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CAUTIONARY STATEMENT
CONCERNING FORWARD-LOOKING STATEMENTS
This report and the documents incorporated by reference in this report contain some “forward-looking statements”
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of
1934. Forward-looking statements concern possible or assumed future events, results and business outcomes. These
statements often include words such as “believe,” “expect,” “anticipate,” “intend,” “plan,” “estimate,” “seek,” “will,” “may,” “project” or
similar expressions. These statements are based on assumptions that we have made in light of our experience in the
industry, as well as our perceptions of historical trends, current conditions, expected future developments and other
factors we believe are appropriate under the circumstances.
As you read and consider this report, you should not place undue reliance on any forward-looking statements. You
should understand that these statements involve substantial risk and uncertainty and are not guarantees of future
performance or results. They depend on many factors that are discussed further under Item 1A (Risk Factors) below,
including:

•successful commercialization by organic light emitting diode (OLED) manufacturers of products incorporating ourOLED technologies and materials and their continued willingness to utilize our OLED technologies and materials;
•our ability to form and continue strategic relationships with manufacturers of OLED products;

•the payments that we expect to receive under our existing contracts with OLED manufacturers and the terms ofcontracts that we expect to enter into with OLED manufacturers in the future;

•the adequacy of protections afforded to us by the patents that we own or license and the cost to us of maintaining,enforcing and defending those patents;

•our ability to obtain, expand and maintain patent protection in the future, and to protect our non-patented intellectualproperty;

•our exposure to and ability to defend third-party claims and challenges to our patents and other intellectual propertyrights;

•our ability to maintain and improve our competitive position following the expiration of our fundamentalphosphorescent organic light-emitting diode (PHOLED) patents;

•the potential commercial applications of and future demand for our OLED technologies and materials, and of OLEDproducts in general;

• the comparative advantages and disadvantages of our OLED technologies and materials versus competing
technologies and materials currently on the market;

•the nature and potential advantages of any competing technologies that may be developed in the future;

•the outcomes of our ongoing and future research and development activities, and those of others, relating to OLEDtechnologies and materials;
•our ability to access future OLED technology developments of our academic and commercial research partners;
•our ability to acquire and supply OLED materials at cost competitive pricing;
•our ability to compete against third parties with resources greater than ours;
•our future capital requirements and our ability to obtain additional financing if and when needed;

•our future OLED technology licensing and OLED material revenues and results of operations, including supply anddemand for our OLED materials; and
•general economic and market conditions.
Changes or developments in any of these areas could affect our financial results or results of operations and could
cause actual results to differ materially from those contemplated by any forward-looking statements.
All forward-looking statements speak only as of the date of this report or the documents incorporated by reference, as
the case may be. We do not undertake any duty to update, correct, modify, or supplement any of these
forward-looking statements to reflect events or circumstances after the date of this report or to reflect the occurrence
of unanticipated events.
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PART I
ITEM 1. BUSINESS
Our Company
We are a leader in the research, development and commercialization of organic light emitting diode, or OLED,
technologies and materials. OLEDs are thin, lightweight and power-efficient solid-state devices that emit light,
making them highly suitable for use in full-color displays and as lighting products. OLED displays are capturing a
growing share of the flat panel display market. We believe that this is because OLEDs offer potential advantages over
competing display technologies with respect to power efficiency, contrast ratio, viewing angle, video response time,
form factor and manufacturing cost. We also believe that OLED lighting products have the potential to replace many
existing light sources in the future because of their high power efficiency, excellent color rendering index, low
operating temperature and novel form factor. Our technology leadership and intellectual property position should
enable us to share in the revenues from OLED displays and lighting products as they enter mainstream consumer and
other markets.
Our primary business strategy is to (1) further develop and license our proprietary OLED technologies to
manufacturers of products for display applications, such as cell phones, portable media devices, tablets, laptop
computers and televisions, and specialty and general lighting products; and (2) develop new OLED materials and sell
the materials to those product manufacturers. Through our internal research and development efforts, our relationships
with world-class partners such as Princeton University (Princeton), the University of Southern California (USC), the
University of Michigan (Michigan) and PPG Industries, Inc. (PPG Industries), and acquisitions of patents and patent
applications, we have established a significant portfolio of proprietary OLED technologies and materials. We
currently own, exclusively license or have the sole right to sublicense more than 3,000 patents issued and pending
worldwide.
We sell our proprietary OLED materials to customers for evaluation and use in commercial OLED products. We also
enter into agreements with manufacturers of OLED display and lighting products under which we grant them licenses
to practice under our patents and to use our proprietary know-how. At the same time, we work with these and other
companies who are evaluating our OLED technologies and materials for possible use in commercial OLED display
and lighting products.
Market Overview
The Flat Panel Display Market
Flat panel displays are essential for a wide variety of portable consumer electronics products, such as cell phones,
portable media devices, digital cameras, tablets and laptop computers. Due to their narrow profile and light weight,
flat panel displays have also become the display of choice for larger product applications, such as computer monitors
and televisions.
Liquid crystal displays, or LCDs, continue to dominate the flat panel display market. However, we believe that OLED
displays are an attractive alternative to LCDs because they offer a number of potential advantages, including:
•higher power efficiencies, thereby reducing energy consumption;
•a thinner profile and lighter weight;
•higher contrast ratios, leading to sharper picture images and graphics;
•wider viewing angles;
•deposition on non-rigid substrates which enables conformable and flexible displays;
•faster response times for video; and

