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PROSPECTUS

10,000,000 Shares

Dot Hill Systems Corp.

Common Stock

This is an offering of shares of common stock of Dot Hill Systems Corp. Of the 10,000,000 shares being offered, Dot Hill is selling 8,672,000
shares and the selling stockholders are selling 1,328,000 shares. We will not receive any of the proceeds from the sale of shares by the selling
stockholders.

Our common stock is traded on the Nasdaq National Market under the symbol "HILL". On September 17, 2003, the last reported sale price of
our common stock on the Nasdaq National Market was $16.18 per share.

Investing in our common stock involves risks. ''Risk Factors'' begin on page 6.

Per
Share Total
Public Offering Price $ 15.500 $ 155,000,000
Underwriting Discounts and Commissions $ 0814 $ 8,140,000
Proceeds to Dot Hill Systems Corp. (before expenses) $ 14.686 $ 127,356,992
Proceeds to Selling Stockholders (before expenses) $ 14.686 $ 19,503,008

We and the selling stockholders have granted the underwriters a 30-day option to purchase up to 1,500,000 additional shares of our common
stock to cover over-allotments.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Lehman Brothers, on behalf of the underwriters, expects to deliver the shares on or about September 23, 2003.

LEHMAN BROTHERS
DEUTSCHE BANK SECURITIES
RBC CAPITAL MARKETS
ROTH CAPITAL PARTNERS

September 17, 2003
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You should rely only on the information contained in or incorporated by reference into this prospectus. Neither we nor the underwriters
have authorized anyone, including the selling stockholders, to provide you with information different from that contained in this prospectus. We
and the selling stockholders are offering to sell, and seeking offers to buy, shares of common stock only in jurisdictions where offers and sales
are permitted. The information contained in this prospectus is accurate only as of the date of this prospectus, regardless of the time of delivery of
this prospectus or any sale of the common stock.

PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus and may not contain all of the information that may be
important to you. You should read this entire prospectus carefully, including the information set forth in "Risk Factors" and information

incorporated herein by reference before making an investment decision. In this prospectus, "Dot Hill," "our company," "we," "us" and "our"
refer to Dot Hill Systems Corp.

Dot Hill Systems Corp.

We are a provider of storage systems 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 and software products employing a
modular system that allows end-users to add capacity as needed. Our broad range of products, from medium capacity stand-alone storage units
to complete turn-key, multi-terabyte storage area networks, provides end-users with a cost-effective means of addressing increasing storage
demands without sacrificing performance. Our SANnet products have been distinguished by certification as Network Equipment Building
System, or NEBS, Level 3 and are MIL STD-810F compliant based on their ruggedness and reliability.
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Our products and services are sold worldwide to end-users primarily through our channel partners, including original equipment
manufacturers, or OEMs, systems integrators, or SIs, and value added resellers, or VARs. In May 2002, we entered into a three-year OEM
agreement with Sun Microsystems, or Sun, to provide our storage hardware and software products for private label sales by Sun. We have been
shipping our products to Sun for resale to Sun's customers since October 2002. We continue to develop new products for resale by Sun and other
channel partners and expect to begin shipping two additional new products for resale later this year. We also have OEM relationships with
Comverse Technology, Inc., Motorola, Inc. and StorageTek Corp. We will continue to pursue additional OEM relationships with other industry
leaders to benefit from their extensive direct and indirect distribution networks, installed customer base and sales and marketing resources.

As part of our focus on indirect sales channels, we have outsourced substantially all of our manufacturing operations to Solectron
Corporation, a leading electronics manufacturing services company. Our agreement with Solectron allows us to reduce sales cycle times and
manufacturing infrastructure, enhance working capital and improve margins by taking advantage of Solectron's manufacturing and procurement
economies of scale.

The need for high reliability, high performance networked storage and data management solutions continues to grow rapidly. International
Data Corporation, or IDC, estimates that the total combined amount worldwide of storage-related expenditures will increase from approximately

$54.0 billion in 2002 to over $71.4 billion in 2006, growing at an overall compound annual growth rate, or CAGR, of 7.2% (IDC, Worldwide
Disk Storage Systems Forecast and Analysis, 2002 - 2006, December 2002). We offer high reliability, high performance storage area network, or
SAN, systems in an open systems architecture in several configurations, including Fibre Channel and network attached storage, or NAS.
According to IDC, by 2006 Fibre Channel SANs will represent 40.1% of total worldwide storage systems expenditures, up from 23.9% in 2002,
and growing at a 14.7% CAGR from $4.8 billion in 2002 to $8.2 billion in 2006. IDC also estimates that by 2006 NAS devices will represent
20.0% of total worldwide storage systems expenditures, up from 8.3% in 2002, and growing at a 25.6% CAGR from $1.7 billion in 2002 to

$4.1 billion in 2006.

Our products are installed worldwide at companies ranging from small businesses to large enterprises, government agencies and other
institutions. Our entry-level and midrange products incorporate a number of high performance features found on high-end systems at prices
suitable for end-users in the entry-level and midrange storage markets. We serve a broad range of end-users across all storage markets, with
product lines ranging from 180 gigabyte, or GB, appliances to complete

28 terabyte, or TB, storage systems. Our products may be integrated in a modular building block fashion or configured into a complete storage
solution and enable our indirect channel partners to customize solutions for end-users by bundling our products with value-added hardware,
software and services.

We have broad management and technical experience in designing, developing and marketing networked storage solutions. Our senior
management has over 150 years of combined experience in the storage industry and our research and development programs are driven by our
innovative engineering team.

