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[SBE letterhead]

January __, 2007

Dear Stockholder:

You are cordially invited to attend the Special Meeting of Stockholders of SBE, Inc. to be held on February __, 2007
at SBE’s offices located at 4000 Executive Parkway, Suite 200, San Ramon, California 94583. The meeting will begin
promptly at 8:00 a.m., Pacific Standard Time.

The items of business to be considered at the meeting are listed in the following Notice of Special Meeting and are
more fully addressed in the proxy statement included with this letter. The items you will be asked to approve at the
meeting relate to the proposed sale of our embedded business to One Stop Systems, Inc.

Our board of directors carefully considered the proposed sale of our embedded business and recommends that you
vote in favor of this transaction. Our management team is excited about the sale of our embedded business and
believes it is an essential step in maximizing value for our stockholders.

Whether or not you plan to attend the special meeting in person, it is important that your shares be
represented and voted at the meeting. Please date, sign, and return your proxy card promptly in the enclosed
envelope to ensure that your shares will be represented and voted at the special meeting, even if you cannot attend. If
you attend the special meeting, you may vote your shares in person even though you have previously signed and
returned your proxy.

On behalf of your board of directors, thank you for your investment in and continued support of SBE, Inc.

Sincerely,

/s/ Greg Yamamoto

Greg Yamamoto
Chief Executive Officer and President
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SBE, INC.

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS
To Be Held On February __, 2007

To the Stockholders of SBE, Inc.:

You are cordially invited to attend a Special Meeting of Stockholders of SBE, Inc., a Delaware corporation (the
“Company”). The meeting will be held on February __, 2007 at 8:00 a.m., local time, at SBE’s offices located at 4000
Executive Parkway, Suite 200, San Ramon, California 94583, for the following purposes: 

(1) To approve the sale of our embedded business pursuant to an asset purchase
agreement between us and One Stop Systems, Inc. pursuant to which One Stop would
acquire our embedded business for $2,200,000 in cash and assume our obligations under
the lease of our corporate headquarters building and certain equipment leases; and

(2) To transact such other business as may properly come before the meeting or any
adjournment thereof.

These items of business are more fully described in the Proxy Statement accompanying this Notice.

The record date for the Annual Meeting is January __, 2007. Only stockholders of record at the close of business on
that date may vote at the meeting or any adjournment thereof.

By Order of the Board of Directors,

/s/ David W. Brunton

David W. Brunton
Secretary

San Ramon, California
January __, 2007

YOU ARE CORDIALLY INVITED TO ATTEND THE SPECIAL MEETING IN PERSON. WHETHER OR
NOT YOU EXPECT TO ATTEND THE SPECIAL MEETING, PLEASE COMPLETE, SIGN AND DATE
THE ENCLOSED PROXY AND RETURN IT PROMPTLY IN THE ENCLOSED ENVELOPE, WHICH
DOES NOT REQUIRE ANY POSTAGE IF MAILED IN THE UNITED STATES, IN ORDER TO ENSURE
YOUR REPRESENTATION AT THE SPECIAL MEETING. EVEN IF YOU HAVE VOTED BY PROXY,
YOU MAY STILL VOTE IN PERSON IF YOU ATTEND THE MEETING. PLEASE NOTE, HOWEVER,
THAT IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER NOMINEE AND
YOU WISH TO VOTE AT THE MEETING, YOU MUST OBTAIN A PROXY ISSUED IN YOUR NAME
FROM THAT RECORD HOLDER IN ORDER TO VOTE IN PERSON.
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Except as otherwise specifically noted, “SBE,” “we,” “our,” “us” and similar words in this proxy statement refer to SBE, Inc.
and its subsidiaries. References to “One Stop” shall mean One Stop Systems, Inc.

FORWARD-LOOKING STATEMENTS

The information in this proxy statement contains forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
Statements that are not historical in nature, including statements about beliefs and expectations, are forward-looking
statements. Words such as “may,” “will,” “should,” “estimates,” “predicts,” “believes,” “anticipates,” “plans,” “expects,” “intends” and
similar expressions are intended to identify these forward-looking statements, but are not the exclusive means of
identifying such statements. Such statements are based on currently available operating, financial and competitive
information and are subject to various risks and uncertainties. You are cautioned that these forward-looking
statements reflect management's estimates only as of the date hereof, and we assume no obligation to update these
statements, even if new information becomes available or other events occur in the future. Actual future results, events
and trends may differ materially from those expressed in or implied by such statements depending on a variety of
factors, including, but not limited to those set forth under “Risk Factors” and elsewhere in this proxy statement.
Important factors that might cause or contribute to such a discrepancy include, but are not limited to:

•the timing and success of the proposed sale of our embedded business and any subsequent acquisition by us of a
larger operating business in a stock-for-stock merger or exchange transaction, which we refer to as a reverse merger,
or liquidation;

• the effect of the transaction on our market price;

• the factors discussed under “Risk Factors,” beginning on page ___; and

• other risks referenced from time to time in our filings with the Securities and Exchange Commission, or SEC.