• lower cost manufacturing methods and
materials.

Based on these characteristics, product manufacturers have adopted small-area OLED displays for use in portable
electronic devices, such as smartphones and tablets. Manufacturers are also working to commercialize OLED displays
for use in larger applications, such as computer monitors and televisions. We believe that if these efforts are
successful, they could result in sizeable markets for OLED displays.
In addition, due to the inherent transparency of organic materials and through the use of transparent electrode
technology, OLEDs eventually may enable the production of transparent displays for use in products such as
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automotive windshields and windows with embedded displays. Organic materials also make technically possible the
development of flexible displays for use in an entirely new set of product applications. Such applications include
display devices that can be conformed to certain shapes for wearable, industrial and ruggedized applications.
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The Solid-State Lighting Market
Traditional incandescent light bulbs are inefficient because they convert only about 5% of the energy they consume
into visible light, with the rest emerging as heat. Fluorescent lamps use excited gases, or plasmas, to achieve a higher
energy conversion efficiency of about 20%. However, the color rendering index, or CRI, of most fluorescent lamps – in
other words, the quality of their color compared to an ideal light source – is inferior to that of an incandescent
bulb. Fluorescent lamps also pose environmental concerns because they typically contain mercury.
Solid-state lighting relies on the direct conversion of electricity to visible light using semiconductor materials. By
avoiding the heat and plasma-producing processes of incandescent bulbs and fluorescent lamps, solid-state lighting
products can have substantially higher energy conversion efficiencies.
There are currently two basic types of solid-state lighting devices: inorganic light emitting diodes, or LEDs, and
OLEDs. Current LEDs are very small in size (about one square millimeter) and are extremely bright. Having been
developed about 25 years before OLEDs, they are already employed in a variety of lighting products, such as traffic
lights, billboards, replacements for incandescent lighting, backlights for computer monitors and televisions, and as
border or accent lighting. However, the high operating temperatures and intense brightness of LEDs may make them
less desirable for many general illumination and diffuse lighting applications.
OLEDs, on the other hand, are larger in size and can be viewed directly, without using diffusers that are required to
temper the intense brightness of LEDs. OLEDs can be added to any suitable surface, including glass, plastic or metal
foil, and could be cost-effective to manufacture in high volume. Given these characteristics, product manufacturers are
working to develop OLEDs for diffuse specialty lighting applications and ultimately general illumination. If these
efforts are successful, we believe that OLED lighting products could begin to be used for applications currently
addressed by incandescent bulbs and fluorescent lamps, as well as for new applications that take advantage of the
OLED form factor.
Our Competitive Strengths
We believe our position as one of the leading technology developers in the OLED industry is the direct result of our
technological innovation. We have built an extensive intellectual property portfolio around our OLED technologies
and materials, and are working diligently to enable our manufacturing partners to adopt our OLED technologies and
materials for expanding commercial usage. Our key competitive strengths include:
Technology Leadership
We are a recognized technology leader in the OLED industry. Along with our research partners, we have pioneered
the development of our UniversalPHOLED® phosphorescent OLED technologies, which can be used to produce
OLEDs that are up to four times as efficient as traditional fluorescent OLEDs and significantly more efficient than
current LCDs, which are illuminated using backlights. We believe that our phosphorescent OLED technologies and
materials are well-suited for industry usage in the commercial production of OLED displays and lighting products.
Through our relationships with companies such as PPG Industries and our academic partners, we have also developed
other important OLED technologies, as well as novel OLED materials that we believe will facilitate the adoption of
our various OLED technologies by product manufacturers.
Broad Portfolio of Intellectual Property
