








Think THIN

Innovative Technologies

3PAR Utility Storage represents a new class of storage arrays designed to address the needs of a new
type of datacenter based on a utility computing architecture. This highly-virtualized, utility-based
approach is transforming datacenters and the way that IT organizations look at—and pay for—their
data storage. Our 3PAR InServ® Storage Server family and innovative thin software technologies address
the needs of this new datacenter with storage that is more efficient, more agile, and more resilient
than traditional platforms. With our pioneering hardware and software products, 3PAR has disrupted the
fundamental economics associated with primary storage systems to become a leader in delivering a

more efficient and economical approach to storage: utility storage, designed for utility computing.
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Thin technologies pioneered by 3PAR, including 3PAR
Thin Provisioning and related thin copy applications, give
organizations the ability to do more with less—without compro-
mising performance, availability, or security. In fact, customers
consolidating onto 3PAR arrays required only one terabyte of
capacity for every 2.5 terabytes required with traditional arrays.
3PAR makes this significant capacity reduction possible through
a combination of hardware and software products that eliminate

the waste inherent with traditional storage platforms.

Capacity Wasted by Traditional Storage

With traditional storage, application administrators must
estimate and request capacity for each individual application—
such as Oracle® databases or Microsoft® Exchange®—separately
and up front, before these applications actually require the space.
After estimating the amount of capacity that may be required
by the application, the administrator adds a certain amount of
overage to allow for unforeseen growth. This capacity is then
purchased and dedicated up front to a single application—whether
or not it’s actually needed.

Most organizations are surprisingly unrealistic when antici-
pating their own needs. Studies reveal that enterprises report
capacity utilization rates averaging only 19% when calculated
using written data as a proportion of purchased capacity (see
“Real world storage utilization” by Stephen Foskett in Storage
Magazine, April 2003). In other words, a full 81% of the capacity
they are purchasing, managing, and maintaining is completely
unnecessary. This represents a huge waste of resources.

But it gets worse. With traditional storage, whenever
application data needs to be copied—for example, for data
protection, development, or other purposes—this extra empty
space is also copied. Remote copies created for data recovery
purposes compound this waste by replicating empty space yet
again. As a result, it is not uncommon for an application with
two terabytes of actual written data to require as much as 60
terabytes of capacity. This waste is an even bigger problem in

virtual server environments because server consolidation projects
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typically require very large amounts of capacity at the outset.
The capital investment required for a large upfront purchase
of traditional storage capacity lowers return on investment for
server consolidation projects and can slow or even deter some
organizations from pursuing virtualization plans altogether.
Why do organizations accept such low utilization rates and
resign themselves to such obvious waste? Think of it as the lesser
of two evils. With traditional storage arrays, adding capacity
after an application has been deployed can require significant
reconfiguration or application downtime. In the case of server
consolidation projects, the architectural limitations of traditional
storage arrays typically force organizations to either make a large

initial investment or rethink their virtualization plans.

Thin Technologies:
A Pioneering Approach to Eliminating Waste

At 3PAR, rethinking virtualization plans is what we do.
Our products were developed to give customers the ability to build
virtualized storage environments with technical and financial
advantages that traditional storage platforms simply cannot
offer. For example, with 3PAR Uetility Storage our customers
have deployed 50-75% less capacity while still meeting their
performance and service level objectives. And since 3PAR arrays
are more efficient than traditional storage, our customers have not
only cut capacity purchases but also storage area network (SAN),
energy, and floor space requirements—by up to 75%.

3PAR Utility Storage eliminates the waste and unnecessary
complexity typical of traditional storage arrays. We pioneered
dedicate-on-write thin provisioning, an autonomic and efficient
solution that improves capacity utilization with a “grow as you
go” approach. 3PAR Thin Provisioning software lets administra-
tors provision a nominal amount of storage to an application at
the outset, and then allows that application to draw capacity as
needed—automatically and in small increments—from a single
pool. This new approach minimizes waste by boosting capacity
utilization and does away with the need to purchase and dedicate

large amounts of capacity up front.



Think GREEN

Promoting Sustainability

3PAR Utility Storage systems are like the hybrid car of the storage industry. We are committed to
reducing both the energy requirements and the environmental impact of storage in the datacenter.
Our storage systems are designed to be inherently efficient, which includes minimizing power
consumption and promoting environmental responsibility. Deploying green, “thin” storage technology
from 3PAR has enabled organizations to purchase and power on average just one terabyte of capacity
for every 2.5 terabytes required with traditional storage arrays. Often, traditional storage vendors
would have sold 3PAR customers a disk storage infrastructure that consumed 150% more electricity and
required three times as much datacenter floor space. In addition to our green storage technologies,
3PAR also promotes environmental responsibility through green storage programs such as our Carbon
Neutral Storage initiative—the first of its kind in the storage industry—as well as energy rebates.
These programs offer 3PAR customers carbon offsets and financial incentives from selected utilities

for deploying 3PAR’s energy-saving technology.
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The capacity, energy, and floor space savings offered
by 3PAR Utility Storage not only produce very tangible cost
reductions, but they also help lower the environmental impact
of storage. The energy required to power and cool each terabyte
of disk drives produces approximately one metric ton of carbon
dioxide emissions per year. 3PAR Utility Storage eliminates
unnecessary disk capacity—and the associated carbon footprint—
by approximately 60% compared to traditional storage. In fiscal
2008, we estimate this green approach represented an annualized
energy savings of approximately 15 million kilowatt-hours for
3PAR customers worldwide. Electricity savings reduce oil con-
sumption and the creation of greenhouse gases and help reduce
the potential for global warming. With hyper-efficient 3PAR
Utility Storage arrays, customers no longer need to make a tradeoff

between economic prudence and environmental responsibility.

Energy Wasted by Traditional Storage

With average written-data disk utilization rates of around
19%, most of the disks in the world’s datacenters are effectively
wasted. They are consuming valuable energy for power and
cooling while creating an unnecessary environmental impact.
Traditional storage has high power demands, too: according
to the International Data Group (IDC), for every dollar spent
on technology hardware, 50 cents is spent on powering it. IDC

estimates this cost will increase to 71 cents by 2010.

New Life for Crowded Datacenters

3PAR’s green storage technologies aim at minimizing raw
storage capacity and the energy required to support it. In addition
to our hardware, the 3PAR Utility Storage platform features
software and virtualization technologies—including 3PAR Thin
Provisioning, Virtual Domains, and Fast RAID 5—that are designed
to make storage more efficient. This includes reducing storage
capacity as well as the energy required to power, cool, and house
that capacity. With 3PAR Uetility Storage, customers reported
reducing energy consumption—and the associated production of

greenhouse gasses—by up to 75%.