WHERE YOU CAN FIND MORE INFORMATION

We are a reporting company and file annual, quarterly and special reports, proxy statements and other information
with the SEC. You may read and copy any reports, proxy statements or other information that we file at the SEC’s
public reference room at 100 F Street N.E., Room 1580, Washington, D.C., 20549. You can also request copies of
these documents by writing to the SEC and paying a fee for the copying costs. Please call the SEC at 1-800-SEC-0330
for more information about the operation of the public reference room. Our public filings with the SEC are also
available on the web site maintained by the SEC at http://www.sec.gov.

We have supplied all information in this proxy statement relating to SBE. One Stop has supplied all information in
this proxy statement relating to One Stop. Samuel Seidman & Co. has supplied the information regarding its fairness
opinion.
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SBE, INC.
4000 Executive Parkway, Suite 200

San Ramon, California 94583

PROXY STATEMENT
FOR THE SPECIAL MEETING OF STOCKHOLDERS

To Be Held On February __, 2007

The Special Meeting of Stockholders of SBE, Inc. will be held on February __, 2007, at 4000 Executive Parkway,
Suite 200, San Ramon, California 94583, beginning promptly at 8:00 a.m., local time. The enclosed proxy is solicited
by our board of directors. It is anticipated that this proxy statement and the accompanying proxy card will be first
mailed to holders of our common stock on or about January __, 2007.

QUESTIONS ABOUT THE SALE OF ASSETS

Why am I receiving this proxy statement and proxy card?

You are receiving a proxy statement and proxy card because you own shares of our common stock. This proxy
statement describes the issues on which we would like you, as a stockholder, to vote. It also gives you information on
these issues so that you can make an informed decision.

Who can vote at the special meeting?

Only stockholders of record at the close of business on January __, 2007 will be entitled to vote at the special meeting.
On this record date, there were _____ shares of common stock outstanding and entitled to vote.

Stockholder of Record: Shares Registered in Your Name

If on January __, 2007 your shares were registered directly in your name with our transfer agent, American Stock
Transfer & Trust, then you are a stockholder of record. As a stockholder of record, you may vote in person at the
meeting or vote by proxy. Whether or not you plan to attend the meeting, we urge you to fill out and return the
enclosed proxy card to ensure your vote is counted.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on January __, 2007 your shares were held, not in your name, but rather in an account at a brokerage firm, bank,
dealer, or other similar organization, then you are the beneficial owner of shares held in “street name” and these proxy
materials are being forwarded to you by that organization. The organization holding your account is considered to be
the stockholder of record for purposes of voting at the special meeting. As a beneficial owner, you have the right to
direct your broker or other agent on how to vote the shares in your account. You are also invited to attend the special
meeting. However, since you are not the stockholder of record, you may not vote your shares in person at the meeting
unless you request and obtain a valid proxy from your broker or other agent.

What am I voting on?

You are being asked to approve the sale of our embedded business pursuant to an asset purchase agreement between
us and One Stop Systems, Inc. pursuant to which One Stop would acquire our embedded business for $2,200,000 in
cash and assume our obligations under the lease of our corporate headquarters building and certain equipment leases.

How do I vote?
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For the matter to be voted on, you may vote “For” or “Against” or abstain from voting. The procedures for voting are
fairly simple:
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Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote in person at the special meeting or vote by proxy using the enclosed
proxy card. Whether or not you plan to attend the meeting, we urge you to vote by proxy to ensure your vote is
counted. You may still attend the meeting and vote in person if you have already voted by proxy.

• To vote in person, come to the special meeting and we will give you a ballot when you arrive.

•To vote using the proxy card, simply complete, sign and date the enclosed proxy card and return it promptly in the
envelope provided. If you return your signed proxy card to us before the special meeting, we will vote your shares as
you direct.

Beneficial Owner: Shares Registered in the Name of Broker or Bank

If you are a beneficial owner of shares registered in the name of your broker, bank, or other agent, you should have
received a proxy card and voting instructions with these proxy materials from that organization rather than from us.
Simply complete and mail the proxy card to ensure that your vote is counted. To vote in person at the special meeting,
you must obtain a valid proxy from your broker, bank, or other agent. Follow the instructions from your broker or
bank included with these proxy materials, or contact your broker or bank to request a proxy form.