We believe that our extensive portfolio of patents, trade secrets and non-patented know-how provides us with a
competitive advantage in the OLED industry. Through our internal development efforts, acquisitions, and our
relationships with world-class partners such as Princeton, USC, Michigan and PPG Industries, we own, exclusively
license or have the sole right to sublicense more than 3,000 patents issued and pending worldwide. In 2011, we
purchased 74 issued U.S. patents from Motorola Solutions, Inc. (f/k/a Motorola, Inc.) (Motorola), together with
foreign counterparts in various countries, which patents we had previously licensed from Motorola, and in 2012, we
acquired the entire worldwide patent portfolio of more than 1,200 OLED patents and patent applications of Fujifilm
Corporation (Fujifilm) for a total cost of $109.1 million. We also continue to accumulate valuable non-patented
technical know-how relating to our OLED technologies and materials.
Focus on Licensing Our OLED Technologies
We are focused on licensing our proprietary OLED technologies to product manufacturers on a non-exclusive basis.
Our current business model does not involve the direct manufacture or sale of OLED display or lighting products.
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Instead, we seek license fees and royalties from OLED product manufacturers based on their sales of licensed
products. We believe this business model allows us to concentrate on our core strengths of technology development
and innovation, while at the same time providing significant operating leverage. We also believe that this approach
may reduce potential competitive conflicts between us and our customers.
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Licenses with Key Product Manufacturers
We have licensed our OLED technologies and patents to several manufacturers for use in commercial products. In
July 2012, Samsung Mobile Display Co. Ltd. (SMD) merged with Samsung Display Co., Ltd. (SDC). Following the
merger, all agreements between us and SMD were assigned to SDC, and SDC is obligated to honor all pre-existing
agreements made between us and SMD. In 2011, we entered into a new license agreement with SDC for its
manufacture of active matrix OLED (AMOLED) display products, which agreement superseded our prior license
agreement with SDC. We also have license agreements with Lumiotec, Inc. (Lumiotec), Pioneer Corporation
(Pioneer) and Kaneka Corporation (Kaneka) for the manufacture of OLED lighting products, as well as a collaborative
arrangement with Moser Baer Technologies, Inc. (Moser Baer) to support its development and manufacture of OLED
lighting products. Additionally, we have license agreements with Showa Denko K.K. (Showa Denko) for its
manufacture of OLED lighting products by solution processing methods (2009), Konica Minolta Holdings, Inc.
(Konica Minolta) for its manufacture of OLED lighting products (2008) and DuPont Displays for its manufacture of
solution-processed OLED display products using proprietary OLED materials obtained through us (2002).
Leading Supplier of UniversalPHOLED Emitter Materials
We are the leading supplier of phosphorescent emitter materials to OLED product manufacturers. The emitter
material, which is designed to efficiently convert electrical energy to a desired wavelength of light, is the key
component in an OLED device. PPG Industries currently manufactures our proprietary emitter materials for us, which
we then qualify and resell to OLED product manufacturers. We record revenues based on our sales of these materials
to OLED product manufacturers. This allows us to maintain close technical and business relationships with the OLED
product manufacturers purchasing our proprietary materials, which in turn further supports our technology licensing
business.
Complementary UniversalPHOLED Host Material Business
We supply certain of our proprietary phosphorescent host materials to OLED product manufacturers. In one design,
the emitter material is disbursed into a host material, with the resulting mixture consisting of predominantly host
material. PPG Industries also currently is responsible for the manufacture of our proprietary host materials for us,
which we then qualify and resell to our customers. We believe that host material sales can be complementary to our
phosphorescent emitter material sales business; however, our OLED product manufacturing customers are not
required to purchase our host materials in order to utilize our phosphorescent emitter materials. In addition, the host
material business is more competitive than the phosphorescent emitter material sales business. This means our
long-term prospects for host material sales are uncertain.
