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Forward-Looking Statements

Certain statements contained in this annual report on Form 10-K, including, but not limited to, statements regarding the development, growth
and expansion of our business, our intent, belief or current expectations, primarily with respect to our future operating performance and the
products we expect to offer, and other statements regarding matters that are not historical facts, are �forward-looking statements� within the
meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of
1934, as amended, or the Exchange Act, and are subject to the �safe harbor� created by these sections. Future filings with the Securities and
Exchange Commission, or SEC, future press releases and future oral or written statements made by us or with our approval, which are not
statements of historical fact, may also contain forward-looking statements. Because such statements include risks and uncertainties, many of
which are beyond our control, actual results may differ materially from those expressed or implied by such forward-looking statements. Some of
the factors that could cause actual results to differ materially from those expressed or implied by such forward-looking statements are set forth in
the section entitled �Risk Factors� and in the section entitled �Management�s Discussion and Analysis of Financial Condition and Results of
Operations� and elsewhere throughout this annual report on Form 10-K.

Readers are cautioned not to place undue reliance on these forward-looking statements. The forward-looking statements speak only as of the
date on which they are made, and, except as required by applicable law, we undertake no obligation to update any forward-looking statement to
reflect events or circumstances after the date on which the statement is made or to reflect the occurrence of unanticipated events.

PART I

Item 1. Business
We are a provider of entry-level and midrange storage systems and storage software for organizations requiring high reliability, high
performance networked storage and data management solutions in an open systems architecture. Our storage solutions consist of integrated
hardware, firmware and software products employing a modular architecture that allows end-users to add various capacity or data protection
schemes as needed. Our broad range of products, from medium capacity stand-alone storage units to complete multi-terabyte storage area
networks, or SANs, provide end-users with a cost-effective means of addressing increasing storage demands without sacrificing performance or
reliability. Our current product family based on our Rapid Evolution, or R/Evolution � architecture provides high performance and large disk
array capacities for a broad variety of environments, employing Fibre Channel, or FC, Internet Small Computer Systems Interface, or iSCSI, or
Serial Attached SCSI, or SAS, interconnects to switches and/or hosts. In addition, our Assured family of data protection software products
provide additional layers of data protection options to complement our line of storage disk arrays. Our current mainstream 2000 series of
entry-level storage products and newer Just a Bunch of Disks, or JBOD, arrays have significantly increased in market share during 2008 and are
targeted primarily at mainstream enterprise and small-to-medium business, or SMB, applications. Our legacy SANnet II products have been
distinguished by certification as Network Equipment Building System, or NEBS, Level 3 (a telecommunications standard for equipment used in
central offices) and are also MIL-STD-810F (a military standard created by the U.S. government) compliant based on their ruggedness and
reliability, and this legacy is continued in a number of next generation products that we plan to bring to market in 2009. In January 2009, we
launched a new line of products to address the growing need for smaller formfactor, highly dense storage utilizing SAS or serial ATA, or SATA,
disks, as well as the newest generation of solid state disks, or SSDs. In September 2008, we made a significant investment through our
acquisition of certain assets, namely RAIDCore and Network Attached Software, or NAS, from Ciprico, Inc., or Ciprico. We believe this
acquisition will open up new markets for us in the enterprise server and workstation markets for data protection internal to the servers and
workstations. The acquisition also provided us with a new team of software development professionals located in Minneapolis, Minnesota.
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Our products and services are sold worldwide to facilitate server and SAN storage implementations, primarily through original equipment
manufacturers, or OEMs and supplemented by system integrators, or SIs, distributors and value added resellers, or VARs. Our OEM channel
partners currently include, among others, Fujitsu Siemens Computers, or Fujitsu Siemens, Hewlett-Packard, or HP, Motorola, Inc., or Motorola,
NEC Corporation, or NEC, NetApp, Inc., or NetApp, and Sun Microsystems, or Sun.