The savings can be quite significant, but the impact on
crowded datacenters can be even more dramatic. A datacenter
that is effectively out of power can gain new life by transitioning
to 3PAR Utility Storage. Our systems may require only a fraction
of the kilowatts necessary to power and cool a traditional array
meeting the same business needs. Consolidating with 3PAR frees
up precious power resources and floor space for other storage and

application servers.

The 3PAR Commitment:
Ongoing Green Storage Programs

3PAR is committed to both reducing energy requirements
and promoting sustainability in the datacenter. Our Carbon
Neutral Storage initiative, introduced in 2007, was the first of
its kind. Today this program has become part of our ongoing
dedication to green storage practices. It funds the purchase of
carbon offsets equivalent to one metric ton of carbon dioxide for
each terabyte of 3PAR Utility Storage sold with 3PAR Thin
Provisioning. These offsets—used to fund wind, solar, bio-fuel,
and industrial efficiency efforts—allow 3PAR Thin Provisioning
customers to deploy storage capacity that is effectively 100%
carbon neutral. Between the program’s acquisition of carbon offsets
and the estimated disk capacity savings from thin technologies
such as 3PAR Thin Provisioning, 3PAR estimates that, in
fiscal 2008 alone, this initiative reduced carbon dioxide emissions
by nearly 17,000 metric tons—the equivalent of taking more
than 3,000 cars off the road for the entire year.

The 3PAR Virtual Technology Incentive Program (V-TIP)
is another pioneering effort. It combines the benefits of 3PAR
Utility Storage with financial incentives from selected utilities
companies. As a part of this program, Northern California’s
Pacific Gas and Electric Company (PG&E), in recognition of
3PAR’s energy-saving storage virtualization and thin provisioning
technology, now offers energy rebates to qualifying 3PAR custom-

ers in Northern California.



think SPAR

The Leading Global Provider of Utility Storage

3PAR has broken the mold established by traditional storage vendors. We designed 3PAR Utility
Storage to address the limitations of traditional storage arrays and meet the specific needs of today’s
virtualized infrastructures. We architected our storage platform to enable storage infrastructures that are
more agile—capable of responding instantly to changing business demands—and more resilient—capable
of bouncing back from any challenge—than traditional arrays. Our highly-virtualized, utility-based approach
to storage has made us the leading global provider of utility storage, a category of next-generation
storage arrays purpose-built for utility computing. This is why today 3PAR Utility Storage systems are
used as the storage foundation for utility computing datacenters, cloud computing over the Web,

and the delivery of a new generation of Service-Oriented Architecture (SOA)-based applications.
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Riding the Wave:

The Migration toward Utility Computing

3PAR Utility Storage features our unique, clustered InSpire®
Architecture in keeping with the mission that we established in
1999: to make storage solutions simple and efficient.

3PAR has always looked to the future. For example,
we were ahead of the storage industry in recognizing that the
limitations of mainframe and distributed computing could be
overcome by a new paradigm—utility computing—and that this
new paradigm requires a new approach to storage. Monolithic
and modular arrays were key building blocks of mainframe and
distributed computing datacenters. 3PAR understood early on
that the same would be true for utility storage and the utility
computing datacenter.

Utility computing architectures enable customers to improve
storage capacity utilization and simplify management in their
departments and datacenters, reducing cost and allowing IT orga-
nizations to achieve service levels simply and flexibly. As the
pioneer of thin provisioning, we have changed the fundamental
economics associated with primary storage and taken a leadership
role in promoting environmental responsibility. All of these
accomplishments stem from an early recognition of the need for
storage designed specifically to meet the requirements of highly
virtualized utility computing environments.

More and more datacenters have turned to server virtual-
ization technologies to improve resource utilization, simplify
management, and reduce costs. But organizations have also
started to realize that there is a limit to the benefits that can be
gained by server virtualization alone. This is why these virtual
datacenters are now starting to incorporate both virtualized server

and storage technologies to build a complete utility computing
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architecture. When combined with server virtualization, 3PAR
Utility Storage enables customers to build a complete, cost-optimized
utility computing architecture that offers a great deal of flexibility,

agility, and resilience for today’s challenged IT environments.

3PAR Utility Storage:
Arrays Built for Utility Computing

Based on server and storage virtualization technologies
that allow resources to be allocated and reallocated on demand,
utility computing architectures deliver dramatic improvements in
administrative efficiency along with levels of flexibility, agility,
and responsiveness previously unattainable with mainframe and
client-server computing. This new computing model demands a
new, more efficient approach to storage.

3PAR Utility Storage was engineered to meet the specific
storage needs of a true utility computing infrastructure. The
3PAR InSpire Architecture is built on internal virtualization,
clustering, and automation technologies that enable customers to
rapidly and predictably handle diverse and changing business

needs at a lower total cost of ownership.

Agile and Resilient Infrastructure for Less

3PAR Utility Storage enables customers to become more
agile while maintaining the resiliency to grow and adapt to a
changing business—all at a lower total cost than traditional stor-
age arrays. It makes costly, complex, inflexible IT environments
a thing of the past.

In order to do this, we took the best of modular storage
array design and enabled it to scale massively—beyond today’s
high-end monolithic arrays—without performance or manage-
ment overhead. We designed our Utility Storage platform to be
simple and efficient, just like a true utility should be. We designed
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it to enable organizations to build IT infrastructures for workload
consolidation and flexible resource allocation. We designed it to
allow our customers to reduce the cost of allocated storage capac-
ity, storage administration, and the SAN infrastructure. And we
designed it so that organizations could manage their storage
without thinking about it—so they could get as much as they
need, when they need it, and pay only for what they use, when
they use it. Simply put, we designed 3PAR Utility Storage so that

our customers could serve more with less.

Smart, Thin, Ready Storage for Utility Computing

3PAR Utility Storage is a smart, thin, and ready tiered-
storage array for resilient utility computing. It is self-managing
(smart), inherently efficient (thin), and resiliently adaptable
(ready). With our Utility Storage platform, 3PAR customers report
managing their storage in just a few minutes per day without
administrative complexity or dependence on professional services.
3PAR Utility Storage customers also assert that they can now
provision their storage more efficiently than they could with their
traditional arrays—without wasted capacity or diminished service
levels—and sustain diverse and changing service levels without
disruption, complexity, or overprovisioning.