Established Material Supply Relationships
We have established relationships with well-known manufacturers that are using, or are evaluating, our OLED
materials for use in commercial products. In 2013, SDC, LG Display Co., Ltd. (LG Display), Tohoku Pioneer
Corporation (Tohoku Pioneer) and Konica Minolta purchased our proprietary OLED materials for use in commercial
OLED display and lighting products. We continue to work with many product manufacturers that are evaluating our
OLED materials and technologies for use in commercial OLED displays and lighting products, including AU
Optronics Corporation (AU Optronics), Innolux Corporation (Innolux) (formerly Chimei Innolux Corporation (CMI)),
BOE Technology Group Co., Ltd. (BOE), Kaneka, Philips Technologic GmbH (Philips) and Sony Corporation
(Sony).
U.S. Government Program Support
We perform work under research and development contracts with U.S. government agencies, such as the U.S.
Department of the Army and the U.S. Department of Energy. Under these contracts, the U.S. Government funds a
portion of our efforts to develop next-generation OLED technologies for applications such as flexible displays and
solid-state lighting. This enables us to supplement our internal research and development budget with additional
funding. As OLED technology continues to prosper in the marketplace, U.S. Government funding will likely decline.
Experienced Management and Scientific Advisory Team
Our management team has significant experience in developing business models focused on licensing disruptive
technologies in high growth industries. In addition, our management team has assembled a Scientific Advisory Board
that includes some of the leading researchers in the OLED industry, such as Professor Stephen R. Forrest of Michigan
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(formerly of Princeton) and Professor Mark E. Thompson of USC.
Our Business Strategy
Our current business strategy is to promote and continue to expand our portfolio of OLED technologies and materials
for widespread use in OLED displays and lighting products. We generate revenues primarily by licensing our OLED
technologies and selling our proprietary OLED materials to display and lighting product manufacturers. We are
presently focused on the following steps to implement our business strategy:
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Target Leading Product Manufacturers
We are targeting leading manufacturers of flat panel displays and lighting products as potential commercial licensees
of our OLED technologies and purchasers of our OLED materials. We also supply our proprietary OLED materials to
manufacturers of OLED displays and lighting products for evaluation and for use in product development and for
pre-commercial activities, and we provide technical assistance and support to these manufacturers. We concentrate on
working closely with OLED product manufacturers because we believe that the successful incorporation of our
technologies and materials into commercial products is critical to their widespread adoption.
Enhance Our Existing Portfolio of PHOLED Technologies and Materials
We believe that a strong portfolio of proprietary OLED technologies and materials for both displays and lighting
products is critical to our success. Consequently, we are continually seeking to expand this portfolio through our
internal development efforts, our collaborative relationships with academic and other research partners, and other
strategic opportunities. One of our primary goals is to develop new and improved phosphorescent OLED technologies
and materials with increased efficiencies, enhanced color gamut and extended lifetimes, which are compatible with
different manufacturing methods, so that they can be used by various manufacturers in a broad array of OLED display
and lighting products.
Develop Next-Generation Organic Technologies
We continue to conduct research and development activities relating to next-generation OLED technologies for both
displays and lighting products. Our current research and development initiatives involve flexible OLED displays and
lighting, transparent or top-emitting OLED displays and thin-film encapsulation for OLEDs. We also are funding
research by our academic partners on the use of organic thin-film technology in other applications. Our focus on
next-generation technologies is designed to enable us to maintain our position as a leading provider of OLED and
other organic electronics technologies and materials as new markets emerge.
Business and Geographic Markets
We derive revenue from the following:
•sales of OLED materials for evaluation, development and commercial manufacturing;
•intellectual property and technology licensing; and