Our Strategy

Over the past year we have focused on achieving profitable growth by moving from a direct sales to an indirect sales channel model,
outsourcing our manufacturing and service operations, and focusing on our core competencies in research, engineering and design. Our objective
is to capture an increasing share of the open systems storage solutions market by:

expanding our existing OEM relationships;

broadening our indirect sales channels;

extending our technology leadership; and

pursuing strategic alliances, partnerships and acquisitions.

Our Company
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Dot Hill was formed in 1999 by the combination of Box Hill Systems Corp. and Artecon, Inc. We reincorporated in Delaware in 2001. Our
telephone number is (760) 931-5500. Our principal executive offices are located at 6305 El Camino Real, Carlsbad, California 92009. We have
facilities in Carlsbad, California, Japan and the Netherlands. We also have sales offices in Boston, Massachusetts, Germany, Singapore and the
United Kingdom. Our website address is http://www.dothill.com. Information contained on our website does not constitute a part of this
prospectus. Our Annual Report 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 Securities and Exchange Commission, or SEC, are currently available free of charge to the general public
through our website. These reports are accessible on our website promptly after being filed with the SEC.

We recently elected to move from the American Stock Exchange to the Nasdaq National Market, where our common stock began trading
on July 28, 2003.

The Dot Hill logo, SANnet®, SANscape®, SANpath®, Dot Hill Systems® and Dot Hill® are our registered trademarks. All other trade
names and trademarks mentioned in this prospectus are the property of their respective owners.

3
THE OFFERING

Common stock offered by Dot Hill 8,672,000 shares

Common stock offered by selling stockholders 1,328,000 shares

Common stock to be outstanding after this offering 41,451,318 shares

Use of proceeds We intend to use the net proceeds of this offering to finance the
growth of our business, expand research and development and for
general corporate purposes. We may also use a portion of the
proceeds for acquisitions or other investments. We will not receive
any of the net proceeds from the sale of the shares by the selling
stockholders.

Nasdaq National Market symbol "HILL"

The number of shares of our common stock to be outstanding after the offering set forth above is based on 32,779,318 shares outstanding as
of September 17, 2003. The number of outstanding shares excludes:

an aggregate of 4,845,551 shares of our common stock reserved for issuance under our equity incentive plans, of which
3,277,681 shares were subject to outstanding stock options as of September 17, 2003, at a weighted average exercise price of
$3.98 per share; and

an aggregate of 2,065,316 shares of our common stock issuable upon exercise of outstanding warrants.

ABOUT THIS PROSPECTUS
Unless otherwise indicated, the information in this prospectus assumes no exercise of the underwriters' over-allotment option.

Prior to making a decision about investing in our common stock, you should consider carefully the specific risks contained in the section
"Risk Factors" beginning on page 6, and any applicable prospectus supplement, together with all of the other information contained in this
prospectus and any prospectus supplement or appearing or incorporated by reference in the registration statement of which this prospectus is a
part.
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SUMMARY CONSOLIDATED FINANCIAL DATA

The following table summarizes financial data regarding our business. You should read this information together with the consolidated
financial statements and the notes to those statements appearing elsewhere in this prospectus or incorporated herein by reference. See "Selected
Consolidated Financial Data" and "Management's Discussion and Analysis of Financial Condition and Results of Operations." Dot Hill was

formed in 1999 by the combination of Box Hill Systems and Artecon.

Year Ended December 31,

Six Months Ended June 30,

1998 1999 2000 2001

2002

2002

2003

(in thousands, except per share data)

Statement of Operations

Data:

Net revenue $ 168,355 $ 124216  $ 121,197 $ 56,277 $
Gross profit 58,591 37,604 43,467 11,459
Operating income (loss) 279 (13,454) (3,969) (28,369)
Net income (loss) 584 (9,047) (948) (43,391)

Net income (loss)
attributable to common

stockholders 584 (9,047) (948) (43,391)
Net income (loss) per
share:
Basic $ 003 $ 0.39) $ 0.04) $ (1.76) $
Diluted $ 0.02 $ 0.39) $ 0.04) $ (1.76) $
Weighted average shares
outstanding:
Basic 22,903 23,385 24,253 24,703
Diluted 24,442 23,385 24,253 24,703

The following table summarizes our balance sheet as of June 30, 2003:

on an actual basis; and

46,936

1,492
(37,764)
(34,303)

(34,759)

(1.39)
(1.39)

24,953
24,953

$ 22,096 $
2,637
(18,539)
(15,062)

(15,062)

$ 0.61) $
$ 0.61) $

24,854
24,854

78,950
15,550
770
1,096

955

0.03
0.03

28,877
32,954

on an as adjusted basis to give effect to the sale by us and the selling stockholders of 10,000,000 shares in this offering, at an
offering price to the public of $15.50 per share, after deducting estimated underwriting discounts and commissions and

offering expenses payable by us.

Balance Sheet Data:

Cash, cash equivalents and short-term investments
Working capital

Total assets

Total long-term debt

Total stockholders' equity

As of June 30, 2003

Actual

As Adjusted

(in thousands)

30,677 $
19,856
58,094
266
24406 $

157,284
146,463
184,701

266
151,013
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RISK FACTORS

Investing in our common stock involves a high degree of risk. Before purchasing our common stock, you should carefully consider the risks
described below in addition to the other information in this prospectus. Our business, results of operations and financial condition may be
materially and adversely affected due to any of the following risks. The risks described below are not the only ones we face. Additional risks we
are not presently aware of or that we currently believe are immaterial may also impair our business operations. The trading price of our
common stock could decline due to any of these risks, and you could lose all or part of your investment. In assessing these risks, you should also
refer to the other information contained or incorporated by reference in this prospectus, including our financial statements and related notes.