Smart. Our self-managing, autonomic technology enables
customers to manage storage simply and quickly. 3PAR customers
have reported benefits that include increasing administrative effi-
ciency tenfold and eliminating array-specific professional services.

Thin. With 3PAR, IT organizations are able to provision and
maintain storage without the waste associated with traditional
modular and monolithic arrays. Our thin technologies are designed

to remove unnecessary complexity from the storage environment
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while protecting against diminished service levels. According to
a 3PAR-comissioned study conducted by ThelnfoPro® 3PAR
customers have reported that, with 3PAR, they have reduced and/or
avoided increased storage capacity purchases and related costs—
including cutting SAN capacity, energy, and floor space—by up
to 75%.

Ready. 3PAR’s next-generation solutions are designed to give
companies the ability to sustain diverse and changing application
workloads without disruption, complexity, or overprovisioning.
3PAR customers have reported benefits that include the ability to
adapt rapidly and resiliently to new, diverse, and unpredictable

business needs for multiple user groups.

The 3PAR Impact
3PAR Utility Storage has been demonstrated to reduce our
customers’ Total Cost of Data (TCD) by up to 50%, reduce their
storage administration time by 90%, and cut their SAN, disk
capacity, energy, and related expenses by up to 75%.
Other benefits of 3PAR Utility Storage include:
e Storage provisioning in seconds rather than days or
weeks.
e Service level optimization and rebalancing with a single
command rather than several tools or applications.
¢ Energy and cost savings of approximately 3,100 kilowatt
hours and $310 per year per usable terabyte of storage.
e Reduction of floor space requirements by 50-75% over
traditional storage arrays.
e Simple and efficient disaster recovery for better and
broader application recovery without the need for array-

specific professional services.
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3PAR UTILITY STORAGE

GROW INTO UTILITY STORAGE

This is what 3PAR customers themselves tell us they
have been able to accomplish with Utility Storage. These are
organizations for whom delivering IT as a service is mission-
critical, including medium to large-size enterprises, business-
oriented service providers, consumer-oriented Internet/Web 2.0
companies, and government entities. Many of our customers—
such as Verizon, Priceline.com®, MySpace.com®, U.S. Census

Bureau, Symantec™, and Credit Suisse—are household names.

Smart, Fast, Proven Customer Service

Our customers’ businesses depend on our products. And
they can depend on our customer service professionals to keep
their data online and available. 3PAR delivers rapid, proactive
response and demonstrated, world-class global support through
a smart, fast, and proven support infrastructure.

Smart: Getting it right. Our highly experienced, expert-
only support staff has an average of 14 years of experience in
storage, mainframe, and enterprise open systems support. Support
technicians always have full system information at hand to
reduce onsite support dependencies. Fully scripted and tested,
automated point-and-click service actions reduce human error,
while automated analysis and reporting assure immediacy,

accuracy, and consistency.

Fast: Rapid, proactive response. 3PAR offers remote
monitoring to identify issues and proactively communicate
them to customers. Qur ongoing 24x7 remote analysis includes
notification and automated log transfer to expedite diagnosis. An
integrated support model with shared information access helps us
resolve problems quickly. Unresolved critical issues are escalated
to the executive level within two hours. “Lights-out” online
remote software updates and service actions eliminate scheduling
and on-site visit delays.

Proven: Demonstrated, world-class global support. 3PAR
Customer Services has been delivering high-availability storage
support for more than five years in 15 countries and to hundreds
of customers, half of which are in the Fortune or Global 1000.
More than 200 trained, authorized service provider technicians
worldwide have performed hundreds of successful system instal-
lations and thousands of hardware upgrades and software
updates—all so that 3PAR customers can feel as confident in

depending on our service as they do in depending on our products.


http://www.Priceline.com
http://www.MySpace.com

DAVID SCOTT
President and Chief Executive Officer

Think FUTURE

A Message from the Chief Executive Officer

Our company was founded on a singular mission: to make storage solutions simple and efficient. In
2007, we took a major step to further this mission when 3PAR became a public company. Our initial
public offering and listing on NYSE Arca marked the beginning of a new era for 3PAR and prompted
us to both look back and look ahead. But most of all, it made us think about where we stand and
reminded us of the importance of our stockholders, customers, and partners for helping us get to

where we are today.
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We were very pleased with 3PAR’s performance in our first
year as a public company. Revenue for the fiscal year ended
March 31, 2008 was $118.0 million, an increase of 78% from
$66.2 million reported in fiscal 2007. GAAP net loss for the full
fiscal year 2008 was $10.1 million, or $(0.30) per share, compared
to a net loss of $15.5 million, or ($0.87) per share in 2007. During
fiscal 2008, we continued to penetrate key accounts—as measured
by repeat sales to existing customers—as customers better realized
both improved infrastructure agility as well as the capital and
operational savings benefits of utility storage.

But we’re also proud of our non-financial performance. To
begin with, through green storage programs such as our Carbon
Neutral Storage initiative we estimate that we have reduced
approximately 12,000 metric tons of carbon dioxide in calendar
year 2007—equivalent to taking 2,300 cars off the road. This
effort contributed in part to 3PAR winning Best of VMworld
2007 in the category of Green Computing.

In calendar year 2007, we were once again ranked by
Fortune 1000 companies as having one of the most exciting storage
products or services as determined by ThelnfoPro’s Wave 10 Storage
Study. The 3PAR InServ S800 Storage Server was cited most
frequently as a “Most Exciting Product in Use” by midsize enterprise
storage end users in ThelnfoPro’s Wave 10 Midsize Enterprise
(MSE) Storage Study. 3PAR was also named one of the top Most
Exciting Storage Vendors for the midsize enterprise—defined by
ThelnfoPro as companies with revenues between $150 million and
$1 billion. Additionally, 3PAR customer Attenda won the Hosting
Partner of the Year Award at VMworld EMEA in March.
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We also made strides in our international expansion efforts.
We doubled our European headcount, launched a new 3PAR
engineering center in Northern Ireland, and announced a new
reseller partnership with a leading systems integrator in France
and Luxembourg highly specialized in the area of enterprise storage.
In Europe, 3PAR is now present either directly or through our
reseller network in the United Kingdom, Germany, France, Italy, the
Netherlands, Switzerland, Belgium, Poland, and Luxembourg.

We have also expanded into South Africa through estab-
lishing a relationship with our first reseller in the African conti-
nent. And in Asia, we have expanded our reseller network from
Japan and Korea into Singapore and China.

