest expenses to average assets (1) 4.51 % 3.62 % 3.41 %

(1) Annualized for the nine months ended September 30, 2013 and 2012.

Despite the slowing decline of  real estate values in South Florida, we continue to experience the adverse effects of the
prolonged real estate devaluation resulting in significant levels of non-performing loans,  foreclosed real estate and
loan charge-offs.   Management, however, is committed to minimizing further losses in the loan portfolio and
reducing our nonperforming assets.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Liquidity and Sources of Funds

The Bank’s sources of funds include customer deposits, advances from the Federal Home Loan Bank of Atlanta
(“FHLB”), principal repayments and sales of investment securities, loan repayments, foreclosed real estate sales, the use
of Federal Funds markets, net earnings, if any, and loans taken out at the Federal Reserve Bank discount window.

Deposits are our primary source of funds.  Under the Consent Order, the interest rates that we pay on our market area
deposits and our ability to accept brokered deposits is restricted.  The restriction on brokered deposits is not expected
to alter the Bank’s current deposit gathering activities since the Bank has not accepted, renewed or rolled over any
brokered deposits since December 2009.  With respect to the yield limitations, it is possible that the Bank could
experience a decrease in deposit inflows, or the migration of current deposits to competitor institutions, if other
institutions offer higher interest rates than those permitted to be offered by the Bank. Despite these yield limitations,
we believe that we have the ability to adjust rates on our deposits to attract or retain deposits as needed.

In addition to obtaining funds from depositors, we may borrow funds from other financial institutions. At September
30, 2013, the Bank had outstanding borrowings of $20.2 million, against its $31.7 million in established borrowing
capacity with the FHLB. The Bank’s borrowing facility is subject to collateral and stock ownership requirements, as
well as prior FHLB consent to each advance. In 2010, the Bank obtained an available discount window credit line
with the Reserve Bank, currently $1.9 million.   The Reserve Bank line is subject to collateral requirements and must
be repaid within 90 days; each advance is subject to prior Reserve Bank consent. In addition, in 2013 the Bank
established a new credit facility of $2.5 million with SunTrust Bank, subject to the same stock collateral requirements
as the FHLB line. We measure and monitor our liquidity daily and believe our liquidity sources are adequate to meet
our operating needs.

The Company, on an unconsolidated basis, typically relies on dividends from the Bank to fund its operating expenses,
primarily expenses of being publicly held, and to make interest payments on its outstanding trust preferred
securities.  Under the Consent Order, the Bank is currently unable to pay dividends without prior regulatory approval. 
In addition, under the Written Agreement, we may not pay interest payments on the trust preferred securities or
dividends on our common stock, incur any additional indebtedness at the holding company level, or redeem our
common stock without the prior regulatory approval of the Reserve Bank.  Since January 2010, we have deferred
interest payments on our trust preferred securities.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Off-Balance Sheet Arrangements

The Company is a party to financial instruments with off-balance-sheet risk in the normal course of business to meet
the financing needs of its customers. These financial instruments are commitments to extend credit and may involve,
to varying degrees, elements of credit and interest-rate risk in excess of the amounts recognized in the condensed
consolidated balance sheet.  The contract amounts of these instruments reflect the extent of the Company’s
involvement in these financial instruments.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition
established in the contract.  Commitments generally have fixed expiration dates or other termination clauses and may
require payment of a fee.  Since many of the commitments are expected to expire without being drawn upon, the total
committed amounts do not necessarily represent future cash requirements.  The Company evaluates each customer’s
creditworthiness on a case-by-case basis.

The amount of collateral obtained, if it is deemed necessary by the Company upon extension of credit, is based on
management’s credit evaluation of the counter party.  As of September 30, 2013, the Company had commitments to
extend credit totaling $1.2 million.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Results of Operations

The following table sets forth, for the periods indicated, information regarding (i) the total dollar amount of interest
and dividend income of the Company from interest-earning assets and the resultant average yields; (ii) the total dollar
amount of interest expense on interest-bearing liabilities and the resultant average cost; (iii) net interest income; (iv)
interest-rate spread; (v) net interest margin; and (vi) ratio of average interest-earning assets to average interest-bearing
liabilities.