Risks Related to Our Business and Industry

Under our OEM agreement with Sun, Sun is not required to make minimum purchases or purchase exclusively from us, and we cannot
assure you that our relationship with Sun will not be terminated or will generate significant sales.

Our business is highly dependent on our relationship with Sun. Sales to Sun accounted for 25.0% and 81.0% of our net revenue for the year
ended December 31, 2002 and the six months ended June 30, 2003, respectively. Our OEM agreement with Sun has an initial term of three years
and may be renewed at the discretion of Sun. However, there are no minimum purchase requirements or guarantees in our agreement with Sun,
the agreement does not obligate Sun to purchase its storage solutions exclusively from us and Sun may cancel purchase orders submitted under
the agreement at any time. Sun may terminate the entire contract prior to the contract expiration date upon the occurrence of certain events that
are not remedied within a specified cure period. The decision by Sun not to renew its contract with us, to terminate the contract, to cease making
purchases or to cancel purchase orders would cause our revenues to decline substantially. We cannot be certain if, when or to what extent Sun
might terminate its contract with us, cancel purchase orders, cease making purchases or elect not to renew the contract upon the expiration of the
initial term. We expect to receive a substantial majority of our projected net revenue for the year ended December 31, 2003 from sales of our
products to Sun. We cannot assure you that we will achieve these expected sales levels. If we do not achieve the sales levels we expect to receive
from Sun, our business and result of operations will be significantly harmed.

Any decline in Sun's sales could harm our business.

A substantial majority of our revenues are generated by sales to Sun, which sells our products as separate units or bundled with its servers.
If Sun's storage related sales decline, our revenues will also decline and our business could be materially harmed. In addition, Sun's quarterly
operating results typically fluctuate downward in the first quarter of their fiscal year when compared with the immediately preceding fourth
quarter. If these fluctuations cause Sun to decrease purchases of our storage products, our results in the first quarter of Sun's fiscal years, which
is our third quarter, could be harmed.

We are dependent on sales to a relatively small number of customers.

Because we intend to expand sales to channel partners, we expect to experience continued concentration in our customer base. As a result,
if our relationship with any of our customers is disrupted, we would lose a significant portion of our anticipated net revenue. We cannot
guarantee that

our relationship with Sun or other channel partners will expand or not otherwise be disrupted. Factors that could influence our relationship with
significant channel partners, including Sun, include:

our ability to maintain our products at prices that are competitive with those of other storage system suppliers;

our ability to maintain quality standards for our products sufficient to meet the expectations of our channel partners; and

our ability to produce, ship and deliver a sufficient quantity of our products in a timely manner to meet the needs of our
channel partners.
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None of our contracts with our existing channel partners, including Sun, contain any minimum purchasing commitments. Further, we do
not expect that future contracts with channel partners, if any, will include any minimum purchasing commitments. Changes in the timing or
volume of purchases by our major customers could result in lower revenue. In addition, our existing contracts do not require our channel
partners to purchase our products exclusively or on a preferential basis over the products of any of our competitors. Consequently, our channel
partners may sell the products of our competitors.

The loss of one or more suppliers could slow or interrupt the production and sales of our products.

Solectron, our third party manufacturer, relies on third parties to supply key components of our storage products. Many of these
components are available only from limited sources in the quantities and quality we require. Solectron purchases the majority of our redundant
arrays of independent disks, or RAID, controllers from Infortrend Technology, Inc., or Infortrend. Solectron may not be able to purchase the
type or quantity of components from third party suppliers as needed in the future.

From time to time there is significant market demand for disk drives, RAID controllers and other components, and we may experience
component shortages, selective supply allocations and increased prices of such components. In such event, we may be required to purchase our
components from alternative suppliers. Even if alternative sources of supply for critical components such as disk drives and controllers become
available, incorporating substitute components into our products could delay our ability to deliver our products in a timely manner. For example,
we estimate that replacing Infortrend's RAID controllers with those of another supplier would involve several months of hardware and software
modification, which could significantly harm our ability to meet our customers' orders for our products, damage our customer relationships and
result in a loss of sales.

Manufacturing disruptions could harm our business.

We rely on Solectron to manufacture substantially all of our products. If our agreement with Solectron is terminated or if Solectron does not
perform its obligations under our agreement, it could take several months to establish alternative manufacturing for our products and we may not
be able to fulfill our customers' orders in a timely manner. Under our OEM agreement with Sun, Sun has the right to require that we use a third
party to manufacture our products. Such an external manufacturer must meet Sun's engineering, qualification and logistics requirements. If our
agreement with Solectron terminates, we may be unable to find another external manufacturer that meets Sun's requirements.

With our increased use of third-party manufacturers, our ability to control the timing of shipments has continued and will continue to
decrease. Delayed shipment could result in the deferral or cancellation of purchases of our products. Any significant deferral or cancellation of
these sales would harm our results of operations in any particular quarter. Net revenue for a period may be lower than predicted if large orders
forecasted for that period are delayed or are not realized, which could result in cash flow problems or a decline in our stock price.

We experienced losses in each of the past three years and may continue to experience losses in the future and may need to raise
additional funds to continue our operations.

For the years ended December 31, 2000, 2001 and 2002, we incurred net losses of $0.9 million, $43.4 million and $34.3 million,
respectively. We cannot assure you that we will be profitable in any future period. We have expended, and will continue to be required to
expend, substantial funds to pursue engineering, research and development projects, enhance marketing efforts and otherwise operate our
business. Our future capital requirements will depend on, and could increase substantially as a result of, many factors, including:

our plans to maintain and enhance our engineering, research, development and product testing programs;

the success of our manufacturing strategy;

the success of our sales and marketing efforts;

the extent and terms of any development, marketing or other arrangements;
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changes in economic, regulatory or competitive conditions; and

costs of filing, prosecuting, defending and enforcing intellectual property rights.