In addition to these business accomplishments, our focus
on delivering utility storage for the virtual datacenter has yielded
significant company and product news. These recent achievements
include the 2008 extension of our Carbon Neutral Storage pro-
gram; the announcement of 3PAR Virtual Domains, a virtual
machine for storage; the introduction of 3PAR Nearline for
Online, a solution that leverages cost-effective serial ATA (SATA)
drives for online applications; and the launch of 3¢V, our blue-
print for the virtual datacenter. Coined by global banking leader
and 3PAR customer Deutsche Bank, “3cV” stands for the combi-
nation of 3PAR Utility Storage with HP BladeSystem c-Class and
VMware® Infrastructure. An innovative blueprint for highly vir-
tualized utility computing, 3¢V delivers increased agility and

efficiency to today’s challenged IT environments.
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At a business strategy level, 3PAR continues to pursue our
mission of providing storage solutions that are simple and efficient.
Key elements of our strategy include:

Promoting the benefits and adoption of utility storage.
Building substantial repeat business with existing
customers.

Growing our customer base through direct customer
relationships in core markets.

Expanding our strategic relationships.

Extending our technology leadership position in utility
storage.

Offering the highest level of customer support.

3PAR has always been an innovative company that looks
to key trends when developing products to meet the needs of our
customers—not just in the short term, but as they evolve and grow
their businesses. We believe there is increasing interest among
organizations in the delivery of enterprise I'T as a utility service.
Within large enterprises and government organizations, this
increasing interest is evident in the desire of some next-generation
datacenters to become internal service bureaus that enable “self-
service” computing models for their associated departments and
business units. Yet another macro-level expression of this interest
is the advent of the cloud computing delivery model and its use
in the provisioning of business-to-business (B2B) services.

Both the internal service bureau and cloud computing models
deliver enterprise I'T as a utility service by taking advantage of a
new utility computing architecture built on server virtualization,
blade servers, and utility storage technologies. In the former, the
organization owns its own assets and delivers utility services via
its own intranet. With cloud computing, the assets are owned by
a service provider and the functionality is delivered over the
Internet and paid for as a service. Today, these external service
providers include managed hosting companies with new shared
infrastructure services, companies with software- and hardware-
as-a-service (SaaS and Haa$S) business models, and providers
offering other B2B services such as on-demand email marketing.

3PAR sees the increased interest in cloud computing services
as being driven by a desire by organizations to move enterprise I'T
costs to a variable basis that can be aligned more closely to actual
business performance. We also see here evidence of the realization
that owning some core IT infrastructure elements within the

enterprise may not provide the competitive advantage it may have
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in the past. We also believe that—as with self-service computing
models in next-generation enterprise datacenters—the strongest
and most efficient foundation for these new cloud computing
implementations is one that gives organizations the ability to build
cost-effective and shareable virtualized IT infrastructures. With
the 3PAR Utility Storage platform, we have already created a
storage building block that has been optimized to do just this.
3PAR’s 50% quarter over quarter sequential revenue growth
in the B2B external service provider segment in the final quarter
of fiscal 2008 gives an early hint of the potential of the increasing
adoption of cloud computing. This revenue growth demonstrates
that 3PAR has already become a strategic storage platform supplier
to many of the leading players in this the B2B external service
provider segment as they create virtualized infrastructures to support
the application of cloud computing. But beyond this, we believe that
any movement towards delivering enterprise IT as a utility service
by leveraging the combination of server and storage virtualization
strongly favors 3PAR and further validates our existing value
proposition. We believe the industry has been forever changed by
the shift toward delivering enterprise IT as a utility service and are
excited to see how this shift is playing itself out through a variety

of IT service delivery models that suit diverse business needs.

While the 3PAR team worked diligently during our first
year as a public company, it was the continued support of our
stockholders, customers, and partners that helped us become the
leading global provider in utility storage and accomplish several
key milestones in the growth of our business. The team’s focus on
execution allowed us to deliver positive results in fiscal 2008.

Today, as the 3PAR team continues with its mission of
making storage solutions simple and efficient, on behalf of every
3PAR employee, I offer gratitude to our stockholders, customers,
and partners for enabling 3PAR to continue driving toward our
goal of becoming the first major new storage platform company
of the 21st century.

Sincerely,

David Scott
President and Chief Executive Officer
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This Annual Report on Form 10-K, including the “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” contains forward-looking statements regarding future events and our
future results that are subject to the safe harbors created under the Securities Act of 1933 (the “Securities Act”)
and the Securities Exchange Act of 1934 (the “Exchange Act”). All statements other than statements of historical
facts are statements that could be deemed forward-looking statements. These statements are based on current
expectations, estimates, forecasts, and projections about the industries in which we operate and the beliefs and
assumptions of our management. Words such as “expects,” “anticipates,” “targets,” “goals,” “projects,”
“intends,” “plans,” “believes,” “seeks,” “estimates,” “continues,” “may,” variations of such words, and
similar expressions are intended to identify such forward-looking statements. In addition, any statements that
refer to projections of our future financial performance, our anticipated growth and trends in our business, and
other characterizations of future events or circumstances are forward-looking statements. Readers are cautioned
that these forward-looking statements are only predictions and are subject to risks, uncertainties, and
assumptions that are difficult to predict, including those identified below, under “Item 1A. Risk Factors,” and
elsewhere herein. Therefore, actual results may differ materially and adversely from those expressed in any
forward-looking statements. We undertake no obligation to revise or update any forward-looking statements for
any reason.
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PART I
ITEM 1. BUSINESS
Overview

We are the leading global provider of utility storage solutions for large to medium enterprises, business-
oriented service providers, consumer-oriented Internet/Web 2.0 companies and government entities. Utility
storage is a segment of the larger, global market for Fibre Channel and iSCSI open storage area networks, or
SANSs, a market in which we compete with larger, more established companies. Our utility storage products offer
simple, efficient and massively scalable tiered storage arrays designed to be key building blocks for utility
computing. Utility computing is an emerging IT architecture that virtualizes key IT infrastructure elements,
primarily application servers and storage arrays, to create shared infrastructures for workload consolidation that
can enable services to be delivered more rapidly, flexibly, reliably and economically. Virtualization presents a
logical view of resources that is independent of the actual underlying physical assets. Utility computing aims to
capture key advantages of both mainframe computing and client/server, or distributed computing, which utility
storage helps enable by reducing complexity and inefficiency in the storage infrastructure.