•technology development and support, including government contract work and support provided to third parties forcommercialization of their OLED products.
Most manufacturers of flat panel displays and lighting products who are or might potentially be interested in our
OLED technologies and materials are currently located outside of the United States, particularly in the Asia-Pacific
region. To provide on-the-ground support to these manufacturers, we have established wholly-owned subsidiaries in
Ireland, Korea, Japan and Hong Kong as well as a representative office in Taiwan. Our subsidiary in Hong Kong
operates a world-class chemistry laboratory to support our expanding research and development initiatives in OLED
materials and technologies. Our subsidiary in Ireland is responsible for all material sales world-wide (excluding the
United States) and for licensing and managing intellectual property and undertaking certain other business
transactions in all non-U.S. territories.
We receive a majority of our revenues from customers that are domiciled outside of the United States, and our
business is heavily dependent on our relationships with these customers. In particular, one of our key customers
located in the Asia-Pacific region, SDC, accounted for more than 60% of our consolidated revenues for 2013.
Substantially all revenue derived from our customers is denominated in U.S. dollars.
For more information on our revenues, costs and expenses associated with our business, as well as a breakdown of
revenues from North America and foreign sources, please see our Consolidated Financial Statements and the notes
thereto, as well as “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” included
elsewhere in this report.
Our Technology and its Relation to OLED Technology and Structure
OLED devices are solid-state semiconductor devices made from thin films of organic material that emit light of
various wavelengths when electricity is selectively applied to the emissive layer of the device. OLED devices are
typically referred to as incorporating an “OLED stack.” OLED stacks vary in specific structure but those commonly
used today may include a cathode, an electron injection layer, an electron transport layer, an emissive layer, a hole
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transport layer, a hole injection layer and an anode, all of which are placed on a substrate which may be made of a
number of different materials, including glass, plastic and metal.
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Our technology and materials are most commonly utilized in the emissive layer; the materials in the emissive layer are
the light-generating component of the OLED stack. Many of our key technologies relate primarily to phosphorescent
emitter materials, which we believe are more energy efficient than fluorescent emitter materials that can also be used
to generate light within the emissive layer of the OLED device. We began selling emitter materials commercially in
2003. A manufacturer will use a small amount of emitter material for each device through a process called “doping” into
a host material. The emitter material(s) and the host material(s) together form an emissive layer system. Depending on
the nature of the OLED device, the emissive materials and emissive layer system may be designed to emit different
colors. We have commercially produced and sold phosphorescent emitter materials that produce red, yellow, green
and light-blue light, which are combined in various ways for the flat panel display and the lighting market.
Our current materials business, conducted outside the United States by our Irish subsidiary, is focused primarily on the
delivery of such emissive materials. We have also developed host materials for the emissive layer and began selling
them commercially in 2011. In addition to our materials, which are protected by patents covering various molecular
structures, we also have fundamental and important patents that cover various aspects of the OLED device, including
the use of phosphorescent emission in an OLED device, flexible OLEDs, lighting, encapsulation, and methods of
manufacturing OLEDs. These patents are important to our licensing business because they enable us to provide our
business partners important OLED related technology.
Our Phosphorescent OLED Technologies
Phosphorescent OLEDs utilize specialized materials and device structures that allow OLEDs to emit light through a
process known as phosphorescence. Traditional fluorescent OLEDs emit light through an inherently less efficient
process. Theory and experiment show that phosphorescent OLEDs exhibit device efficiencies up to four times higher
than those exhibited by fluorescent OLEDs. Phosphorescence substantially reduces the power requirements of an
OLED and is useful in displays for hand-held devices, such as smartphones, where battery power is often a limiting
factor.
Phosphorescence is also important for large-area displays such as televisions, where higher device efficiency and
lower heat generation may enable longer product lifetimes and increased energy efficiency.
We have a strong intellectual property portfolio surrounding our existing PHOLED phosphorescent OLED
technologies and materials for both displays and lighting products which we market under the UniversalPHOLED®