We began shipping products to HP in the fourth quarter of 2007. In January 2008, we amended our agreement with HP to provide private label,
entry-level redundant array of independent disks, or RAID, storage arrays to HP. This business rapidly expanded during 2008 as HP launched
these products in their sales channels. In connection with the amended agreement, we issued a five-year warrant to HP to purchase
1,602,489 shares of Dot Hill�s common stock (approximately 3.5% of Dot Hill�s outstanding shares prior to the issuance of the warrant). We have
been shipping our products to Sun for resale to Sun�s customers since October 2002 and continue to do so, having shipped over 200,000 units to
date. However, over the past year we have experienced a decline in net revenues from Sun. The decline in Sun net revenue is primarily due to
the products nearing the end of their lifecycle and the lack of development of follow-on products for the ST-3000 line to date. We expect net
revenue from Sun to continue to decline over future periods. Pursuant to our Development and OEM Supply Agreement with NetApp, we are
designing and developing general purpose disk arrays for a variety of products to be sold under private label by NetApp. We began shipping
products to NetApp under the agreement for general availability in the third quarter of 2007 and net revenues from NetApp have increased
significantly in 2008. Pursuant to our Master Purchase Agreement with Fujitsu Siemens, we are developing, with Fujitsu Siemens, storage
solutions utilizing key components and patented technologies from us. We began shipping products to Fujitsu Siemens under the agreement in
July 2006 and expect to continue introducing additional products.

Our agreements with our channel partners do not contain any minimum purchase commitments and may be terminated at any time upon notice
from the applicable partner. Our ability to achieve profitability will depend, among other things, on the level of orders we actually receive from
our channel partners, the actual amounts we spend for inventory support and incremental internal investment, our ability to reduce product cost,
our product lead time our ability to meet delivery schedules required by our channel partners and the economic environment.

Our strategy includes outsourcing substantially all of our manufacturing to third-party contract manufacturers in order to reduce product cycle
times and manufacturing infrastructure, enhance working capital and improve margins by taking advantage of the third parties� manufacturing
and procurement economies of scale. Since 2002, we have outsourced substantially all of our manufacturing operations to Solectron
Corporation, or Solectron, which was subsequently purchased by Flextronics International Limited, or Flextronics. In February 2007, we entered
into a manufacturing agreement with MiTAC International Corporation, or MiTAC, a leading provider of contract manufacturing and original
design manufacturing services, and SYNNEX Corporation, or SYNNEX, a leading global information technology, or IT, supply chain services
company. Under the terms of the agreement, MiTAC supplies us with manufacturing, assembly and test services from its facilities in China and
SYNNEX provides us with final assembly, testing and configure-to-order services through its facilities in Fremont, California and Telford,
United Kingdom. The agreement with MiTAC and SYNNEX facilitates our strategic product initiatives, helps to expand our global capabilities
and further reduces our manufacturing costs. Currently, all of our Series 2000 and Series 5000 R/Evolution products are manufactured by these
partners.

In September 2008, we entered into a manufacturing agreement with Foxconn Technology Group, or Foxconn. Under the terms of the
agreement, Foxconn will supply us with manufacturing, assembly and test services from its facilities in China and final integration services
including final assembly, testing and configure-to-order services, through its worldwide facilities. The agreement provides for an initial
three-year term that is automatically renewed at the end of such three-year term for additional one-year terms unless and until the agreement is
terminated by either party. We do not anticipate shipping products for general availability under the Foxconn agreement until the first half of
2009.
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In December of 2008, our management approved, committed to, and initiated plans to restructure and improve efficiencies in our operations.
Costs associated with the restructuring plan totaled $0.8 million, primarily related to severance and facility costs. The restructuring was due to a
combination of factors, primarily driven by the economic downturn, but also driven by our eventual plan to consolidate our two facilities in
Carlsbad, California and Longmont, Colorado into the Longmont Colorado facility.

We were formed in 1999 by the combination of Box Hill Systems Corp., or Box Hill, and Artecon, Inc., or Artecon. We reincorporated in
Delaware in 2001. Our website address is http://www.dothill.com. Information contained on our website does not constitute a part of this annual
report on Form 10-K. Our annual reports on Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K and all
amendments to those reports that we file with the SEC are currently available free of charge to the general public through our website promptly
after being filed with the SEC and are also accessible through the SEC�s website which may be found at http://www.sec.gov. In addition, you
may read and copy the materials we file with the SEC at the SEC�s Public Reference Room at 100 F Street, N.E., Washington, DC 20549. You
may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.

Industry Background

Growth of Data Storage

The efficient generation, storage, management and retrieval of digital data and content has become increasingly strategic and mission-critical to
organizations. The volume of this data continues to grow rapidly, driven by several factors, including, among others:

� the proliferation of different types of data and data forms such as digital graphics, video, text and audio;

� the emergence of Internet-based communication protocols which enable users to rapidly duplicate, change and re-communicate data;

� new regulations and corporate policies requiring additional storage, such as compliance with the Sarbanes-Oxley Act of 2002,
requirements imposed on healthcare companies and evolving regulatory requirements for financial services companies;

� the implementation of enterprise-wide databases containing business management information;

� gains in network bandwidth and the technology for managing and classifying large volumes of data; and

� the development of the information lifecycle management and the growing use of RAID systems in the backup market in place of, or
in addition to, automated tape libraries, due to new applications of technologies that offer improved alternatives in the trade-off
between performance and cost of ownership.