We believe that our utility storage solution dramatically enhances the economics and performance of
storage. Our utility storage solution is designed to provision storage services more rapidly than alternative
approaches, reduce administrative costs, improve server and storage utilization, lower power and cooling
requirements and scale efficiently to support the continuous growth of data.

We deliver our utility storage solution through our InServ Storage Server arrays, all of which are powered
by our InForm Suite of software. IDC, a third-party market research firm, estimates in its December 2007 report
“Worldwide Disk Storage Systems 2007-2011 Forecast Update: Mature, But Still Growing and Changing” that
the global market for Fibre Channel and SAN's will be approximately $12.7 billion in 2008. We compete in
segments of this market that IDC estimates will be approximately $8.5 billion in 2008.

We began operations in May 1999 and are headquartered in Fremont, California. We began commercial
shipments of our products in March 2002 and have shipped over 600 systems to more than 300 end customers,
including Credit Suisse Group, Department of Justice (FBI), Dow Jones & Company, Inc., MySpace.com,
Omniture, Inc., Priceline.com, SAVVIS, Inc., TransUnion LLC, United States Census Bureau,
USinternetworking, Inc. (an AT&T company), Verizon Business and the Virginia Information Technologies
Agency.


http://www.MySpace.com
http://www.Priceline.com

Industry Background

Organizations that generate and retain large amounts of data use enterprise level storage systems for storing,
protecting and recovering electronic information in the form of digital data. Efficient and accurate access to data
can be critical to the success of an organization and can be a key competitive differentiator.

Data Growth and Increasing Regulatory Compliance

The increasing reliance on business-critical enterprise applications such as e-mail, relational databases,
enterprise resource planning, customer relationship management and workgroup collaboration tools, as well as
digital content for Internet services, online video and digital imaging, is resulting in the rapid growth of data
across all enterprises and geographies. We believe the management and protection of this data throughout its
lifecycle, from creation to archiving, is becoming a significant component of organizations’ IT budgets. In
addition, global compliance initiatives and government regulations, such as those issued under the Sarbanes-
Oxley Act of 2002, or Sarbanes-Oxley, and the Health Insurance Portability and Accountability Act, as well as
company-specific policies requiring data preservation, are contributing to the growing volumes of data that must
be retained and managed for long periods of time or indefinitely.

Computing Architecture Transitions Create a Need for New Storage Architectures

The first storage technology used with general computing was based on directly attached disk drives. This
computing paradigm evolved into mainframe computing with the development of mainframes by IBM, and other
vendors using the MVS operating system. The first advanced storage systems were optimized building blocks
designed to be attached to these mainframes. These storage systems, which became known as monolithic storage
arrays, provide mainframe-specific storage features, such as large caches, as well as redundant disk protection,
but at a significant up-front capital cost.

In the 1990s, distributed computing emerged as the predominant IT architecture. This approach uses open
systems servers based on UNIX, Windows and Linux. As distributed computing emerged, monolithic storage
arrays were modified to work in these new environments. In addition, a new design of storage array arose
comprised of pairs of data storage engines, or controller nodes. This new design came to be known as a modular
storage array. Modular storage arrays, which were designed specifically for distributed computing, emerged as
the predominant way to store and manage data. Modular storage arrays were designed to be more affordable than
monolithic storage arrays but were not equipped as well as monolithic storage arrays to handle the scalability
requirements needed in rapidly growing data environments. The emergence of modular storage accelerated the
development of networked storage in the form of both SANs and network attached storage, or NAS. SAN and
NAS approaches can lead to many individual storage silos, which increases data center complexity. This growing
number of storage silos required incremental networking equipment, such as switches and appliances, which in
turn required management of more storage and networking resources and placed an additional strain on IT
personnel and increased administrative costs.

Management and protection of data across an enterprise has been increasingly viewed as a mission-critical
task. However, monolithic and modular storage arrays are increasingly challenged by the rapid rate of data
growth and the need for regulatory data retention.

The Need for Virtualization and Utility Computing

Organizations face significant and increasing challenges in the current computing environment. Key
challenges to distributed computing include:

e suboptimal system utilization;
*  excessive power consumption;

e implementation complexity; and



e difficulty in keeping up with the demand for IT agility and responsiveness to address changing business
requirements at an economic cost that appropriately matches business needs.

As aresult, a new IT architecture called utility computing is emerging that leverages technologies that include
virtualization, automation and clustering, which is the ability to aggregate processing capacity from a number of
individual processing elements operating independently or in concert. Gartner, Inc., an information technology
research and advisory company, states in its August 2006 report “Magic Quadrant for North American Web
Hosting, 2006 that utility computing offerings are the most significant innovations taking place in the Web-hosting
services industry. Virtualization, automation and clustering work together in a utility computing architecture to
create shared infrastructures for flexible workload consolidation. By employing these new technologies, we believe
that organizations are able to significantly improve their computing environment with higher server and storage
utilization, better data management and more predictable administrative costs. We believe that utility computing
therefore enables customers to respond more quickly to business requirements while lowering the total lifetime cost
of ownership. The table below illustrates historical computing and storage architecture transitions.

THE EVOLUTION OF ENTERPRISE STORAGE
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The Need for New Building Blocks for Utility Computing, Including Utility Storage

New generations of server and storage building blocks are emerging to optimize the deployment of utility
computing such as server virtualization technologies. These new server technologies have created their own
challenges within storage environments. These challenges include:

e storage performance bottlenecks from using server virtualization to combine a greater number of
applications on individual servers; and

e arequirement for higher capacity upfront storage deployments, which are oftentimes suboptimally utilized.

We believe that the traditional categories of storage systems—monolithic and modular arrays—are not
adequately equipped to meet these challenges because they typically:

e require the dedication of significant administrative resources associated with planning, configuration
management, provisioning, performance tuning, service level optimization and ongoing change
management. These tasks inhibit the speed and agility with which IT departments can respond to
changing business needs and increase operating expenditures associated with additional personnel,
training and professional services fees. According to The 451 Group, a technology research company, the
ongoing management and support costs associated with traditional enterprise storage systems are often
more than two times the initial capital expenditure associated with the procurement of these systems;
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e use a dedicate-on-allocation approach to storage provisioning. This approach requires customers to
purchase and pre-dedicate large quantities of storage capacity to applications and servers significantly
ahead of when data is actually written. According to data published by GlassHouse Technologies, Inc.,
an independent IT consulting firm, storage utilization rates have been estimated at an average of 25%.
This low utilization increases customers’ capital expenditures, as well as operating expenditures
associated with power, cooling and floor space consumption; and

e create greater data center complexity through the proliferation of storage silos to address scalability
requirements. In many cases, these silos require additional networking equipment and, due to this
increased complexity, additional management software and appliances. This results in further costs,
risks to service levels and increased administrative overhead.