Our available cash, cash equivalents and short-term investments as of June 30, 2003 totaled $30.7 million, which, together with cash
generated by operations and the net proceeds from this offering, we believe will finance our operations through at least the next twelve months.
We may need to raise additional funds to continue our operations and to avoid liquidity problems, either through borrowings or the sale of our
debt or equity securities. In addition, unanticipated events, such as Sun's failure to meet its product purchase forecast or extraordinary expenses
or operating expenses in excess of our projections, may require us to raise funds sooner than we expect. We may not be able to raise additional
funds on commercially reasonable terms or at all. Any sales of our debt or equity securities in the future may have a substantial dilutive effect on
our existing stockholders. If we are able to borrow funds, we may be required to grant liens on our assets to the provider of any source of
financing or enter into operating, debt service or working capital covenants with any provider of financing that could hinder our ability to
operate our business in accordance with our plans. As a result, our ability to borrow money on a secured basis may be impaired, and we may not
be able to issue secured debt on commercially reasonable terms or at all.

Our quarterly operating results have fluctuated significantly in the past and are not a good indicator of future performance.

Our quarterly operating results have fluctuated significantly in the past as shown in the following table and are not a good indicator of
future performance.

Quarter Net Revenue Net Income (Loss)

(in millions)

First Quarter 2001 $ 186 $ (28.7)
Second Quarter 2001 14.9 5.7)
Third Quarter 2001 12.3 (3.3)
Fourth Quarter 2001 10.5 5.7)
First Quarter 2002 10.9 (6.2)
Second Quarter 2002 11.2 (8.9)
Third Quarter 2002 8.6 (7.3)
Fourth Quarter 2002 16.3 (11.9)
First Quarter 2003 30.5 (1.5)
Second Quarter 2003 48.4 2.6
8

In addition, the announcement of financial results that fall short of the results anticipated by the public markets could have an immediate
and significant negative effect on the trading price of our common stock in any given period.

We may have difficulty predicting future operating results due to both internal and external factors affecting our business and
operations, which could cause our stock price to decline.

Our operating results may vary significantly in the future depending on a number of factors, many of which are out of our control,
including:

the size, timing, cancellation or rescheduling of significant orders;

product configuration, mix and quality issues;

market acceptance of our new products and product enhancements and new product announcements or introductions by our
competitors;
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manufacturing costs;

deferrals of customer orders in anticipation of new products or product enhancements;

changes in pricing by us or our competitors;

our ability to develop, introduce and market new products and product enhancements on a timely basis;

hardware component costs and availability, particularly with respect to hardware components obtained from Infortrend, a
sole-source provider;

our success in creating brand awareness and in expanding our sales and marketing programs;

the level of competition;

potential reductions in inventories held by channel partners;

slowing sales of the products of our channel partners;

technological changes in the open systems storage market;

levels of expenditures on research, engineering and product development;

changes in our business strategies;

personnel changes; and

general economic trends and other factors.
If our customers delay or cancel orders or return products, our results of operations could be harmed.

We generally do not enter into long-term purchase contracts with customers, and customers usually have the right to extend or delay
shipment of their orders, return products and cancel orders. As a result, sales in any period are generally dependent on orders booked and
shipped in that period. Delays in shipment orders, product returns and order cancellations in excess of the levels we expect would harm our
results of operations.

Our sales cycle varies substantially and future net revenue in any period may be lower than our historical revenues or forecasts.

Our sales are difficult to forecast because the open systems storage market is rapidly evolving and our sales cycle varies substantially from
customer to customer. Customer orders for our products can range in value from a few thousand dollars to over a million dollars. The length of
time between initial

10
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contact with a potential customer and the sale of our product may last from three to 24 months. This is particularly true during times of economic
slowdown, for sales to channel partners and for the sale and installation of complex solutions. We have shifted our business strategy to focus
primarily on channel partners, with whom sales cycles are generally lengthier, more costly and less certain than direct sales to end-users.

Additional factors that may extend our sales cycle, particularly orders for new products, include:

the amount of time needed for technical evaluations by customers;
customers' budget constraints and changes to customers' budgets during the course of the sales cycle;
customers' internal review and testing procedures; and

our engineering work to integrate a storage solution with a customer's system.

Our net revenue is difficult for us to predict since it is directly affected by the timing of large orders. Due to the unpredictable timing of
customer orders, we may ship products representing a significant portion of our net sales for a quarter during the last month of that quarter. In
addition, our expense levels are based, in part, on our expectations as to future sales. As a result, if sales levels are below expectations, our
operating results may be disproportionately affected. We cannot assure you that we will experience sales growth in future periods.

The market for our products is subject to substantial pricing pressure that decreases our margins.

Pricing pressures exist in the data storage market and have harmed and may in the future continue to harm our revenue and earnings. These
pricing pressures are due, in part, to continuing decreases in component prices, such as those of disks and RAID controllers. Decreases in
component prices are customarily passed-on to customers by storage companies through a continuing decrease in price of storage hardware
systems. In addition, because we expect to continue to make most of our sales to a small number of customers, we are subject to continued
pricing pressures from our customers, particularly our OEM customers. Pricing pressures are also due, in part, to the current difficult economic
conditions, which have led many companies in our industry to pursue a strategy of decreasing prices in order to win sales, the narrowing of
functional differences among competitors, which forces companies to compete on price as opposed to features of products, and the introduction
of new technologies, which leaves older technology more vulnerable to pricing pressures. To the extent we are unable to offset those pressures
with commensurate cost reductions from our suppliers or by providing new products and features, our margins will be harmed.