How many votes do I have?

On each matter to be voted upon, you have one vote for each share of common stock you own as of January __, 2007.

How are votes counted?

Votes will be counted by the inspector of election appointed for the meeting, who will separately count “For” and
“Against” votes, abstentions and broker non-votes. Abstentions will be counted towards the vote total for the proposal
and will have the same effect as “Against” votes. Broker non-votes have no effect and will not be counted towards the
vote for the proposal.

If your shares are held by your broker as your nominee (that is, in “street name”), you will need to obtain a proxy form
from the institution that holds your shares and follow the instructions included on that form regarding how to instruct
your broker to vote your shares. If you do not give instructions to your broker, the shares will be treated as broker
non-votes.

What if I return a proxy card but do not make specific choices?

If you return a signed and dated proxy card without marking any voting selections, your shares will be treated as
broker non-votes and will have no effect.

Who is paying for this proxy solicitation?

We will pay for the entire cost of soliciting proxies. In addition to these mailed proxy materials, our directors and
employees may also solicit proxies in person, by telephone or by other means of communication. Directors and
employees will not be paid any additional compensation for soliciting proxies. We may also reimburse brokerage
firms, banks and other agents for the cost of forwarding proxy materials to beneficial owners.

What does it mean if I receive more than one proxy card?
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If you receive more than one proxy card, your shares are registered in more than one name or are registered in
different accounts. Please complete, sign and return each proxy card to ensure that all of your shares are voted.
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Can I change my vote after submitting my proxy?

Yes. You can revoke your proxy at any time before the final vote at the meeting. If you are the record holder of your
shares, you may revoke your proxy in any one of three ways:

• You may submit another properly completed proxy card with a later date;

•You may send a written notice that you are revoking your proxy to our Secretary at 4000 Executive Parkway, Suite
200, San Ramon, California 94583; or

•You may attend the special meeting and vote in person. However, simply attending the special meeting will not, by
itself, revoke your proxy.

If your shares are held by your broker or bank as a nominee or agent, you should follow the instructions provided by
your broker or bank.

When do you expect the asset sale to be completed?

We plan to complete the asset sale as soon as possible after the special meeting, subject to the satisfaction or waiver of
certain conditions to the asset sale, which are described in this proxy statement. We cannot predict when, or if, these
conditions will be satisfied or waived.

What risks should I consider in evaluating the asset sale?

You should consider the risks described under the heading “Risk Factors” beginning on page __.

How many votes are needed to approve the proposal?

To be approved, the proposal (to consider and vote on the proposed sale of assets) must receive a “For” vote from the
majority of our outstanding shares.

What is the quorum requirement?

A quorum is necessary to hold a valid meeting. A quorum will be present if a majority of the outstanding shares are
represented either by stockholders present at the meeting or by proxy. On the record date, there were _____ shares of
SBE common stock outstanding and entitled to vote. Thus, at least _____ shares must be represented either by
stockholders present at the meeting or by proxy in order to have a quorum.

Your shares will be counted towards the quorum only if you submit a valid proxy (or one is submitted on your behalf
by your broker, bank or other nominee) or if you vote in person at the meeting. Abstentions and broker non-votes will
be counted towards the quorum requirement. If there is no quorum, a majority of the votes present at the meeting may
adjourn the meeting to another date.

Does the board of directors recommend approval of the proposal at the special meeting?

Yes. After careful consideration, our board of directors recommends that our stockholders vote FOR the proposal.

Who can help answer my questions about the proposal?
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If you have additional questions about the proposal, you should contact David Brunton, our Secretary, at
(925) 355-2000.
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How can I find out the results of the voting at the special meeting?

Preliminary voting results may be announced at the special meeting. Final voting results will be published in our
quarterly report on Form 10-Q for the quarter in which the special meeting occurs.

-5-
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SUMMARY TERM SHEET
FOR THE SALE OF EMBEDDED BUSINESS

The following summary provides an overview of the proposed sale of our embedded business discussed in this proxy
statement. The summary also contains cross-references to the more detailed discussions elsewhere in the proxy
statement. This summary may not contain all of the information that is important to you. To understand the proposed
asset sale fully, and for a more complete description of the terms of the proposed asset sale, you should carefully read
this entire proxy statement and the attached annexes in their entirety.