In addition to these challenges, IT administrators need to accommodate the evolution towards IT
architectures that can more quickly align and respond to changing business requirements, which are commonly
referred to as Service Oriented Architectures, or SOA. We believe that organizations are increasingly interested
in purchasing enterprise IT as a utility service because the variable cost basis more closely ties with their
business needs and performance. Service providers, including those using Software as a Service, or SaaS,
models, are emerging to fulfill this need for enterprises. We believe that utility computing will serve as the core
IT infrastructure foundation for both the implementation of SOA in enterprise data centers and the delivery of
enterprise IT, whether accomplished internally or through service providers.

We believe that the successful deployment of utility computing requires new architectural building blocks
for storage provisioning. Using similar technologies to those used to create the new server building blocks for
utility computing, we have designed and delivered a storage building block, which we call utility storage, that we
believe is optimized for utility computing.

Our Solution

Our utility storage solution delivers simple, efficient and massively scalable tiered storage to our customers.
Tiered storage enables users to store data of varying business values on different classes of disk drives to reduce
overall storage cost and provide varying levels of service in a single system. We believe that our utility storage
products dramatically enhance the economics and performance of storage by provisioning storage services more
rapidly than alternative approaches, reducing administrative costs, improving server and storage utilization,
lowering power and cooling requirements and scaling efficiently to support the continuous growth of data. We
have designed our solution to overcome the limitations of both monolithic and modular storage arrays.

Our utility storage solution is designed to provide significant advantages to our customers, including:

e Simplicity. Rapid and self-executing, or autonomic, provisioning of storage volumes of varied service
levels and size can be achieved in just a few seconds, as compared to minutes, hours or days with
monolithic and modular approaches, and without equivalent pre-planning or configuration. Our software
autonomically load balances data on physical disks to optimize application performance. We refer to this
as dynamic optimization. These benefits are recognized in initial deployments as well as subsequent
storage planning, provisioning and ongoing management. In addition, our Dynamic Optimization
software enables IT administrators to define desired service levels to allow users to provision capacity and
manage data lifecycle management policies simply. Our software is designed to reduce training
requirements and simplify cross-platform interoperability for remote backup and replication.

e Efficiency. Our software allows our customers to significantly improve their utilization of physical
storage capacity by minimizing the use of pre-allocated, unused storage capacity that is common in
traditional monolithic and modular storage provisioning methodologies. Our Thin Provisioning
software allows an application to be allocated the virtual storage capacity it requires, without having to
dedicate all of the associated physical capacity up front. The technology underlying thin provisioning
uses a dedicate-on-write approach that differs from the traditional dedicate-on-allocation approach
employed by monolithic and modular storage provisioning methodologies. Our Thin Provisioning
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software dedicates storage capacity to a unit of storage allocation, or volume, only when an application
actually writes data to it. As a result, each storage volume is driven towards full utilization. Our
software also allows new applications to be implemented immediately using virtual capacity.

The graphic below illustrates how our Thin Provisioning software dedicates storage capacity. Traditional
storage provisioning methodologies, such as those commonly used by monolithic and modular storage arrays,
require the allocation and purchase of physical storage capacity up front even when an application only requires a
fraction of this capacity to store actual written data. However, our thin provisioning methodology does not
require the allocation of this volume-specific storage capacity up front. Instead, applications are able to draw
upon a shared storage pool when those applications require additional physical storage capacity to write data to
their volumes. As this shared pool is consumed, additional shared storage can be purchased as needed, thereby
minimizing premature use of capital for storage.

THIN PROVISIONING
Traditional (Fat) Provisioning 3PAR Thin Provisioning
—Dedicate on Allocation— —Dedicate on Write —
Purchased but Unpurchased
unused physical virtual storage
storage capacity capacity
87778 f| —
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== Purchased Storage
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e Scalability. Our InServ Storage Server products can support up to 600 terabytes of storage in a single
tightly clustered system. This storage capacity can be mixed between various types of enterprise-class
and nearline disk drives to meet the differing needs of a variety of applications supported on a single
system. Our clustered controller architecture is designed to enable non-disruptive scalability within a
single, tiered storage system as customer storage needs change over time, without requiring a high
initial cost of ownership. Our systems allow Fibre Channel and iSCSI host connectivity concurrently,
which permits the consolidation of a wide variety of applications and servers. In addition, through our
alliances with NAS gateway vendors, we are able to offer open, unified storage solutions for overall
storage consolidation. Capacity can be purchased incrementally or on an as-needed basis, enabling
customers to pay only for what they need when they need it.

*  Availability. Our clustered controller architecture allows our utility storage solutions to be configured
to target demands for high availability. The architecture has been designed to tolerate component
failures in hardware, including individual controller nodes, without servers losing access to storage
volumes. We offer sophisticated, remote replication software to protect customers from single-system
and site failures over both short and long geographic distances. Flexible copy-on-write snapshot
technology, which captures only changes in written data, integrated with leading databases and backup
software, is designed to allow rapid application recovery. This combination of features is designed to
allow customers to maintain data availability, minimize the impact to customers of component failures
and allow faster recovery if application failures require rapid retrieval of previous copies of data.
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e Faster Storage Provisioning. We believe that our storage solution provides our customers with greater
business agility, allowing our customers to provision storage more quickly for new applications and
projects. Faster storage provisioning enables our customers to realize benefits and address new
business opportunities more rapidly than with monolithic and modular storage arrays, which often take
days or weeks to configure and provision.

QOur Strategy

Our mission is to provide storage solutions that are simple and efficient. Key elements of our strategy
include:

e Promoting the Benefits and Adoption of Utility Storage. We believe that the market for utility
computing is in its early stages and developing strong momentum. We intend to increase market
awareness of the benefits of utility storage by targeting organizations that can benefit from server
virtualization and other aspects of utility computing. We believe that when compared to monolithic and
modular storage solutions, our utility storage products enhance service delivery and storage economics
by offering higher performance at a lower total cost of ownership.