Our success depends significantly upon our ability to protect our intellectual property and to avoid infringing the intellectual property
of third parties, which could result in costly, time-consuming litigation or even the inability to offer certain products.

We rely primarily on patents, copyrights, trademarks, trade secrets, nondisclosure agreements and common law to protect our intellectual
property. For example, we have registered trademarks for SANnet, SANpath, SANscape and Dot Hill and the Dot Hill logo. We also had eight
U.S. patents and no patents pending as of June 30, 2003. We do not expect that our patents will provide us with any meaningful competitive
advantage relative to the other protections we rely on. Despite our efforts to protect our intellectual property, unauthorized parties may attempt
to copy aspects of our products or obtain and use information that we regard as proprietary. In addition, the laws of foreign countries may not
adequately protect our intellectual property rights. Our efforts to protect our intellectual property from third party discovery and infringement
may be insufficient and third parties may independently develop technologies similar to ours, duplicate our products or design around our
patents.

10

Third parties have in the past asserted, and in the future may assert, that our products and technologies infringe their intellectual property,
which could result in infringement lawsuits being filed against us. We expect that providers of storage products will increasingly be subject to
infringement claims as the number of products and competitors increases. From time to time, we receive letters from third parties suggesting that
we may require a license from such third parties to manufacture or sell our products. We evaluate all such communications to assess whether to
seek a license from the patent owner. We may require licenses that could have a material impact on our business. In addition, we cannot assure
you that we would prevail in any litigation related to infringement claims against us. Moreover, we cannot assure you that additional third parties
will not assert infringement claims against us in the future.

11
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If we were to become party to any litigation to protect our intellectual property from infringement by a third party, or as a result of a claim
that our products and technologies infringe the intellectual property of a third party, we would likely incur substantial legal fees and expenses
and our management's attention would be distracted from the operations of our business. Further, any settlement or adverse judgment involving
a determination that our products or technology infringe the intellectual property of a third party could require us to pay substantial damages or
royalties to a third party which could impede our ability to price our products competitively and could adversely affect our gross profit. In such
event we could also be required to obtain a license from the third party to continue to sell our products or use our technologies. We may not be
able to obtain a license from a third party on commercially reasonable terms, or at all. If we or our suppliers were unable to license protected
technology, we could be prohibited from marketing products that incorporate the protected technology. We could also incur substantial costs to
redesign our products in a manner to avoid infringement of third party intellectual property rights.

The market for storage systems is intensely competitive and our results of operations, pricing and business could be harmed if we fail to
maintain or expand our market position.

The storage market is intensely competitive and is characterized by rapidly changing technology. We compete primarily against
independent storage system suppliers, including EMC Corporation, Hitachi Data Systems, LSI Logic Storage Systems and Network Appliance.
We also compete with traditional suppliers of computer systems, including Dell Computer Corporation, Hewlett-Packard Company, and IBM
Corporation, which market storage systems as well as other computer products.

Many of our existing and potential competitors have longer operating histories, greater name recognition and substantially greater financial,
technical, sales, marketing and other resources than us. As a result, they may have more advanced technology, larger distribution channels,
stronger brand names, better customer service and access to more customers than we do. Other large companies with significant resources could
become direct competitors, either through acquiring a competitor or through internal efforts. Additionally, a number of new, privately held
companies are currently attempting to enter the storage market, some of which may become significant competitors in the future. Any of these
existing or potential competitors may be able to respond more quickly to new or emerging technologies and changes in customer requirements,
devote greater resources to the development, promotion and sale of products or deliver competitive products at lower prices than us.

We could also lose current or future business to any of our suppliers or manufacturers, some of which directly and indirectly compete with
us. Currently, we leverage our supply and manufacturing relationships to provide a significant share of our products. Our suppliers and
manufacturers are very familiar with the specific attributes of our products and may be able to provide our customers with similar products.

We expect that competition will increase as a result of industry consolidation and the creation of companies with new, innovative product
offerings. Current and potential competitors have established

11

or may establish cooperative relationships among themselves or with third parties to increase the ability of their products to address the needs of
our prospective customers. Accordingly, it is possible that new competitors or alliances among competitors may emerge and rapidly acquire
significant market share. Increased competition is likely to result in price reductions, reduced operating margins and potential loss of market
share, any of which could harm our business.

We believe that the principal competitive factors affecting the storage systems market include:

Product performance, features, scalability and reliability;

Price;

Product breadth;

Timeliness of new product introductions; and

Interoperability and ease of management.

12
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We cannot assure you that we will be able to successfully incorporate these factors into our products and compete against current or future
competitors or that competitive pressures we face will not harm our business. If we are unable to develop and market products to compete with
the products of competitors, our business will be materially and adversely affected. In addition, if major channel partners who are also
competitors cease purchasing our products in order to concentrate on sales of their own products, our business will be harmed.

The open systems storage market is rapidly changing and we may be unable to keep pace with or properly prepare for the effects of
those changes.

The open systems data storage market in which we operate is characterized by rapid technological change, frequent new product
introductions, evolving industry standards and consolidation among our competitors, suppliers and customers. Customer preferences in this
market are difficult to predict and changes in those preferences and the introduction of new products by us or our competitors could render our
existing products obsolete. Our success will depend upon our ability to address the increasingly sophisticated needs of customers, to enhance
existing products, and to develop and introduce on a timely basis, new competitive products, including new software and hardware, and
enhancements to existing software and hardware, that keep pace with technological developments and emerging industry standards. If we cannot
successfully identify, manage, develop, manufacture or market product enhancements or new products, our business will be harmed. In addition,
consolidation among our competitors, suppliers and customers may harm our business by increasing the resources of our competitors, reducing
the number of suppliers available to us for our product components and increasing competition for customers by reducing customer-purchasing
decisions.