The Companies (see page ___)

SBE

SBE, Inc., headquartered in San Ramon, California, designs and provides iSCSI-based storage networking solutions
for an extensive range of business critical applications, including Disk-to-Disk Back-up and Disaster Recovery. We
deliver an affordable, expandable, easy-to-use portfolio of software solutions designed to enable optimal performance
and rapid deployment across a wide range of next generation storage systems. We also manufacture and sell hardware
products, including wide area network and local area network network interface cards and central processor units to
original equipment manufacturers that embed our hardware products into their products for the telecommunications
markets. Our hardware products perform critical computing and input/output, or I/O, tasks in diverse markets such as
high-end enterprise level computing servers, Linux super-computing clusters, workstations, media gateways, routers
and Internet access devices. We refer to this hardware business in this proxy statement as our embedded business. Our
products are distributed worldwide through a direct sales force, distributors, independent manufacturers’
representatives and value-added resellers.

One Stop

One Stop Systems, Inc. is a manufacturer of industrial-grade computing systems and components, including a line of
Peripheral Component Interconnect, or PCI, Express-based products. One Stop’s PCI Express-based products increase
network bus speed up to 16 times faster than 64-bit PCI and 80 times faster than Gigabit Ethernet. One Stop offers
over 400 standard products, including its MAX Express product line, passive backplane, Virtual Machine
Environment and custom and proprietary bus structures. One Stop’s principal executive office is located at 2235
Enterprise Street, Suite 110, Escondido, California 92029.

Overview of the Transaction (see page ___)

We have entered into an asset purchase agreement with One Stop. Under the asset purchase agreement, One Stop
would acquire our embedded business for $2,200,000 in cash and assume our obligations under the lease of our
corporate headquarters building and certain equipment leases. The asset purchase agreement is attached to this proxy
statement as Annex A.

Recommendation of the Board of Directors (see page ___)

Our board of directors has determined that the asset sale is fair to, and in the best interests of, us and our stockholders
and recommends that our stockholders vote FOR the proposal to approve the sale of our embedded business to One
Stop.

To review the background and reasons for the asset sale in detail, see “Asset Sale — Reasons for the Asset Sale” beginning
on page ___.
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Opinion of Our Financial Advisor (see page ___)

In connection with the proposed asset sale, our board of directors received a written opinion from Samuel Seidman &
Co. as to the fairness of the consideration to be received by us, from a financial point of view and as of the date of the
opinion. The full text of Samuel Seidman & Co.’s written opinion is attached to this proxy statement as Annex B. You
are encouraged to read this opinion carefully in its entirety for a description of the assumptions made, matters
considered and limitations on the review undertaken.
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The Asset Sale (see page ___)

General

On January __, 2007, we entered into an Agreement for Purchase and Sale of Assets with One Stop, the asset purchase
agreement, pursuant to which we agreed to sell our embedded business to One Stop for $2,200,000 in cash plus One
Stop’s assumption of the lease of our corporate headquarters building and certain equipment leases.

Terms of the Asset Purchase Agreement

The asset purchase agreement is attached to this proxy statement as Annex A. We encourage you to read the asset
purchase agreement carefully. Our board of directors has approved the asset purchase agreement, and it is the binding
legal agreement that governs the terms of the asset sale.

Conditions Precedent

One Stop’s obligation to complete the asset sale depends on the satisfaction or waiver of a number of conditions,
including conditions relating to:

• accuracy of our representations on and as of the closing;

• our performance, satisfaction and compliance with all covenants, agreements and closing conditions;

• no material adverse change will have occurred with respect to the embedded business;

•receipt of an officer’s certificate executed by our chief executive officer certifying that all closing conditions have
been fulfilled;

• absence of litigation pertaining to the sale of the embedded business;

• our receipt of stockholder approval of the transaction; and

• payment of certain outstanding accounts payable attributable to our embedded business.

In addition, our obligation to complete the asset sale is subject to satisfaction or waiver of certain additional
conditions, including conditions relating to:

• accuracy of One Stop’s representations on and as of the closing;

•One Stop’s performance, satisfaction and compliance with all covenants, agreements and closing conditions; and

• absence of litigation pertaining to the transaction.

Termination

The asset purchase agreement may be terminated under the following circumstances:

• by mutual written consent of the parties, duly authorized by their respective boards;
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•the closing has not occurred on or before April 30, 2007, unless the party terminating in this circumstance is at fault
for the delay in closing;

• any proceeding is pending against either party that could prevent performance of the asset sale; or

• any governmental entity has issued an order, the effect of which is to prohibit the asset sale.

Restriction on Competition

We have agreed that for four years following the closing of the asset sale, we will not directly or indirectly engage in
the embedded business or have any interest in (whether as an employee, officer, director, agent, security holder,
creditor, consultant, or otherwise), any entity engaged in the embedded business.