  Three Months Ended September 30,
2013 2012

  Interest   Average   Interest   Average
Average   and   Yield/   Average   and   Yield/
Balance   Dividends   Rate   Balance   Dividends   Rate
  ($ in thousands)

Interest-earning assets:
Loans $ 83,464 1,074 5.15 % $ 89,022 $ 1,025 4.61 %
Securities 22,784 196 3.44 24,661 245 3.97
Other (1) 8,296 16 0.77 25,838 22 0.34

Total interest-earning
assets/interest income 114,544 1,286 4.49 139,521 1,292 3.70

Cash and due from banks 5,009 2,399
Premises and equipment 2,933 2,804
Other 7,808 7,232

Total assets $ 130,294 $ 151,956

Interest-bearing liabilities:
Savings, NOW and
money-market deposits 32,734 46 0.56 35,837 57 0.64
Time deposits 62,520 155 0.99 70,228 215 1.22
Borrowings (2) 27,067 231 3.41 34,116 359 4.21

Total interest-bearing
liabilities/interest expense 122,321 432 1.41 140,181 631 1.80

Noninterest-bearing
demand deposits 2,996 1,069
Other liabilities 2,779 2,299
Stockholders' equity 2,198 8,407
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Total liabilities and
stockholders' equity $ 130,294 $ 151,956

Net interest income $ 854 $ 661

Interest-rate spread (3) 3.08 % 1.90 %

Net interest margin (4) 2.98 % 1.81 %

Ratio of average
interest-earning assets
to average interest-bearing
liabilities 0.94 1.00

(1) Includes interest-earning deposits with banks, federal funds sold and Federal Home Loan Bank stock dividends.
(2) Includes Federal Home Loan Bank advances, and junior subordinated debenture.
(3)
(4)  

Interest-rate spread represents the difference between the average yield on interest-earning assets and the
average cost of interest-bearing liabilities.
Net interest margin is net interest income divided by average interest-earning assets.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Results of Operations

The following table sets forth, for the periods indicated, information regarding (i) the total dollar amount of interest
and dividend income of the Company from interest-earning assets and the resultant average yields; (ii) the total dollar
amount of interest expense on interest-bearing liabilities and the resultant average cost; (iii) net interest income; (iv)
interest-rate spread; (v) net interest margin; and (vi) ratio of average interest-earning assets to average interest-bearing
liabilities.

  Nine Months Ended September 30,
2013 2012

  Interest   Average   Interest   Average
Average   and   Yield/   Average   and   Yield/
Balance   Dividends   Rate   Balance   Dividends   Rate

($ in thousands)
Interest-earning assets:
Loans $ 86,576 3,235 4.98 % $ 89,607 $ 3,002 4.47 %
Securities 19,914 571 3.83 26,530 819 4.12
Other (1) 13,192 48 0.48 25,085 60 0.32

Total interest-earning
assets/interest income 119,682 3,854 4.29 141,222 3,881 3.66

Cash and due from
banks 4,678 1,594
Premises and equipment 2,929 2,726
Other 8,532 6,760

Total assets $ 135,821 $ 152,308

Interest-bearing
liabilities:
Savings, NOW and
money-market deposits 33,112 143 0.58 35,336 169 0.64
Time deposits 61,552 506 1.10 70,089 679 1.29
Borrowings (2) 30,926 876 3.77 35,942 1,136 4.21

Total interest-bearing
liabilities/interest
expense 125,590 1,525 1.62 141,367 1,984 1.87

3,427 728
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Noninterest-bearing
demand deposits
Other liabilities 2,853 2,435
Stockholders' equity 3,951 7,777

Total liabilities and
stockholders' equity $ 135,821 $ 152,308

Net interest income $ 2,329 $ 1,897

Interest-rate spread (3) 2.67 % 1.79 %

Net interest margin (4) 2.59 % 1.79 %

Ratio of average
interest-earning assets to
average interest-bearing
liabilities 0.95 1.00

(1) Includes interest-bearing deposits in banks, federal funds sold and Federal Home Loan Bank stock dividends.
(2) Includes Federal Home Loan Bank advances and junior subordinated debenture.
(3)Interest-rate spread represents the difference between the average yield on interest-earning assets and the average

cost of interest-bearing liabilities.
(4) Net interest margin is net interest income divided by average interest-earning assets.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Comparison of the Three-Month Periods Ended September 30, 2013 and 2012

General.  Net loss for the three months ended September 30, 2013, was $0.3 million or $(.05) per basic and diluted
share compared to a net loss of $1.0 million or $(.14) per basic and diluted share for the period ended September 30,
2012.  This decrease in the Company’s net loss was primarily due to a decrease in the provision for loan losses.