brand. We devote a substantial portion of our efforts to developing new and improved proprietary PHOLED materials
and device architectures for red, green, yellow, blue and white OLED devices. In 2013, we continued our commercial
supply relationships with companies such as SDC and LG Display to use our UniversalPHOLED® materials for their
manufacture of OLED displays. In addition, we continued to work closely with customers evaluating and qualifying
our proprietary PHOLED materials for commercial usage in both displays and lighting products, and with other
material suppliers to match our PHOLED emitters with their phosphorescent hosts and other OLED materials.
Our Additional Proprietary OLED Technologies
Our research, development and commercialization efforts also encompass a number of other OLED device and
manufacturing technologies, including the following:
FOLED™ Flexible OLEDs
We are working on a number of technologies required for the fabrication of OLEDs on flexible substrates. Most
OLED and other flat panel displays are built on rigid substrates such as glass. In contrast, FOLEDs are OLEDs built
on non-rigid substrates such as plastic or metal foil. This has the potential to enhance durability and enable
conformation to certain shapes or repeated bending or flexing. Eventually, FOLEDs may be capable of being rolled
into a cylinder, similar to a window shade. These features create the possibility of new flat panel display product
applications that do not exist today, such as a portable, roll-up Internet connectivity and communications device as
well as enhancing the usefulness of such devices in ruggedized, industrial and wearable computing systems.
Manufacturers also may be able to produce FOLEDs using more efficient continuous, or roll-to-roll, processing
methods. We currently are conducting research and development on FOLED technologies internally, under several of
our U.S. government programs and in connection with the government-sponsored Flexible Display Center at Arizona
State University (ASU).
Thin-Film Encapsulation
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We have developed proprietary, patented encapsulation technology for the packaging of flexible OLEDs and other
thin-film devices, as well as for use as a barrier film for plastic substrates. Addressing a major roadblock to the
successful commercialization of flexible OLEDs, our hybrid, single-layer approach provides barrier performance
useful for OLEDs using a potentially cost-effective process. In addition to accelerating the commercial viability of
flexible OLEDs, our thin-film encapsulation technology has the potential to provide benefits for a variety of other
flexible thin-film devices, including photovoltaics and thin-film batteries.
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UniversalP2OLED® Printable Phosphorescent OLEDs
The standard approach for manufacturing a small molecule OLED, including a PHOLED, is based on a vacuum
thermal evaporation, or VTE, process. With a VTE process, the thin layers of organic material in an OLED are
deposited in a high-vacuum environment. An alternate approach for manufacturing a small molecule OLED involves
solution processing of the various organic materials in an OLED using techniques such as spin coating or inkjet
printing onto the substrate. Solution-processing methods, and inkjet printing in particular, have the potential to be
lower cost approaches to OLED manufacturing and scalable to large area displays. For several years, we worked on
P2OLEDs under joint development agreements with Seiko Epson Corporation. We are continuing to develop novel
P2OLED materials and device architectures for evaluation by OLED manufacturers, and to collaborate with other
material manufacturers who are working on host, and other OLED materials, to match our P2OLED emitters.
OVJP® Organic Vapor Jet Printing
OLEDs can be manufactured using other processes as well, including OVJP. As a direct printing technique, OVJP
technology has the potential to offer high deposition rates for any size or shaped OLED. In addition, OVJP technology
reduces OLED material waste associated with use of a shadow mask (i.e., the waste of material that deposits on the
shadow mask itself when fabricating an OLED). By comparison to inkjet printing, an OVJP process does not use
solvents and therefore the OLED materials utilized are not limited by their viscosity or solvent solubility. OVJP also
avoids generation of solvent wastes and eliminates the additional step of removing residual solvent from the OLED
device. We have installed a prototype OVJP tool at our Ewing, New Jersey facility, and we continue to collaborate on
OVJP technology development with Professor Forrest of Michigan.
OVPD® Organic Vapor Phase Deposition
Another approach for manufacturing a small molecule OLED is based on OVPD. The OVPD process utilizes a carrier
gas, such as nitrogen, in a hot walled reactor in a low pressure environment to deposit the layers of organic material in
an OLED. The OVPD process may offer advantages over the VTE process or solution processing methods through
more efficient materials utilization and enhanced deposition control. We have licensed Aixtron AG, a leading
manufacturer of metal-organic chemical vapor deposition equipment, to develop and qualify equipment for the
fabrication of OLED displays utilizing the OVPD process.
TOLED Transparent OLEDs
We have developed a technology for the fabrication of OLEDs that have transparent cathodes. Conventional OLEDs
use a reflective metal cathode and a transparent anode. In contrast, TOLEDs use a transparent cathode and either a
transparent, reflective or opaque metal anode. TOLEDs utilizing transparent cathodes and reflective metal anodes are