Indemnification

Each party has agreed to indemnify the other party for damages arising for any breach of any of the representations or
warranties or covenants or obligations in the asset purchase agreement. In addition, we have agreed to indemnify One
Stop for any liabilities attributable to operation of the embedded business prior to the closing. All representations,
warranties and covenants expire on the first anniversary of the closing. Our liability for indemnification claims made
by One Stop pursuant to the asset purchase agreement is capped at $2,200,000 in the aggregate.

Regulatory Approvals

We are not aware of any federal or state regulatory requirements that must be complied with or approvals that must be
obtained to consummate the asset sale other than the filing of this proxy statement with the SEC. If any additional
approvals or filings are required, we will use our commercially reasonable efforts to obtain those approvals and make
any required filings before completing the transactions.

Dissenters’ Rights

Our stockholders are not entitled to exercise dissenters’ rights in connection with the asset sale.

Transactions Following the Asset Sale

The assets we propose to sell to One Stop comprise all of our embedded business. After the closing of such sale, we
expect our only remaining assets will be cash, accounts receivable, fixed assets and the storage software business we
acquired in connection with our acquisition of PyX Technologies, Inc. in 2005. SBE’s board of directors is currently
evaluating a variety of strategic alternatives that it believes may maximize stockholder value, including: the
acquisition of another business, including a business much larger than SBE in a “reverse merger” transaction; continued
operation, sale or discontinuation of our software business; and liquidation.

-8-
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RISK FACTORS

You should consider carefully the following risk factors as well as other information in this proxy statement and the
documents incorporated by reference herein or therein, including our annual report on Form 10-K for the year ended
October 31, 2005 and our quarterly reports on Form 10-Q for the quarters ended January 31, 2006, April 30, 2006
and July 31, 2006, in voting on the proposal relating to the asset sale. If any of the following risks actually occur, our
business, operating results and financial condition could be adversely affected. This could cause the market price of
our common stock to decline, and you may lose all or part of your investment.

Risk Relating to the Transaction

If we are unable to complete the asset sale, our business will be adversely affected.

If the asset sale is not completed, our business and the market price of our stock will be adversely affected. We
currently anticipate that our available cash balances, available borrowings and cash generated from operations will be
sufficient to fund our operations only through May 2007. If we are unable to complete the asset sale, we may be
unable to find another buyer for our embedded business or another way to grow our business. Costs related to the
transaction, such as legal, accounting and financial advisor fees, must be paid even if the transaction is not completed.
In addition, even if we have sufficient funds to continue to operate our business but the transaction are not completed,
the current market price of our common stock may decline.

We may be unable to complete other strategic transactions following the asset sale.

After the closing of the proposed asset sale, we expect our only remaining assets will be cash, accounts receivable,
fixed assets and the storage software business we acquired in connection with our acquisition of PyX Technologies,
Inc. in 2005. SBE’s board of directors is currently evaluating a variety of strategic alternatives that it believes may
maximize stockholder value, including: the acquisition of another business, including a business much larger than
SBE in a “reverse merger” transaction; continued operation, sale or discontinuation of our software business; and
liquidation. We do not currently have any signed agreement for any sale of our software business or acquisition
transaction, nor do we believe that we can continue to operate our software business without additional financing. We
may be unable to reach agreement on any such transactions on commercially acceptable terms or at all. The failure to
effect any such transactions would likely result in SBE’s liquidation.

If we determine that it is necessary to liquidate following the asset sale, no cash may be available for distribution to
our stockholders after satisfaction of our liabilities.

If we determine that it is necessary to liquidate following the asset sale, we may not have sufficient cash available to
make a distribution to our stockholders after we satisfy our liabilities. Under Delaware law, liquidation of a company
occurs three years following stockholder approval of a plan of dissolution. As a result, even if we have a sufficient
amount of cash remaining following satisfaction of our liabilities to allow us to make a distribution to our
stockholders, it may be three years before our stockholders receive distributions.

If One Stop defaults on the assumed building and equipment leases, we will be obligated, as guarantor of such
leases, to make the lease payments.

One Stop is assuming our headquarters building lease and engineering equipment lease and is obligated to make
regularly scheduled lease payments through September 2010. If One Stop defaults on the leases at any time prior to
the lease termination dates, we, as the guarantor of such leases, will be obligated to make the lease payments. We may
have insufficient funds and be unable to meet the lease obligations.
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We may be obligated to indemnify One Stop pursuant to the asset purchase agreement.