According to International Data Corporation, or IDC, the total storage capacity of all worldwide external disk storage systems shipped will grow
by nearly 52% on a compounded annual basis between 2007 and 2012. In 2009, though we are entering a period of reduction in overall IT
industry spending, we believe there may be a shift in spending toward the entry-level storage market as IT budgets are adjusted downwards.

IDC estimates that by 2011, worldwide storage systems hardware, software and services revenue will total $90.1 billion, with disk storage
systems representing 37% of this total, or $33.3 billion.

IDC also estimates that worldwide storage systems hardware, software and services revenue will grow at a 3.7% compound annual growth rate,
or CAGR, from $75.2 billion in 2007 to $90.1 billion in 2011, and that disk storage systems will grow at a 3.4% CAGR from $28.2 billion in
2007 to $33.5 billion in 2011.
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Traditionally, storage vendors have designed products for markets differentiated by capacity, performance, price and feature set. These storage
markets are typically identified as:

� Entry-level. Entry-level storage products are designed for relatively low capacity, simple, stand-alone data storage needs for which
price and simplicity are the main purchasing considerations. OEMs and server companies address this market primarily through an
indirect sales channel approach employing distributors, retailers and VARs that assist IT managers in identifying, purchasing and
installing the product.

� Midrange. Midrange or departmental/workgroup storage products are designed for higher capacity and performance than entry-level
products, but still feature ease of use and manageability, and are attached to a local server or a network of servers tailored to the
needs of the local users. In this market, storage providers, OEMs and server companies primarily sell their products to local IT
managers either direct or through distributors, VARs and regional SIs.

� High-end. High-end or data center storage products are designed for use by larger organizations where data storage and management
is critical. These organizations require large capacity storage systems that feature high performance, automation, extreme reliability,
continuous availability, operating systems interoperability and global service and support. In this market, storage providers, OEMs
and server companies sell their products with a combination of a direct sales force and indirect channels, including OEMs, large SIs,
VARs and managed services providers.

In addition to dramatic increases in the overall volume of data, the storage market has been influenced by the following major trends:

Migration to Networked and Clustered Computing. Computing processes and architectures have evolved from mainframe computing systems
toward a centrally managed network computing environment characterized by multiple operating systems and server platforms that must share
information both locally and remotely. Organizations require large-scale data storage solutions offering, among other things:

� increased connectivity capabilities;

� greater capacity;

� higher performance;

� the ability to share data among different platforms;

� greater reliability; and

� greater protection.
Organizations have responded by implementing tailored networks, optimized for data storage functions that facilitate data access and protection.

Increasing Focus on Total Cost of Ownership and Return on Investment. IT managers are increasingly focused on lowering the total cost of
ownership and increasing their return on investment on each technology purchase. IT managers evaluate total cost of ownership and return on
investment based upon several metrics, including initial purchase price, ease of provisioning, scalability, reliability and redundancy, ease of
management, IT staff productivity, operating costs and after-sale service and support.
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Storage Area Networks

End users require storage systems that enable them to capture, protect, manage and archive data across a variety of storage platforms and
applications without sacrificing performance or reliability. Historically, SCSI was the primary method of connecting storage to servers, based on
a direct attached storage, or DAS, model.

4

Edgar Filing: DOT HILL SYSTEMS CORP - Form 10-K

Table of Contents 10



Table of Contents

Recently, SAS has been adopted to replace parallel SCSI. Subsequently, the FC protocol was developed, which enables storage devices to
connect to servers over a networked architecture, allowing end-users to connect multiple storage devices with high bandwidth throughput over
long distances and centrally manage their storage environment. More recently, the iSCSI protocol has emerged in entry-level and midrange
systems for storage connected via standard local area networks, or LANs, and wide area networks, or WANs, and leverages the vast investments
and existing deployments of Ethernet technology. On-going developments in the industry have also led to preliminary proposed standards for FC
over Ethernet, or FCoE, which are expected to deploy in 2010. Centrally managed network storage systems are designed to provide connectivity
across multiple operating systems and devices and may be based on either open or proprietary technology standards.