A significant percentage of our expenses are fixed, and if we fail to generate revenues in associated periods, our operating results will be
harmed.

Although we have taken a number of steps to reduce operating costs, we may have to take further measures to reduce expenses if we
continue to experience operating losses or do not achieve a stable net income. A number of factors could preclude us from successfully bringing
costs and expenses in line with our net revenue, such as the fact that our expense levels are based in part on our expectations as to future sales,
and that a significant percentage of our expenses are fixed, which limits our ability to reduce expenses quickly in response to any shortfalls in
net revenue. As a result, if net revenue does not meet our projections, operating results may be negatively affected. We may experience shortfalls
in net revenue for various reasons, including:

significant pricing pressures that occur because of declines in selling prices over the life of a product or because of increased
competition;
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sudden shortages of raw materials or fabrication, test or assembly capacity constraints that lead our suppliers and
manufacturers to allocate available supplies or capacity to other customers, which, in turn, may harm our ability to meet our
sales obligations; and

the reduction, rescheduling or cancellation of customer orders.

In addition, we typically plan our production and inventory levels based on internal forecasts of customer demand, which is highly
unpredictable and can fluctuate substantially. From time to time, in response to anticipated long lead times to obtain inventory and materials
from our outside suppliers, we may order materials in advance of anticipated customer demand. This advance ordering has continued and may to
result in excess inventory levels or unanticipated inventory write-downs due to expected orders that fail to materialize.

Our business and operating results may suffer if we encounter significant product defects.

Our products may contain undetected errors or failures when first introduced or as we release new versions. During 2003, we plan to
introduce a number of new products, particularly in our SANnet II family of systems. We may discover errors in our products after shipment,
resulting in a loss of or delay in market acceptance, which could harm our business. Our standard warranty provides that if the system does not
function to published specifications, we will repair or replace the defective component or system without charge. Significant warranty costs,
particularly those that exceed reserves, could adversely impact our business. In addition, defects in our products could result in our customers
claiming damages against us for property damage or consequential damage and could also result in our loss of customers and goodwill. Any
such claim could distract management's attention from operating our business and, if successful, result in damage claims against us that might
not be covered by our insurance.
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Our success depends on our ability to attract and retain key personnel.

Our performance depends in significant part on our ability to attract and retain talented senior management and other key personnel. Our
key personnel include James Lambert, our President and Chief Executive Officer, Dana Kammersgard, our Chief Technical Officer, and Preston
Romm, our Chief Financial Officer. If any one of these individuals were to terminate his employment with us, we would be required to locate
and hire a suitable replacement. Competition for attracting talented employees in the technology industry is intense. We may be unable to
identify suitable replacements for any employees that we lose. In addition, even if we are successful in locating suitable replacements, the time
and cost involved in recruiting, hiring, training and integrating new employees, particularly key employees responsible for significant portions of
our operations, could harm our business by delaying our production schedule, our research and development efforts, our ability to execute on our
business strategy and our client development and marketing efforts.

Many of our customer relationships are based on personal relationships between the customer and our sales representatives. If these
representatives terminate their employment with us, we may be forced to expend substantial resources to attempt to retain the customers that the
sales representatives serviced. Ultimately, if we were unsuccessful in retaining these customers, our revenue would decline.

We have recently made several reductions in our workforce. Although the reductions were designed to reduce our operating costs, the
reductions have increased the responsibilities of our remaining employees. As a result, we face risks associated with transferring the duties of
our former employees to our remaining employees. In addition to the expense involved in retraining employees, there is a risk that our current
work force will be unable to effectively manage all of the duties of our former employees, which could adversely impact our research and
development efforts, our general accounting and operating activities, our sales efforts and our production capabilities.
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Our executive officers and directors and their affiliates own a significant percentage of our outstanding shares, which could prevent us
from being acquired and adversely affect our stock price.

As of June 30, 2003, our executive officers, directors and their affiliates beneficially owned approximately 16.4% of our outstanding shares
of common stock. These individual stockholders may be able to influence matters requiring approval by our stockholders, including the election
of a majority of our directors. The voting power of these stockholders under certain circumstances could have the effect of delaying or
preventing a change in control of us. This concentration of ownership may also make it more difficult or expensive for us to obtain financing.
Further, any substantial sale of shares by these individuals could depress the market price of our common stock and impair our ability to raise
capital in the future through the sale of our equity securities.

Protective provisions in our charter and bylaws and the existence of our stockholder rights plan could prevent a takeover which could
harm our stockholders.

Our certificate of incorporation and bylaws contain a number of provisions that could impede a takeover or prevent us from being acquired,
including, but not limited to, a classified board of directors, the elimination of our stockholders' ability to take action by written consent and
limitations on the ability of our stockholders to remove a director from office without cause. Our board of directors may issue additional shares
of common stock or establish one or more classes or series of preferred stock with such designations, relative voting rights, dividend rates,
liquidation and other rights, preferences and limitations as determined by our board of directors without stockholder approval. In addition, we
adopted a stockholder rights plan in May 2003 that is designed to impede takeover transactions that are not supported by our board of directors.
Each of these charter and bylaw provisions and the stockholder rights plan gives our board of directors, acting without stockholder approval, the
ability to prevent, or render more difficult or costly, the completion of a takeover transaction that our stockholders might view as being in their
best interests.

The exercise of outstanding warrants may result in dilution to our stockholders.