We have agreed to indemnify One Stop for any damages suffered by One Stop arising for any breach of any of the
representations or warranties or covenants or obligations we have made in the asset purchase agreement. In addition,
we have agreed to indemnify One Stop for any liabilities attributable to operation of the embedded business prior to
the closing. The terms of our indemnification obligations are described elsewhere in this proxy statement. In the event
we are required to indemnify One Stop, SBE’s financial condition may be materially adversely affected and any value
obtainable for SBE’s stockholders in connection with an acquisition of another business, a sale of our software
business or liquidation may decrease.
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THE COMPANIES

SBE

We design and provide iSCSI-based storage networking solutions for an extensive range of business critical
applications, including Disk-to-Disk Back-up and Disaster Recovery. We deliver an affordable, expandable, and
easy-to-use portfolio of software solutions designed to enable optimal performance and rapid deployment across a
wide range of next generation storage systems We also design, manufacture and sell hardware products, including
wide area network and local area network interface cards and central processor units, to original equipment
manufacturers that embed our hardware products into their products for the telecommunications markets. Embedded
networking technology is hardware or software that serves as a component within a larger networking or storage
device or system, such as a Gigabit Ethernet or a T-1/T-3 input/output network interface card, that plugs into an
expansion slot in a high-end computer or storage system. Our embedded hardware products perform critical
computing and I/O tasks in diverse markets such as high-end enterprise level computing servers, Linux
super-computing clusters, workstations, media gateways, routers and Internet access devices.

We were incorporated in 1961 as Linear Systems, Inc. In 1976, we completed our initial public offering. In July 2000,
we acquired LAN Media Corporation, a privately held company, to complement and grow our WAN adapter product
line from both a hardware and software perspective. In August 2003, we acquired the products and technologies of
Antares Microsystems to increase the functionality of our PCI product line. In 2005, we acquired PyX Technologies,
Inc., a company engaged in the development implementation and sale of Internet Small Computer System Interface
software.

The assets we propose to sell to One Stop comprise all of our embedded business. After the closing of such sale, we
expect our only remaining assets will be cash, accounts receivable, fixed assets and the storage software business we
acquired in connection with our acquisition of PyX Technologies, Inc. in 2005. SBE’s board of directors is currently
evaluating a variety of strategic alternatives that it believes may maximize stockholder value, including: the
acquisition of another business, including a business much larger than SBE in a “reverse merger” transaction; continued
operation, sale or discontinuation of our software business; and liquidation.

One Stop

One Stop Systems, Inc. is a manufacturer of industrial-grade computing systems and components, including a line of
PCI Express-based products. One Stop’s PCI Express-based products increase network bus speed up to 16 times faster
than 64-bit PCI and 80 times faster than Gigabit Ethernet. One Stop offers over 400 standard products, including its
MAX Express product line, passive backplane, Virtual Machine Environment and custom and proprietary bus
structures. One Stop’s principal executive office is located at 2235 Enterprise Street, Suite 110, Escondido, California
92029.
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THE ASSET SALE

Background of the Asset Sale

On August 21, 2006, our board of directors held a regular meeting and discussed the strategic direction of SBE. The
board authorized our management to retain investment banking advisors to seek alternative measures to increase
stockholder value.

On September 8, 2006, we engaged Stratpoint Consulting LLC to assist us with the sale of our embedded business.

On September 21, 2006, our board of directors held a special meeting to discuss the strategic future of SBE, including
the possible disposition of all of our assets. At that meeting, our board of directors authorized management to enter
into discussions and negotiate term sheets for the disposition of all or a portion of our assets, subject to final approval
of the term sheet by the board of directors.

On September 28, 2006, we met with Stratpoint Consulting LLC and finalized a list of 22 prospective companies to
contact regarding the potential purchase of our embedded business.

During the week of October 2, 2006, Stratpoint Consulting LLC mailed inquiry letters to the list of prospective
companies.

From October 4, 2006 through October 24, 2006, we entered into nondisclosure agreements with six companies that
expressed an interest in purchasing our embedded business and sent informational sales packages to each of the
companies.

On October 10, 2006, John Reardon, a member of our board of directors and a member of One Stop’s board of
directors, introduced our Chief Financial Officer, David Brunton, to One Stop’s Chief Executive Officer, Steve
Cooper, to discuss the potential acquisition of our embedded business by One Stop.

On October 12, 2006, our board of directors formed a Strategic Transaction Committee comprised of our independent
board members to review and approve all strategic alternatives presented to the board for approval. Mr. Reardon
recused himself from all One Stop and SBE board discussions relating to the potential acquisition of our embedded
business by One Stop.

We entered into a nondisclosure agreement with One Stop on October 24, 2006.

From October 24, 2006 through November 10, 2006, we continued to have discussions with two of the companies that
received the informational sales packages related to the sale of our embedded business. The other four potential
bidders declined to continue discussions.

During the period from August 2006 through the execution of the asset purchase agreement with One Stop, our Chief
Executive Officer provided our board of directors with frequent status updates on the potential divestiture of the
embedded business.