SANs, whether FC or iSCSI based, apply the benefits of a networked approach to data storage applications, allowing large blocks of data to
move efficiently and reliably between multiple storage devices and servers without interrupting normal network traffic. SANs provide high
scalability, connectivity and fault-tolerance, which permit IT managers to create and manage centralized pools of storage and backup devices
with redundant data paths. With the addition of file-sharing software, SANs also allow multiple hosts to share consolidated data, dramatically
reducing the need to duplicate, move and manage multiple files in a wide variety of data-intensive applications. SANs primarily employ FC
technology, although more recently iSCSI is increasingly being employed to provide storage access over Internet Protocol, or IP SANs.

Direct Attached Storage

A significant portion of storage systems that don�t require the benefits of a scalable networked storage infrastructure are based on a DAS
architecture attached directly to a server. Such storage is typically used to create a large data storage attached to a single server that is then
shared or accessed over a general purpose LAN as opposed to a dedicated storage network. Newer clustered file systems for example are often
based on large arrays of networked servers that each have a local set of disks, or a RAID disk set, as their local data storage. These local DAS
RAID arrays can range from several disks housed inside the server housing and controlled by a local RAID controller adapter installed inside the
server, up to larger RAID arrays connected to the server via a local high speed dedicated storage link. RAID arrays inside the servers typically
require a dedicated RAID host bus adapter that interfaces multiple disk drives to the host computer bus to provide a very high performance disk
array with RAID level data protection. More recent server implementations are commonly replacing the dedicated RAID host bus adapter with a
lower cost built in disk input/output, or I/O, controller function built into the server motherboard, and implementing the RAID software on the
host server operating system. This same RAID controller or software is also capable of connecting to external JBOD or SAS RAID arrays via an
external SAS cable to provide extremely cost effective, local storage for servers. We intend to serve this market with our recently acquired
RAIDCore product.

Demand for High Performance, Affordable Network Storage Solutions

Customers increasingly demand higher performing, affordable solutions to address expanding storage requirements, interoperability across
disparate systems, the need for improved connectivity and rising data management costs. Customers are also demanding open standards
architecture and modular systems that allow them to add capacity as needed. These demands have created significant opportunities for network
storage system solutions that are affordable and provide high performance. In general, features that were historically only available in high-end
storage systems are increasingly required in entry-level and midrange systems.

Reliability

Perhaps one of the most important requirements for many customers is that their stored data is available, and that the systems upon which they
are stored be reliable. For example, Internet-related customers can lose significant revenue for every minute their sites are inoperable and users
cannot access data from the website. Similarly, the operations of corporate customers can grind to a halt if important data is lost or unavailable.
For these reasons, a storage system�s reliability is often a very critical factor in making a choice among storage systems.
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Our Solutions

We offer a flexible broad line of networked data storage solutions composed of standards-based hardware and software for open systems
environments including SAS, FC and iSCSI storage markets. We incorporate many of the performance attributes and other features demanded
by high-end/data center end-users into our products, at prices that are suitable for the entry-level or midrange markets. Our end-users consist of
entry-level and midrange users, requiring cost-effective, easily managed, high-performance, reliable storage systems. Our product lines range
from approximately 146 gigabyte, or GB, to complete 108 terabyte, or TB, storage systems. These offerings allow our products to be integrated
in a modular building block fashion or configured into a complete storage solution, increasing OEM flexibility in creating differentiated
products. Modular products also allow our OEM partners to customize solutions, bundling our products with value-added hardware, software
and services.

Our products and services are intended to provide users with the following benefits:

� Low Total Cost of Ownership and High Return on Investment. Our products combine reliability, flexibility, scalability and
manageability into one of the smallest form factors in today�s market. Our product set provides end-users with a low total cost of
ownership due to our products� high reliability, the simplicity of our �plug-and-play� technology, decreased service and support costs
and modular system approach that allow end-users to add capacity as needed. The modular nature of our products addresses our
end-users� desire for a storage solution that does not require a large, upfront investment in a monolithic structure with unused
capacity. In addition, we believe that our R/Evolution and SANnet II storage systems are among the most space-efficient in the
storage industry, maximizing the utilization of our customers� limited space and significantly reducing their costs. By extending and
leveraging our customers� installed storage system and architecture, we are able to provide solutions that offer both a lower total cost
of ownership and a higher return on investment.

� Modular Scalability. Our products are designed using a single cohesive modular architecture that allows customers to size and
configure storage systems to meet their specific requirements or storage network type. This modular architecture also allows
customers to easily expand and, in some cases, reconfigure a system as their needs change, permitting them to extend the useful life
of, and better utilize, their existing systems.