Dilution of the per share value of our common stock could result from the exercise of outstanding warrants. As of September 17, 2003,
there were outstanding warrants to purchase 2,065,316 shares of our common stock. The warrants have exercise prices ranging from $2.97 to
$4.68 per share and expire at various dates through March 14, 2008. When the exercise price of the warrants is less than the trading price of our
common stock, exercise of the warrants would have a dilutive effect on our stockholders. The possibility of the issuance of shares of our
common stock upon exercise of the warrants could cause the trading price of our common stock to decline.

Risks Related to This Offering

Our stock price may be highly volatile and could decline substantially and unexpectedly.
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The trading price of our shares of common stock has been affected by the factors disclosed in this section as well as prevailing economic
and financial trends and conditions in the public securities markets. Share prices of companies in technology-related industries, such as ours,
tend to exhibit a high degree of volatility. The announcement of financial results that fall short of the results anticipated by the public markets
could have an immediate and significant negative effect on the trading price of our shares in any given period. Such shortfalls may result from
events that are beyond our immediate control, can be unpredictable and, since a significant proportion of our sales during each fiscal quarter tend
to occur in the latter stages of the quarter, may not be discernible until the end of a financial reporting period. These factors may contribute to the
volatility of the trading value of our shares regardless of our long-term prospects. The trading price of our shares may also be affected by
developments, including reported financial results and fluctuations in trading prices of the shares of
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other publicly-held companies, in our industry generally and our business segment in particular, which may not have any direct relationship with
our business or prospects.

In the past, securities class action litigation has often been brought against a company following periods of volatility in the market price of
its securities. We could be the target of similar litigation in the future. Securities litigation could result in the expenditure of substantial funds,
divert management's attention and resources, harm our reputation in the industry and the securities markets and reduce our profitability.

Future sales of our common stock may hurt our market price.

A substantial number of shares of our common stock will be available for resale after the offering. If our stockholders sell substantial
amounts of our common stock in the public market following the offering, the market price of our common stock could decline. These sales
might also make it more difficult for us to sell equity securities in the future at times and prices that we deem appropriate. In addition, we are
obligated to file a registration statement with respect to the resale of up to 1,394,275 shares of our common stock issuable upon exercise of
warrants held by Sun.

We, all of our executive officers and directors and the selling stockholders have agreed not to offer, sell or otherwise dispose of any shares
of capital stock or any securities which may be converted into or exchanged for any shares of our capital stock for a period of 90 days from the
date of this prospectus, other than the shares being sold pursuant to this prospectus. However, the underwriters may waive this restriction and
allow us or them to sell shares at any time. Shares of common stock subject to these lock-up agreements and held by executive officers, directors
and selling stockholders will become eligible for sale in the public market upon expiration of these lock-up agreements, subject to limitations
imposed by Rule 144 under the Securities Act of 1933.

We may spend or invest a substantial portion of the net proceeds of this offering in ways in which you might not agree.

We have broad discretion to determine how we spend or invest the net proceeds from this offering. You will not have an opportunity to
evaluate the economic, financial or other information upon which we base our decisions on how to use these proceeds and, subject to certain
exceptions, we will be able to use and allocate the net proceeds without first obtaining stockholder approval.

Geopolitical military conditions, including terrorist attacks and other acts of war, may materially and adversely affect the markets on
which our common stock trades, the markets in which we operate, our operations and our profitability.

Terrorist attacks and other acts of war, and any response to them, may lead to armed hostilities and such developments would likely cause
instability in financial markets. Armed hostilities and terrorism may directly impact our facilities, personnel and operations which are located in
the United States and internationally, as well as those of our channel partners, suppliers, third party manufacturer and customers. Furthermore,
severe terrorist attacks or acts of war may result in temporary halts of commercial activity in the affected regions, and may result in reduced
demand for our products. These developments could have a material adverse effect on our business and the trading price of our common stock.
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FORWARD-LOOKING STATEMENTS

We have made forward-looking statements in this prospectus and in the information incorporated herein by reference, including in the
sections entitled "Prospectus Summary," "Risk Factors," "Management's Discussion and Analysis of Financial Condition and Results of
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Operations" and "Business," that are based on our management's beliefs and assumptions and on information currently available to our
management. Forward-looking statements include information concerning our possible or assumed future results of operations, business
strategies, financing plans, competitive position, potential growth opportunities and the effects of competition and regulation. Forward-looking
statements include all statements that are not historical facts. You can identify these statements by the use of forward-looking terminology, such
as the words "believe," "expect, plan,

non "o

anticipate," "intend,

non non non non

estimate," "may," "might" or other similar expressions.

Forward-looking statements involve significant risks, uncertainties and assumptions. Although we believe that the expectations reflected in
the forward-looking statements are reasonable, actual results may differ materially from those expressed in these forward-looking statements.
You should not put undue reliance on any forward-looking statements. We do not have any intention or obligation to update forward-looking
statements after we distribute this prospectus, even if new information becomes available or other events occur in the future. You should
understand that many important factors, in addition to those discussed in the section entitled "Risk Factors" and elsewhere in this prospectus and
in the information incorporated herein by reference, could cause our results to differ materially from those expressed or suggested in
forward-looking statements.
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USE OF PROCEEDS

We expect to receive net proceeds of approximately $126.6 million from this offering after deducting the underwriting discount and
estimated offering expenses. If the underwriters' over-allotment option is exercised in full, our estimated net proceeds will be approximately
$144.7 million. We will not receive any of the net proceeds from the sale of shares by the selling stockholders.

We intend to use the net proceeds for general corporate purposes and to expand our research and development efforts. We may also use a
portion of the proceeds for acquisitions or other investments. However, we have no present understanding or agreement relating to any specific
acquisition or investment.