Interest Income.  Interest income remained at $1.3 million for the three months ended September 30, 2013 and 2012.

Interest Expense.  Interest expense decreased to $0.4 million for the three months ended September 30, 2013 from
$0.6 million for the three months ended September 30, 2012.  Interest expense decreased primarily because of a
decrease in the average yield paid during 2013 and a decrease in the average balance of deposits in 2013.

Provision for Loan Losses.  The provision for the three months ended September 30, 2013, was $0 compared to $0.2
million for the same period in 2012.  The provision for loan losses is charged to operations as losses are estimated to
have occurred in order to bring the total allowance for loan losses to a level deemed appropriate by management to
absorb losses inherent in the portfolio at September 30, 2013. Management’s periodic evaluation of the adequacy of
the allowance is based upon historical experience, the volume and type of lending conducted, adverse situations that
may affect the borrower’s ability to repay, estimated value of the underlying collateral, loans identified as impaired,
general economic conditions, particularly as they relate to market areas, and other factors related to the estimated
collectability of the loan portfolio.  The allowance for loan losses totaled $2.9 million or 3.46% of loans outstanding
at September 2013, compared to $2.5 million, or 2.81% of loans outstanding at December 31, 2012. Management
believes the balance in the allowance for loan losses at September 30, 2013 is adequate.

Noninterest Income.  Total noninterest income decreased to $6,000 for the three months ended September 30, 2013
and 2012, from $10,000 for the three months ended September 30, 2012.

Noninterest Expenses.  Total noninterest expenses decreased to $1.2 million for the three months ended September
30, 2013 compared to $1.4 million for the three months ended September 30, 2012, primarily as a result of a
reduction in professional fees and foreclosed real estate expense.

Other-Than-Temporary Impairment on Securities. Other-than-temporary impairment on securities decreased to
$9,000 for the three months ended September 30, 2013, compared to $0.1 million for the three months ended
September 30, 2012.
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OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations, Continued

Comparison of the Nine-Month Periods Ended September 30, 2013 and 2012

General.  Net loss for the nine months ended September 30, 2013, was $4.7 million or $(.60) per basic and diluted
share compared to a net loss of $2.4 million or $(.36) per basic and diluted share for the period ended September 30,
2012.  This increase in the Company’s net loss was primarily due to increases in foreclosed real estate expense and
provision for loan losses.

Interest Income.  Interest income remained at $ 3.9 million for the nine months ended September 30, 2013 and 2012.

Interest Expense.  Interest expense decreased to $1.5 million for the nine months ended September 30, 2013, from
$2.0 million for the nine months ended September 30, 2012.  Interest expense on deposits decreased primarily
because of a decrease in the average yield paid on deposits in 2013 and a decrease in the average balance of deposits
in 2013.

Provision for Loan Losses.  The provision for the nine months ended September 30, 2013, was $2.2 million
compared to $0.4 million for the same period in 2012.  The provision for loan losses is charged to operations as
losses are estimated to have occurred in order to bring the total allowance for loan losses to a level deemed
appropriate by management to absorb losses inherent in the loan portfolio at September 30, 2013. Management’s
periodic evaluation of the adequacy of the allowance is based upon historical experience, the volume and type of
lending conducted by us, adverse situations that may affect the borrower’s ability to repay, estimated value of the
underlying collateral, loans identified as impaired, general economic conditions, particularly as they relate to our
market areas, and other factors related to the estimated collectability of our loan portfolio.  The allowance for loan
losses totaled $2.9 million or 3.46% of loans outstanding at September 30, 2013, compared to $2.5 million, or 2.81%
of loans outstanding at December 31, 2012. Management believes the balance in the allowance for loan losses at
September 30, 2013 is adequate.

Noninterest Income.  Total noninterest income decreased to $82,000 for the nine months ended September 30, 2013,
from $198,000 for the nine months ended September 30, 2012.

Noninterest Expenses.  Total noninterest expenses increased to $4.6 million for the nine months ended September 30,
2013 from $3.9 million for the nine months ended September 30, 2012, primarily due to a $0.7 million increase in
foreclosed real estate expense.