� Reliability. We believe that high reliability is essential to our customers due to the critical nature of the data being stored. We offer
high reliability in our product lines and integrate the latest in technological advances to meet expanding market opportunities. We
design redundancy, high reliability, high performance and ruggedness into our R/Evolution and SANnet II storage systems.
Redundant components have the ability to be replaced while the system is online without interrupting network activity. All of our
SANnet II and 5730 disk array products currently offered are certified to operate under extreme climatic and other harsh operating
conditions without degradation in reliability or performance, as attested to with the NEBS Level 3 and MIL-STD-810F certifications.
Our R/Evolution product family is targeted at the general purpose market without compromising our high reliability standards.

� High-end performance attributes and features. Our R/Evolution products are enclosed in a compact two unit high chassis which
accommodates up to 12 3.5� disk drives or 24 2.5� disk drives in the array. Arrays can be configured from 876 GB for
entry-level Series 2000 products to 108 TB for the Series 5000 midrange products. Customers can intermix SAS and SATA II drives
in the same enclosure offering a multitude of configuration options that provide greater flexibility to end users that wish to store
different performance profiles of data in the same physical array. Additionally, our R/Evolution products currently feature the
industry�s only unified product architecture which utilizes a common RAID controller architecture from the entry-level to the
midrange.

� Open Systems, Multi-Platform Support. As an independent provider of storage products, we are well positioned to provide storage
solutions on a variety of platforms and operating systems, including
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Linux, HP-UX, Solaris and Windows. Our product lines support access to data by multiple servers using different operating systems
simultaneously. This multi-platform compatibility allows customers to standardize on a single storage system that can readily be
reconfigured and redeployed at minimal cost as the customer�s storage architecture changes.

� Manageability. The ability to manage storage systems, particularly through software, is a key differentiator among storage vendors.
RAIDar(TM) and SANscape(R), our storage management software for R/Evolution and SANnet II products, respectively, enable
customers to more easily manage and configure their storage systems and respond to their changing system requirements.

� Data Management Software. We introduced our AssuredFamily of data management services, or DMS, in 2007 in conjunction with
the launch of our R/Evolution product family. As part of our AssuredFamily, AssuredSnap(TM) enables point in time snapshots of
data for usage in realtime backups, data mining and disaster avoidance. AssuredCopy(TM) enables users to create a clone copy of data
at any point in time. We expect to launch additional DMS solutions in 2009 to expand the portfolio of DMS available for our
R/Evolution based products.

� Enterprise Server Software. Through the acquisition of Ciprico�s RAIDCore assets in September 2008, we now offer a high
performance, feature rich, host-based RAID stack that can be included as a key ingredient of an entry-level or midlevel enterprise
class server built by OEMs or SIs. RAIDCore provides a best in class solution for standard Windows and Linux servers that utilizes
existing built in SATA or SAS I/O capabilities of motherboards or simple storage I/O adapters to replace expensive dedicated
hardware RAID adapter solutions.

Our Strategy

Our objective is to capture an increasing share of the open systems storage solution market while maintaining reasonable profit margins. Our
strategy includes the following:

� Utilize indirect sales channels. We have adopted an indirect sales model to access end-user markets primarily through our OEM,
VAR and SI partners. This allows us to benefit from our channel partners� extensive direct and indirect distribution networks,
installed customer bases and greater sales, marketing and global service and support infrastructures. The costs associated with a
direct worldwide sales force are extensive. By leveraging the sales networks of our OEM, SI and VAR partners, we can manage our
sales and marketing costs at much lower levels. In addition, we encourage our channel partners to provide direct support and service
to end-users.

� Outsource manufacturing and service operations. We outsource substantially all of our manufacturing operations, which we believe
allows us to reduce our manufacturing infrastructure, enhance working capital and improve margins.

� Focus on existing customers and develop new customer relationships. We have been selling our products to Sun for resale to Sun�s
customers since 2002. Since 2005, we have entered into OEM agreements with NetApp, Fujitsu Siemens, Motorola, NEC, Sepaton,
Inc., or Sepaton, and Stratus Technologies, or Stratus. In January 2008, we amended our agreement with HP to provide private label,
entry-level RAID storage arrays to HP. We intend to focus on expanding our relationships with our existing channel partners and to
continue seeking additional OEM relationships with other industry leaders to sell current products and expand the number of
products offered to existing OEM partners to enable them to address new markets.