On November 10, 2006, we had discussions with the two final purchaser candidates and considered purchase offers
submitted by both entities before accepting the superior offer from One Stop.

On November 10, 2006, we signed a non-binding term sheet with One Stop pertaining to the proposed sale of our
embedded business.
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On November 13, 2006, our board of directors met to approve the term sheet and instructed our management to move
forward with the asset sale.
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From November 13, 2006 through December 31, 2006, One Stop performed a due diligence investigation of our
embedded business.

On December 6, 2006, we received the initial draft of the asset purchase agreement from One Stop and its counsel.

During December 2006 through January 8, 2007, negotiations continued on the asset purchase agreement.

On December 13, 2006, we retained Samuel Seidman & Co., Inc. to analyze the sale of our embedded business to One
Stop and to determine the fairness of the proposed transaction, from a financial point of view, to our stockholders.

On January 9, 2007, at a meeting of our board of directors, Samuel Seidman & Co. delivered its oral opinion to our
board of directors that the consideration to be received by SBE in the proposed asset sale is fair, from a financial point
of view, to SBE’s stockholders. Thereafter, the board of directors, together with management and SBE’s outside
counsel, engaged in a full discussion of the proposed transaction. After such discussion, the board of directors
determined that the transaction was advisable and in the best interests of SBE and its stockholders, determined to
recommend to SBE’s stockholders that they approve the proposed transaction, and authorized SBE management to
execute the asset purchase agreement in the form in which it was presented to the board of directors.

On January 11, 2007, we and One Stop signed the asset purchase agreement. On the same day, we announced via
press release the execution of the agreement and filed a corresponding Form 8-K with the Securities and Exchange
Commission.

Reasons for the Asset Sale

In reaching its decision to approve the asset sale and to recommend approval of the asset purchase agreement by our
stockholders, our board of directors consulted with our management team and advisors.

Prior to approving the asset sale, our board of directors considered various alternative ways to maximize stockholder
value. After such consideration, our board of directors concluded that the asset sale presented the best course of action
for us at this time.

The material factors considered by our board of directors in making its determination to pursue the asset sale included
the following:

1. the amount and form of the consideration to be paid in the transaction;

2.the belief that, after conducting an extensive review of our financial condition, results of operations and business
and earning prospects, the sale of the embedded business was likely to create greater value for our stockholders as
compared to pursuing our existing course of business or an alternative business strategy; and

3.the extensive process conducted by our management in seeking potential buyers and the belief that the alternatives
to the proposed transaction were not reasonably likely to provide equal or greater value to us and our stockholders.

Recommendation of Our Board of Directors

At its meeting held on January 9, 2007, our board of directors (1) determined that the asset sale and the asset purchase
agreement are fair to and in the best interests of SBE and our stockholders and (2) determined to recommend that our
stockholders approve the proposal related to the transaction. Accordingly, our board of directors recommends that our
stockholders vote FOR the asset sale and the asset purchase agreement.
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In connection with the foregoing actions, our board of directors consulted with our management team, as well as our
financial advisor and legal counsel, and considered the following material factors:

1. all the reasons described above under “Reasons for the Asset Sale”;

2.the judgment, advice and analyses of our senior management, including their favorable recommendation of the
asset sale;

3. alternatives to the asset sale;

4.the presentations by and discussions with our senior management and representatives of our counsel and financial
advisor regarding the terms and conditions of the asset purchase;

5.the presentations by and discussions with our senior management and representatives of our counsel regarding the
terms and conditions of the asset purchase agreement and the asset sale; and

6.that while the asset sale is likely to be completed, there are risks associated with completing the transactions and, as
a result of conditions to the completion of the transactions, it is possible that the transactions may not be completed
even if approved by our stockholders.

Our board of directors did not find it useful to, and did not attempt to, quantify, rank or otherwise assign relative
weights to these factors. Our board of directors relied on the analysis, experience, expertise and recommendation of
our management team with respect to each of the transactions and relied on Samuel Seidman & Co., our financial
advisor, for analyses of the financial terms of the asset sale. See “Opinion of Our Financial Advisor” on page ___.

In addition, our board of directors did not undertake to make any specific determination as to whether any particular
factor, or any aspect of any particular factor, was favorable or unfavorable to its ultimate determination, but rather our
board of directors conducted an overall analysis of the factors described above, including discussions with our
management team and legal, financial and accounting advisors. In considering the factors described above, individual
members of our board of directors may have given different weight to different factors.