*  Building Substantial Repeat Business with Existing Customers. We will seek to further penetrate our
existing customer base as customers’ data requirements increase and as customers increasingly realize
the performance and cost benefits of our utility storage solution. We intend to continue generating
significant repeat business by selling easily expandable tiered storage arrays as our customers’ storage
needs increase and by delivering a broad and interoperable product line suitable for a wide variety of
deployments with a focus on achieving high levels of customer satisfaction. We believe that customer
references have been, and will continue to be, an important factor in winning new business.

e Expanding Our Customer Base Through Direct Customer Relationships in Core Markets. We are
focused on developing relationships directly with large aggregators of storage demand using our direct
sales force. Because of the importance of the data our customers and prospective customers are
entrusting to our products, we believe that it is important to have a direct relationship with them. We
have direct sales and customer service personnel in the United States, the United Kingdom, Germany
and Japan. We plan to invest in the expansion of our direct sales force, both in the United States and
internationally.

e Expanding Strategic Relationships. We have developed strategic relationships with a variety of
companies that provide servers, network infrastructure components and professional services to our
target customer base. We intend to continue these relationships to provide our customers with the
ability to more easily integrate our utility storage products within their existing and planned IT
infrastructures, as well as to extend the range of applications for which the use of our storage solution
is appropriate. In markets in which we do not have a direct presence, in addition to expanding our
direct sales force, we intend to continue to engage resellers to broaden our distribution channels and
develop strategic relationships to expand the distribution of our storage systems.

e Extending Our Technology Leadership Position in Utility Storage. We intend to utilize our existing
intellectual property, industry experience, internal research and development capabilities and our
strategic industry relationships to extend our technology leadership in providing simple, efficient and
scalable utility storage systems. Specifically, we intend to continue enhancing our InForm software
suite, other software applications and our underlying clustered controller hardware architecture with
greater levels of functionality, performance and availability.

e Offering the Highest Level of Customer Support. We have developed advanced remote support
capabilities that include event reporting and analysis as well as remote software maintenance. We
believe that this enables us to cost-effectively deliver high levels of customer service. We intend to
continue enhancing these tools in order to further differentiate our utility storage products.
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Products

Our InServ Storage Server family, powered by our InForm Suite, consists of the E200, S400 and S800
models, and addresses the needs of customers ranging from small branch offices and departmental deployments
to large data center locations.

InServ Storage Servers

Our storage arrays support a wide range of open systems-based servers including various implementations
of UNIX, Windows and Linux. Our storage servers are modular in design to enable our customers to add
capacity and increase performance in a cost-efficient manner.

The following table outlines the features of each of our InServ Storage Servers:

Model E200 S400 S800

Deployment Profile ............ Departmental or remote Enterprise storage Large enterprises and
office consolidation consolidation service providers

Controller Nodes .............. 2 2-4 2-8

Disk Drives .................. 16— 128 16 — 640 161,280

Maximum Capacity ............ 96 Terabytes 300 Terabytes 600 Terabytes

InForm Suite

The 3PAR InForm Suite is our proprietary software platform that provides the core intelligence for each of
our InServ Storage Servers. Our InForm Suite, which includes our operating system software and other software
products, is designed to enable the management and protection of data across a global IT environment simply and
economically. Our InForm Suite is comprised of the following elements:

e 3PAR InForm OS. InForm OS is our core operating system that utilizes advanced internal virtualization
capabilities within a massively scalable tiered storage array.

e 3PAR Rapid Provisioning. Rapid Provisioning provides built-in autonomic and load-balanced
provisioning.

e 3PAR Full Copy. Full Copy offers flexible point-in-time cloning of storage volumes. It is built on thin
copy technology and can clone both traditional and thin provisioned volumes.

*  3PAR Access Guard. Access Guard provides volume access security at the logical or physical level, or
both.

e 3PAR LDAP. LDAP provides centralized authentication and authorization using industry standard
lightweight directory access protocol.

Optional Software Applications

We also provide our customers with a number of optional software applications, which we sell under
perpetual license agreements and which customers may purchase with or after the initial system sale, including:

e 3PAR Thin Provisioning. Thin Provisioning improves storage utilization by reducing the need to over-
allocate physical storage capacity by application. The software enables IT departments to over-allocate
logical storage capacity while only utilizing physical storage capacity on an as-needed basis.

*  3PAR Dynamic Optimization. Dynamic Optimization enables users to modify service levels across all
stages of the disk-based lifecycle online and non-disruptively. With a single command, customers can
increase service levels during peak demand and subsequently return to standard levels on demand.
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e 3PAR Virtual Copy. Virtual Copy provides instant copy-on-write snapshots of data with no impact to
applications. Virtual Copy uses thin copy technology that consumes minimal physical capacity by
referring to existing data rather than duplicating it.

*  3PAR Recovery Manager for Microsoft Exchange, Microsoft SOL Server and Oracle. Recovery
Manager creates and manages snapshots and allows users to quickly restore application data and files
from disks. Recovery Manager integrates Virtual Copy with Microsoft Exchange and Microsoft SQL
Server as well as Oracle databases to allow consistent snapshots and integrated backup.

e 3PAR Remote Copy. Remote Copy enables users to copy data from one InServ Storage Server to
another in a remote location to maintain data availability for business continuity. Remote Copy is based
on thin copy technology so it can replicate both traditional and thin provisioned volumes. Remote Copy
offers both synchronous and periodic asynchronous remote replication over short and long geographic
distances.

e 3PAR System Reporter. System Reporter is a web-based performance and data capacity management
tool. System Reporter collects and analyzes historical system data from one or more InServ Storage
Servers that can then be used for troubleshooting, consolidated monitoring and service level agreement
reporting.

e 3PAR System Tuner. System Tuner automatically analyzes data on InServ Storage Servers to identify
underperforming groupings of data. System Tuner targets underperforming groupings of data and
non-disruptively relocates the data to help maintain optimal system performance.

e 3PAR Multipath I/0 for IBM AIX and Microsoft Windows. Multipath 1/O provides for path redundancy
and helps to eliminate information bottlenecks, allowing data to be intelligently routed through
multiple system paths between the host server and storage subsystem. Multipath I/O provides users
with greater data availability and more efficient load balancing of data.

e 3PAR Virtual Domains. Virtual Domains is virtual machine software that delivers secure access and
improved storage services for different applications and user groups. Since users (or groups) have
access to only those virtual domains to which they have been granted access, they can independently
and confidently administer and monitor the system without concern for the actions or visibility of other
users.

Technology

Our utility storage solution features an integrated system of software and hardware, enabled by our
advanced InSpire architecture. Our InSpire architecture delivers a simple, tiered storage array for open systems.
Central to the design is a high-bandwidth, low-latency backplane that unifies cost-effective, modular and
expandable components into a highly available, fully and autonomically load-balanced cluster.