� Grow and extend technology leadership. We view our core competencies as the research, design and engineering of modular open
storage systems and data protection for enterprise servers . We believe that focused research and development on advanced, cost
effective storage technologies is critical to our ongoing success. We intend to continue to develop and integrate high-end features
into our products in order to offer more complete storage solutions and enhance our existing products to benefit
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our channel partners� efforts to increase sales. For example, our R/Evolution 2730 Modular Storage Architecture, our 2730 Turbo
product, our 2330 iSCSI RAID product, our 2530 SAS RAID product and our 5730 midrange RAID product contain several new
features that we believe demonstrate Dot Hill�s technology leadership in storage systems.

� Expand our total available market. With our acquisition of both RAIDCore and NAS assets in September 2008, we intend to expand
our available market by extending our reach into server internal storage and entry-level NAS opportunities.

� Leverage our R/Evolution architecture. We developed our R/Evolution architecture as a foundational element of our R/Evolution
modular storage arrays. This modular architecture allows us to quickly develop and bring to market new products based on this
foundation. We intend to focus and unify our development efforts on this approach, which we believe offers a competitive time to
market advantage to us. In particular, we intend to utilize R/Evolution to continually extend the feature sets of both our entry-level
and midrange solutions and build a comprehensive set of software based features that offer our customers increased levels of value
and differentiation.

� Quickly adopt new standards. We strive to introduce products that are first to market. For example, in January 2009 we introduced
the first two unit high, 24 drive 2.5� small form factor disk RAID array that supported mainstream SAS, SATA and SSD drives. We
believe our highly modular architecture will allow us to quickly adopt newer standards such as 8G FC and FCoE. In addition, our
RAIDCore enterprise RAID stack for Windows and Linux servers allow us to quickly adopt and migrate to next generation Intel and
AMD class server architectures due to its highly modular architecture and approach.

� Pursue strategic alliances, partnerships and acquisitions. We will continue to evaluate and selectively pursue strategic acquisitions,
alliances and partnerships and other strategic alternatives that are complementary to our business. We believe that growth of the
network storage market will create additional opportunities to expand our business. In some cases, we believe the most efficient
pursuit of these opportunities may be through partnerships and relationships that allow us to leverage our existing products, core
competencies and channels while capitalizing on products, technologies and channels that may be available through potential
strategic partners.

Our Products

We design our family of open systems storage hardware and software products with the reliability, flexibility and performance necessary to meet
IT managers� needs for easily scalable cost effective solutions. We currently offer storage systems in FC, SCSI, iSCSI, SAS and SATA
technologies with DAS and SAN configurations. We also offer enterprise class RAID software for industry standard Windows and Linux
servers, as well as storage management applications, which can manage any one or all of our storage system configurations. In addition,
performance enhancing and DMS software is sold bundled with our storage systems or licensed separately to OEM customers, including
AssuredSnap and AssuredCopy.

All of our current SANnet II and 5730 products are NEBS Level 3 certified and meet carrier class standards for telecommunications equipment,
including storage products. There are three levels of NEBS specifications. The most rugged and reliable equipment is rated carrier-class NEBS
Level 3. The NEBS standards mandate a battery of tests designed to simulate the extreme conditions resulting from natural or man-made
disasters and cover a range of product requirements for operational continuity. MIL-STD-810F is a military standard created by the United
States Government. It involves a range of tests used to measure the reliability of equipment in extreme conditions, including physical impact,
moisture, vibration and high and low temperatures. These standards address system ruggedness and reliability, which are important requirements
for end-users, particularly those in these telecommunications and government sectors.
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Our primary products include the following:

Storage Systems Hardware

Product
Line Description

General
Availability Capacity

Target
Market Features

2730 2 unit high, 12-56

SAS or SATA drives,

4 Gb FC DAS and

SAN storage

3Q06 Up to 56 TB using 1 TB SATA
drives

Entry-level Complete SAN solution in a
single enclosure, scalable
performance and capacity for
general purpose applications.

2730T 2 unit high, 12-56

SAS or SATA drives,

4 Gb FC DAS and

SAN storage

2Q07 Up to 56 TB using 1 TB SATA
drives

Entry-level Complete SAN solution with
enhanced performance in a
single enclosure, scalable
performance and capacity for
general purpose applications.

2722 2 unit high, 24-96

SAS, SATA or SSD
drives,

4 Gb FC DAS and

SAN storage

1Q09 Up to 3.5 TB using 147 GB or 7.2
TB using 300 GB SAS drives

Entry-level
small form
factor
storage

Complete SAN solution in a
single enclosure, scalable
performance and capacity for
high density and low power
applications.