Opinion of Our Financial Advisor

In connection with the proposed asset sale, our board of directors received a written opinion from Samuel Seidman &
Co. as to the fairness of the consideration to be received by us, from a financial point of view and as of the date of the
opinion. The full text of Samuel Seidman & Co.’s written opinion is attached to this proxy statement as Annex B. You
are encouraged to read this opinion carefully in its entirety for a description of the assumptions made, matters
considered and limitations on the review undertaken.
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PROPOSAL

APPROVAL OF THE SALE OF SBE’S EMBEDDED BUSINESS

General

On January 11, 2007, we entered into an asset purchase agreement with One Stop, pursuant to which we agreed to sell
our embedded business to One Stop for $2,200,000 in cash plus One Stop’s assumption of the lease of our corporate
headquarters building and certain equipment leases.

The asset purchase agreement is attached to this proxy statement as Annex A. You should read the asset purchase
agreement carefully. It is the agreement that governs the terms of the asset sale. The following information
summarizes the terms of the asset purchase agreement.

Effective Time of the Asset Sale

The asset purchase agreement provides that the closing of the asset sale will take place as soon as practicable after the
conditions to closing set forth in the asset purchase agreement are fulfilled. Completion of the asset sale could be
delayed if there is a delay in satisfying the closing conditions to the asset sale. There can be no assurances as to
whether, and on what date, the conditions will be satisfied or that the asset sale will be completed at all. If the asset
sale is not completed on or before April 30, 2007, either we or One Stop may terminate the asset purchase agreement,
except that a party cannot terminate the agreement if that party’s failure to fulfill any of its obligations under the asset
purchase agreement was the cause of the asset sale not being completed by that date.

Representations and Warranties

The asset purchase agreement contains representations and warranties made by us to One Stop and by One Stop to us
for purposes of allocating the risks associated with the asset sale. Our representations and warranties to One Stop in
the asset purchase agreement include, among other things:

• our organization, qualification and good standing;

• the accuracy of our financial statements;

• the absence of certain changes since July 31, 2006;

• our debts, obligations and liabilities;

•the assets of our business, including our real property, inventory, tangible personal property, accounts receivable,
intellectual property and other intangible property;

• title to and sufficiency of our assets;

• our customers and sales;

• our employment contracts and benefits;

• insurance policies;

• our compliance with laws and regulations;
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• litigation;

• necessary authority and consents;
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• conflicts of interest with our customers, suppliers or competitors; and

• personnel.

One Stop’s representations and warranties to us include, among other things:

• organization, qualification and good standing;

• necessary authority and consents; and

• ability to pay the purchase price.

Certain Covenants

The asset purchase agreement provides that we must meet certain obligations with respect to our embedded business
prior to the closing of the asset sale:

• provide One Stop with access to all of our records and documents;

•conduct our embedded business in the ordinary course and in substantially the same manner as conducted prior to the
asset purchase agreement;

• preserve our business and relationships;

• maintain our existing insurance;

• not make changes in compensation or benefits of our employees, sales agents or representatives;

•not enter into new contracts (i) not in the ordinary course or consistent with past practices, (ii) in the ordinary course
for an amount in excess of $50,000, (iii) for the lease of capital equipment or property with annual lease charges in
excess of $10,000 or (iv) for the sale of any capital assets with a net book value in excess of $10,000;

• not modify or terminate any of our existing contracts or agreements;

• obtain the written consent of certain third parties;

• upon request, deliver to One Stop a description of our trade secrets, processes or business procedures;

• obtain written approval of our board of directors for the asset sale; and

• comply with our confidentiality obligations.

The asset purchase agreement provides that One Stop must meet certain obligations prior to the closing of the asset
sale:

• comply with its confidentiality obligations;

• cooperate in our efforts to obtain the consents of certain third parties;

• furnish a resale certificate to comply with California sales and use tax laws; and
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• obtain written approval of its board of directors for the purchase of assets.
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Conditions Precedent

One Stop’s obligation to complete the asset sale depends on the satisfaction or waiver of a number of conditions,
including conditions relating to:

• accuracy of our representations on and as of the closing;

• our performance, satisfaction and compliance with all covenants, agreements and closing conditions;

• no material adverse change will have occurred with respect to the embedded business;

•receipt of an officer’s certificate executed by our chief executive officer certifying that all closing conditions have
been fulfilled;

• absence of litigation pertaining to the sale of the embedded business;

• our receipt of stockholder approval of the transaction; and

• payment of certain outstanding accounts payable attributable to the embedded business.

In addition, our obligation to complete the asset sale is subject to satisfaction or waiver of certain additional
conditions, including conditions relating to: 

• accuracy of One Stop’s representations on and as of the closing;

•One Stop’s performance, satisfaction and compliance with all covenants, agreements and closing conditions; and

• absence of litigation pertaining to the transaction.
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