InServ Storage Servers

Our clustered InSpire architecture offers customers an alternative to the higher initial cost of ownership and
scaling complexity typically associated with monolithic and modular array architectures, respectively. Customers
can start small and affordably—with as few as two controller nodes—yet scale massively and non-disruptively
within a single, fully tiered system. The core hardware elements of our InSpire architecture include the 3PAR
ASIC, a full mesh backplane, storage controller nodes, host bus adaptors for server and disk connectivity, drive
chassis, drive magazines and disk drives. All active hardware components can be configured redundantly within
the system.

Our InServ Storage Server products utilize a cluster-based approach and feature a full mesh backplane that
connects all storage controller nodes over low-latency, high-bandwidth links to form an active cluster. The
low-latency, high-bandwidth interconnect means that all workloads are distributed and shared across all system
resources in a massively parallel fashion. This is designed to deliver high and predictable levels of performance
for all workloads—even under failure conditions—as well as high utilization of purchased resources.
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This combination of nodes and backplane forms our proprietary data movement engine that delivers
performance and connectivity within the InServ Storage Server products. Each controller node contains several
components, including one or more processors, separate control and data cache and our custom-designed ASIC.
Unlike traditional designs that process commands and move data using the same processor, the 3PAR node
design separates control command processing and data movement. Control command processing is managed by
the on-board processors and dedicated control cache, while all data movement is executed by 3PAR’s ASIC and
dedicated data cache. We believe that this innovative design eliminates the performance bottlenecks of traditional
storage systems when serving competing workloads such as online transaction processing and data warechousing
simultaneously from a single processor complex.

Our InServ Storage Servers represent the first storage arrays to apply a full-mesh interconnect to reduce
latencies and address scalability requirements. Our proprietary backplane on each of our InServ Storage Servers
is a passive circuit board that contains connectors for our controller nodes. These connectors and associated paths
on the backplane form a full-mesh connected network between the controller nodes. The availability of a
low-latency, high-bandwidth backplane enabled us to develop an advanced volume management function that
was both clustered and distributed across all available controller nodes. This enables the delivery of a cost-
effective, cache-coherent architecture that permits a specific volume to be actively accessed through any number
of controller nodes configured within a single system, delivering performance scalability and highly available
access to data. The entire clustered storage architecture is managed as a single entity.

InForm Suite

The 3PAR InForm Suite provides the core intelligence and software for our InServ Storage Servers. At the
heart of our InForm Suite is the 3PAR InForm OS, the operating system software that provides internal storage
virtualization and volume management.

The 3PAR InForm OS employs a three-level mapping methodology similar to the virtual memory
architectures of high-end enterprise operating systems. The first level of mapping virtualizes physical disk drives
of any size into a pool of small uniform- sized data segments, or chunklets, and manages the dual paths between
each chunklet and disk drive. We believe that the fine-grained nature of this mapping methodology, utilizing
chunklets, significantly reduces under-utilization of storage assets. The second level of mapping associates
chunklets with logical disks. This association allows logical devices to be created with template properties based
upon RAID, or redundant array of independent disks, characteristics and the physical location of chunklets across
the system. Logical disks can be tailored to meet a variety of cost, capacity, performance and availability
characteristics, depending upon the quality of service required. The third level of mapping associates virtual
volumes with all or portions of an underlying logical disk or of multiple logical disks. Virtual volumes are the
capacity representations exported to hosts and applications. As a result of this approach, a very small portion of a
virtual volume associated with a particular logical disk can be quickly and non-disruptively migrated to a
different logical disk for performance or other policy-based reasons.

The underlying fine-grain virtualization of our mapping methodology allows us to support both
dedicate-on-write and copy-on-write capabilities that are the foundation of our thin provisioning and thin copy
technologies, respectively. Thin provisioning utilizes a shared storage pool from which applications are dedicated
storage capacity only when these applications actually write data. Our thin technologies enable higher storage
utilization rates than their traditional fat equivalents. Our thin copy technologies include the ability to make
readable and writeable snapshots, thin clone copies and thin-provisioning-aware remote data replication.

We have integrated our thin copy snapshot technology—Virtual Copy—with a variety of applications
including Microsoft Exchange, Microsoft SQL Server and Oracle databases. This integration is designed to
ensure that snapshots taken of data stores are consistent, enable integration with back-up products and facilitate
rapid application recovery. Hundreds of copy-on-write snapshots of a single volume may be taken over
consecutive periods to deliver a near-Continuous Data Protection, or CDP, facility with many recovery points.
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Alliances

We have developed alliances with a variety of companies that provide servers, operating systems, host bus
adaptors, SAN Fabric components, NAS gateways, clustered file systems, databases, applications, networking
infrastructure, appliances and professional services. The structure of these alliances varies but includes joint
agreements that cover interoperability testing and certification, cooperative support (either direct agreements or
through TSAnet, an industry consortium for collaborative support) and cooperative development, marketing and
sales. We leverage these alliances to provide our customers with the ability to more easily integrate our utility
storage within their existing and planned IT infrastructures, as well as extending the range of applications for
which the use of our InServ Storage Servers is appropriate.

We have alliances with companies that include Brocade Communication Systems, Inc., Cisco Systems, Inc.,
Data Domain, Inc., Egenera, Inc., Emulex Corporation, FalconStor Software, Inc., Hewlett-Packard Company, or
HP, IBM, IBRIX Inc., Incipient, Inc., Microsoft Corporation, NetApp, Inc., Novell Inc., ONStor, Inc., Oracle
Corporation, QLogic Corp., Red Hat, Inc., Riverbed Technology, Inc., Sun Microsystems, Inc., or Sun, Symantec
Corporation and VMware, Inc.

Customers

As of March 31, 2008, we have sold our utility storage systems to over 300 end customers. Our customers
include large to medium enterprises, business-oriented service providers, consumer-oriented Internet/Web 2.0
companies and government entities.

Large to Medium Enterprises: Across the spectrum of large to medium enterprises, there are IT
organizations that have transformed, or are in the process of transforming themselves, into internal service
bureaus that leverage shared, virtualized infrastructures for open systems-based workload consolidation and
flexible resource allocation. This customer category includes companies such as Credit Suisse Group, Dow
Jones & Company, Inc. and TransUnion LLC.

Business-Oriented Service Providers: Our businesses-oriented service provider customer category includes
companies with a business-to-business focus, including infrastructure and application hosting providers, SaaS
providers and busine