2530 2 unit high, 12-56

SAS or SATA drives,

3 Gb SAS DAS and

SAN storage

3Q08 Up to 56 TB using 1 TB SATA
drives

Entry-level Complete SAN solution with
enhanced performance in a
single enclosure, scalable
performance and capacity for
general purpose applications.

2522 2 unit high, 24-96

SAS, SATA or SSD
drives,

3 Gb SAS DAS storage

1Q09 Up to 3.5 TB using 147 GB or 7.2
TB using 300GB SAS drives

Entry-level
small form
factor
storage

Complete SAN solution in a
single enclosure, scalable
performance and capacity for
high density and low power
applications.

2330 2 unit high, 12-56

SAS or SATA drives,

1 Gb iSCSI SAN storage

4Q07 Up to 56 TB using 1 TB SATA
drives

Entry-level
storage

Complete SAN solution in a
single enclosure, scalable
performance and capacity for
general purpose applications.

2122 2 unit high, 24 SAS,
SATA or SSD drives, 3

1Q09 Up to 3.5 TB using 147 GB or
7.2TB using 300GB SAS drives

Entry-level
small form

SAS expansion unit for 2722 or
2522.
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Gb SAS JBOD interface factor
storage

2130 2 unit high, 12 SAS, or
SATA drives, 3 Gb SAS
JBOD interface

1Q09 Up to 12 TB using 1 TB SATA
drives

Entry-level
small form
factor
storage

SAS expansion unit for 2730,
2730T and 2530.
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Product Line Description
General

Availability Capacity
Target
Market Features

5730 2 unit high, 12-108

SAS or SATA drives,

4 Gb FC DAS and

SAN storage

4Q07 Up to 108 TB using
1 TB SATA drives

Midrange
storage

Complete SAN solution in a single
enclosure, scalable performance and capacity
for general purpose applications.

SANnet II

SCSI

2 unit high, 12 to 36

drives, Ultra320 SCSI

DAS storage

4Q02 146 GB to 10 TB
using 300 GB SCSI
drives

Entry-level
and
midrange

storage

Compact 3.5� high enclosures, RAID using
SCSI connections, expandable storage
capacity.

SANnet II

FC

1 unit high, 4 drives,

Ultra320 SCSI DAS

1Q04 146 GB to 1.2 TB
using 300 GB SCSI
drives

Entry-level

storage

Highly rack-optimized design, connects to
low- cost server SCSI ports.

SANnet II

Blade

2 unit high, 12 to 108

drives, 2 Gb Fibre

Channel DAS and

SAN storage

1Q03 146 GB to 32 TB
using 300 GB FC
drives

Entry-level
and
midrange

storage

Complete SAN solution in a single
enclosure, scalable performance and capacity
without interruptions.

Other Offerings

Product

Line Description
General

Availability Capacity

Target

Market Features
Software

SANscape Storage management
software

1Q00 N/A Entry-level
and midrange

storage

Graphical and command line consoles with
diagnostics, monitoring and reporting.

AssuredSnap DMS 3Q06 N/A Entry-level
and midrange

storage

Snapshot technology for backup, data
mining and disaster recovery.

AssuredCopy DMS 3Q06 N/A Entry-level
and midrange

storage

Create volume copies or backups of disk
volumes to prevent data loss or corruption.

RAIDar Storage management
software

1Q00 N/A Entry-level
and midrange

storage

Graphical and command line consoles with
diagnostics, monitoring and reporting.

RAIDCore Enterprise server RAID
software stack

1Q09 N/A Entry level
and midrange

Enterprise class host RAID stack for
Windows and Linux.
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servers
R/Evolution Modular Storage Architecture. We began the introduction of our R/Evolution architecture-based product family during the third
quarter of 2006. This family of new offerings focuses on the incorporation of SAS/SATA drive technology with a variety of front-end host
interfaces. These products are focused on the general purpose market initially and introduce several technological advancements including
EcoStor� (elimination of batteries in a RAID cache management system) and SimulCache� (high-speed mirrored cache coherency). We believe we
were the first RAID vendor to offer mixed SAS or SATA disk drives in the same two
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unit high, 12 drive enclosure in a highly reliable storage system. With the introduction of the new 24 drive small form factor drive products, we
believe we are also the first to offer such systems with full embedded RAID and data protection capability.