We have not yet determined the amount of net proceeds to be used specifically for each of the foregoing purposes. Accordingly, our
management will have significant flexibility in applying the net proceeds of the offering. Pending their use as described above, we may invest
the net proceeds of this offering in interest-bearing investment-grade instruments or bank deposits.

DIVIDEND POLICY

We do not expect to pay any cash dividends for the foreseeable future. We currently intend to retain earnings, if any, to finance operations
and to expand our business.

Any future determination to pay cash dividends will be at the discretion of our board of directors and will depend upon our financial
condition, operating results, capital requirements and such other factors as our board of directors deems relevant.

During the period beginning in December 2002 and ending April 2003, we paid a total of $0.1 million in dividends on our then outstanding
preferred stock. In April 2003, all of our outstanding preferred stock was converted to shares of our common stock and no longer accrues
dividends.
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MARKET PRICE FOR OUR COMMON STOCK

Our common stock traded on the New York Stock Exchange beginning on September 16, 1997 under the symbol "BXH". In August 1999,
Box Hill Systems merged with Artecon and we changed our name to Dot Hill Systems Corp. and our trading symbol changed to "HIL". We
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moved to the American Stock Exchange on December 12, 2002, where we continued to trade our common stock under the symbol "HIL". On
July 28, 2003, our common stock was included for quotation on the Nasdaq National Market where our common stock is currently traded under
the symbol "HILL".

The following table sets forth for the periods indicated the per share range of the high and low closing sales prices or closing bid prices, of
our common stock as reported on the New York Stock Exchange, the American Stock Exchange or the Nasdaq National Market, as applicable.

Low High

Year Ended December 31, 2001

First Quarter $ 192 §$ 8.00

Second Quarter 1.59 2.75

Third Quarter 1.28 2.53

Fourth Quarter 1.06 2.20
Year Ended December 31, 2002

First Quarter 1.55 3.15

Second Quarter 2.10 4.69

Third Quarter 2.50 3.95

Fourth Quarter 1.60 3.50
Year Ended December 31, 2003

First Quarter 3.10 6.12

Second Quarter 6.01 14.00

Third Quarter (through September 17, 2003) 13.52 18.95

On September 17, 2003, the last reported sale price for our common stock on the Nasdaq National Market was $16.18 per share. As of
August 26, 2003, there were 32,773,995 shares of our common stock outstanding held by approximately 6,645 holders of record.
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CAPITALIZATION

The following table sets forth, as of June 30, 2003, our capitalization:

on an actual basis; and

on an as adjusted basis to give effect to the sale of the 10,000,000 shares offered by us and the selling stockholders in this
offering (excluding the over-allotment shares) at an offering price to the public of $15.50 per share, after deducting the
underwriting discounts and commissions and estimated offering expenses and our anticipated application of the net proceeds
of the offering.

You should read this table together with the sections of this prospectus entitled "Selected Consolidated Financial Data" and "Management's
Discussion and Analysis of Financial Condition and Results of Operations" and our consolidated financial statements and related notes included
in this prospectus or incorporated herein by reference.

As of June 30, 2003

As
Actual Adjusted

(unaudited)
(in thousands)

17



Edgar Filing: DOT HILL SYSTEMS CORP - Form 424B4

As of June 30, 2003

Cash, cash equivalents and short-term investments $ 30,677 $ 157,284
Debt:
Borrowings under credit lines $ 266 $ 266

Stockholders' equity:
Preferred stock, $0.001 par value, 10,000,000 shares authorized; no shares issued and
outstanding
Common stock, $0.001 par value, 100,000,000 shares authorized; 32,273,208 shares issued and
outstanding on an actual basis; 40,945,208 shares issued and outstanding on an as adjusted

basis 32 41
Additional paid-in capital 127,405 254,003
Accumulated deficit (102,482) (102,482)
Deferred compensation (38) (38)
Accumulated other comprehensive loss (511) (511)
Total stockholders' equity 24,406 151,013
Total capitalization $ 24,672 $ 151,279

The number of outstanding shares of our common stock as of June 30, 2003 excludes:

an aggregate of 6,766,938 shares of our common stock reserved for issuance under our equity incentive plans, of which
3,707,759 shares were subject to outstanding stock options as of June 30, 2003, at a weighted average exercise price of $3.91
per share; and

an aggregate of 2,065,316 shares of our common stock issuable upon exercise of outstanding warrants.

Including the shares of our common stock listed above as excluded shares, the number of outstanding shares of our common stock
calculated on a fully diluted basis as of June 30, 2003 was 38,046,283.
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DILUTION

As of June 30, 2003, our net tangible book value was $24.1 million or $0.75 per share. "Net tangible book value per common share" is
determined by dividing our net tangible book value (total tangible assets less total liabilities) by the number of shares of common stock
outstanding. After giving effect to the sale of 8,672,000 shares of our common stock in the offering at the public offering price of $15.50 per
share, and after deducting the underwriting discount and estimated expenses of the offering, our pro forma net tangible book value as of June 30,
2003, would have been approximately $150.7 million in the aggregate, or $3.68 per share. This represents an immediate increase in net tangible
book value of $2.93 per share to existing holders and immediate dilution of $11.82 per share to new investors purchasing shares of common
stock in the offering. The following table illustrates this per share dilution:

Public offering price per share $ 15.50
Net tangible book value per common share as of June 30, 2003 0.75
Increase attributable to new investors 2.93
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Pro forma net tangible book value per common share as of June 30, 2003, after
giving effect to the offering

Dilution per common share to new investors

$ 3.68

$ 11.82

"Dilution per common share to new investors" means the difference between the assumed public offering price per share of common stock
and the pro forma net tangible book value per common share as of June 30, 2003, after giving effect to the offering.
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