Other-Than-Temporary Impairment on Securities. Other-than-temporary impairment on securities increased to $0.4
million for the nine month period ended September 30, 2013 from $0.2 million for the same period in 2012.  The
impairment resulted from a periodic impairment analysis with respect to the private-label mortgage-backed securities
portfolio.
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Item 4.  Controls and Procedures

The Company’s management evaluated the effectiveness of disclosure controls and procedures as of the end of the
period covered by this report, and, based on this evaluation, the Principal Executive Officer and Principal Financial
Officer concluded that these disclosure controls and procedures are effective.

There have been no changes in internal control over financial reporting during the quarter ended September 30, 2013,
that have materially affected, or are reasonably likely to materially affect internal control over financial reporting.

PART II.  OTHER INFORMATION

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

Non-Employee Director Share Issuances

On September 30, 2013, the Company allocated 7,644 shares of its common stock to the Company’s non-employee
directors under the Company’s 2011 Equity Incentive Plan and the Company’s Non-Employee Director Compensation
Plan (the “Director Compensation Plan”) for attendance fees at board meetings of the Company during the third quarter
of 2013.  Under the Director Compensation Plan, which became effective on January 1, 2012, fees for attendance at
board and committee meetings are payable 75% in shares of common stock and 25% in cash on a quarterly basis.  The
shares were issued at the price of $1.58, the fair market value of the shares on the date of issuance.  The issuance of
the shares was exempt from registration pursuant to Section 4(2) of the Securities Act as a transaction by an issuer not
involving a public offering.

Item 6.  Exhibits

The exhibits contained in the Exhibit Index following the signature page are filed with or incorporated by reference
into this report.

34

Edgar Filing: NETLIST INC - Form S-3

76



OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

OPTIMUMBANK HOLDINGS, INC.
(Registrant)

Date:    November 13, 2013 By:   /s/ Thomas Procelli
  Thomas Procelli,
  Principal Executive Officer and Principal
  Financial Officer

35

Edgar Filing: NETLIST INC - Form S-3

77



OPTIMUMBANK HOLDINGS, INC. AND SUBSIDIARIES

EXHIBIT INDEX

Exhibit
No. Description

3.1

Amended and
Restated Articles of
Incorporation
(incorporated by
reference from
Annual Report on
Form 10-K filed
with the SEC on
March 30, 2012)

4.1

Bylaws
(incorporated by
reference from
Current Report on
Form 8-K filed with
the SEC on May 11,
2004)

4.2

Form of stock
certificate
(incorporated by
reference from
Quarterly Report on
Form 10-QSB filed
with the SEC on
August 12, 2004)

4.3

Form of Registration
Rights Agreement
between
OptimumBank
Holdings, Inc. and
Investors
(incorporated by
reference from
Current Report on
Form 8-K filed with
the SEC on October
31, 2011)
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4.4

The Company has
outstanding certain
long-term debt.
None of such debt
exceeds ten percent
of the Company’s
total assets;
therefore, copies of
the constituent
instruments defining
the rights of the
holders of such debt
are not included as
exhibits. Copies of
instruments with
respect to such
long-term debt will
be furnished to the
SEC upon request.

10.1

OptimumBank
Holdings, Inc.
Non-Employee
Director
Compensation Plan
(incorporated by
reference from
Annual Report on
Form 10-K filed
with the SEC on
March 30, 2012)

10.2

Amended and
Restated Stock
Purchase
Agreement, dated as
of December 52011,
between
OptimumBank
Holdings, Inc. and
Moishe Gubin
(incorporated by
reference from
Annual Report on
Form 10-K filed
with the SEC on
March 30, 2012)

10.3 First Amendment
dated June 29, 2012
to Amended and
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Restated Stock
Purchase Agreement
between
OptimumBank
Holdings, Inc. and
Moishe Gubin dated
December 5, 2011
(incorporated by
reference from
Current Report on
Form 8-K filed with
the SEC on July 6,
2012)

10.4

Second First
Amendment dated
October 25, 2012 to
Amended and
Restated Stock
Purchase Agreement
between
OptimumBank
Holdings, Inc. and
Moishe Gubin dated
December 5, 2011

31.1

Certification of
Principal Executive
and Principal
Financial Officer
required by Rule
13a-14(a)/15d-14(a)
under the Exchange
Act

32.1

Certification of
Principal Executive
and Principal
Financial Officer
under 18 U.S.C.
Section 1350

101.INS XBRL Instance
Document

101.SCH
XBRL Taxonomy
Extension Schema
Document

101.CAL XBRL Taxonomy
Extension
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Calculation
Linkbase Document
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EXHIBIT INDEX

Exhibit No. Description

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document
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