� 2730. We launched our 2730 product, our first R/Evolution architecture product, during the third quarter of 2006. It is a general
purpose high performance storage array offering up to four 4 Gb FC ports host connectivity and any combination of up to 56 SAS
and SATA disk drives. It can be deployed in both a SAN and DAS environment.

� 2730T. We launched our 2730 Turbo product, based on our R/Evolution architecture, during the second quarter of 2007. It is a
general purpose high performance storage array offering up to four 4 Gb FC ports host connectivity and any combination of up to 56
SAS and SATA disk drives. It can be deployed in both a SAN and DAS environment.

� 2722. We launched our 2722 product, based on our R/Evolution architecture product, during the first quarter of 2009. It is a general
purpose high performance storage array offering up to four 4 Gb FC ports host connectivity and any combination of up to 96 SAS
and SATA disk drives. It can be deployed in both a SAN and DAS environments.

� 2530. We launched our 2530 product, based on our R/Evolution architecture product, during the third quarter of 2008. It is a general
purpose high performance storage array offering up to four 3 Gb SAS ports host connectivity and any combination of up to 56 SAS
and SATA disk drives. It can be deployed in both a SAN and DAS environments.

� 2522. We launched our 2522 product, based on our R/Evolution architecture product, during the first quarter of 2009. It is a general
purpose high performance storage array offering up to four 3 Gb SAS ports host connectivity and any combination of up to 96 SAS
and SATA disk drives. It can be deployed in both a SAN and DAS environments.

� 2330. We launched our 2330 product, based on our R/Evolution architecture product, during the third quarter of 2007. It is a general
purpose high performance storage array offering up to four 1 Gb iSCSI ports host connectivity and any combination of up to 56 SAS
and SATA disk drives. It can be deployed in IP SAN environments.

� 5730. We launched our 5730 product, our first midrange based R/Evolution architecture product, during the fourth quarter of 2007. It
is a general purpose high performance storage array offering up to eight 4 Gb FC ports host connectivity and any combination of up
to 108 SAS and SATA disk drives. It can be deployed in both a SAN and DAS environment.

SANnet II Family of Storage Solutions. We began the introduction of our SANnet II family during the fourth quarter of 2002. Our SANnet II
products provide enterprise class functionality to the entry-level and midrange storage markets at attractive prices. Through our SANnet II
family of networked storage solutions, we offer compact, rugged RAID arrays that support SAN and DAS configurations. The SANnet II
products provide excellent up-time and are tested to operate in extreme environmental conditions. In addition, our SANnet II products share a
common modular architecture and unified management system that integrates our SANpath and SANscape management software. To date we
have shipped more than 200,000 of these storage arrays.

� SANnet II SCSI. We launched our SANnet II SCSI product during the fourth quarter of 2002. It is an entry-level ultra-compact
storage solution for DAS architectures.

� SANnet II FC. We launched our SANnet II FC product in the first quarter of 2003. It is a FC-based online storage product for IT
managers that require a SAN solution.

Edgar Filing: DOT HILL SYSTEMS CORP - Form 10-K

Table of Contents 20



� SANnet II Blade. We launched our SANnet II Blade product during the first quarter of 2004. It is an entry-level ultra-compact storage
solution for DAS architectures.
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Software. We develop application software technologies and products that are complementary to our overall storage solutions. For our SANnet
II customers, our software is delivered as a host based storage management application called SANscape. Our software supports widely used
open systems platforms, including Linux, Unix and Windows. We also offer a web-based graphical user interface, or GUI, (RAIDar) for our
R/Evolution modular storage products for array management for our Series 2000 and 5000 products. AssuredSnap and AssuredCopy are data
management services offerings providing rollback and roll forward manipulation of point in time data snapshots and volume clone or copy of
data respectively.

� SANscape. SANscape is our storage management software that facilitates the monitoring, configuration and maintenance of our
SANnet II storage solutions using a Java-based GUI and a variety of tools. Originally released during the first quarter of 2000,
SANscape can be used to manage various storage solutions deployed throughout an organization. Its event tools monitor the storage
solutions under management and report status changes to administrators by email, pager and other means.

� AssuredSnap. AssuredSnap is our DMS software that introduces point in time snapshot technology into the R/Evolution product
family. AssuredSnap provides the ability to create point-in-time copies or backups of disk volumes with instant restoration of data to
any captured point in time snapshot. Since AssuredSnap only copies data that has changed to disk it can virtually eliminate backup
windows. The AssuredSnap implementation is not only fast, but also reduces the size of snapshots by storing only a single instance
of changed blocks. This technology is unique in the market and allows IT managers increased backup efficiency and flexibility.
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