known as “top-emission” OLEDs. In a “top-emission” AMOLED, light is emitted without having to travel through much
of the device electronics where a significant portion of the usable light is lost. This results in OLED displays having
image qualities and lifetimes superior to those of conventional AMOLEDs. TOLEDs utilizing transparent cathodes
and transparent anodes may also be useful in novel flat panel display applications requiring semi-transparency or
transparency, such as graphical displays in automotive windshields.
Our Strategic Relationships with Product Manufacturers
We have established early-stage evaluation programs, development and pre-commercial programs, and commercial
arrangements with a substantial number of manufacturers or potential manufacturers of OLED display and lighting
products. Many of these relationships are directed towards tailoring our proprietary OLED technologies and materials
for use by individual manufacturers. Our ultimate objective is to license our OLED technologies and sell our OLED
materials to these manufacturers for their commercial production of OLED products. Our publicly announced
relationships with product manufacturers include the following:
SDC
We have been working with SDC and providing our next generation PHOLED materials to SDC for evaluation since
2001. In 2011, we entered into a patent license agreement with SDC for its manufacture and sale of AMOLED display
products which has a term that extends through December 31, 2017. We also supply our proprietary PHOLED
materials to SDC for its use in manufacturing licensed products. Under a separate supplemental agreement, SDC has
agreed to purchase a minimum amount of phosphorescent emitter material from us for the manufacture of licensed
products. This minimum purchase commitment is subject to SDC’s requirements for phosphorescent emitter materials
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and our ability to meet these requirements over the term of the supplemental agreement, which is concurrent with the
term of the license agreement.
LG Display
We have been providing our proprietary PHOLED materials to LG Display for evaluation, and we have been
supporting LG Display in its OLED product development activities for several years. In 2007, we entered into an
agreement to supply LG Display with our proprietary PHOLED materials for use in AMOLED display products. This
agreement, which automatically renews for one year periods, unless either party provides notice of its intent to
terminate the agreement, generates commercial chemical sales and license fee revenues from our supply of materials
to LG Display.
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AU Optronics
We have a longstanding collaborative relationship with AU Optronics dating back to 2001. We are providing our
proprietary PHOLED materials to AU Optronics for evaluation, and we are working with AU Optronics to help
accelerate its introduction of commercial OLED products into the market. In September 2012, we entered into an
agreement to supply AU Optronics with certain of our UniversalPHOLED materials for commercial sale.
Sony
We have been supporting Sony in its development of AMOLED display products for many years. We continue to
supply our proprietary PHOLED materials to Sony for evaluation, and in January 2013, we extended our current
Evaluation Agreement. Also, in April 2013, we entered into a new Joint Development Agreement with Sony to work
together on certain display products.
Innolux
We have been working with Innolux and its predecessor companies since 2007, when we entered into an agreement to
supply our proprietary PHOLED materials and technologies to Chi Mei EL Corporation (CMEL) for use in its
manufacture of commercial AMOLED display products. In May 2012, we entered into a Commercial Material Supply
Agreement, and in August 2013, we extended our current Evaluation Agreement. We continue to supply our
proprietary PHOLED materials to Innolux in support of their OLED development efforts.
Pioneer
We have been supplying our proprietary PHOLED materials to Tohoku Pioneer, a subsidiary of Pioneer, for the
commercial production of passive matrix OLED (PMOLED) display products since 2003. In 2011, we entered into a
separate license agreement with Pioneer for its manufacture and sale of OLED lighting products.
Kaneka
In 2013, we entered into a license agreement with Kaneka for the manufacture and sale of OLED lighting products.
Philips
In 2013, we entered into an evaluation agreement with Philips for the evaluation of our materials and technology for
use in the manufacture of OLED lighting products.
Moser Baer Technologies
In 2011, we signed a Memorandum of Agreement with Moser Baer for technology licensing, material supply and
technology assistance to support Moser Baer’s initiatives in white OLED lighting. During 2013, we worked with
Moser Baer on U.S. Department of Energy programs to improve OLED manufacturing yield and for Moser Baer to
design and build the first white OLED lighting pilot manufacturing facility in the United States. The program ended as
of December 31, 2013.
Konica Minolta
We have been supplying our proprietary PHOLED materials to Konica Minolta for evaluation, and we have been
supporting Konica Minolta in its efforts to develop OLED lighting products for several years. In 2008, we entered into
a technology license agreement with Konica Minolta for its manufacture and sale of OLED lighting products that
utilize our phosphorescent and other OLED technologies.
Lumiotec
In January 2012, we entered into a technology license agreement with Lumiotec for its manufacture and sale of OLED
lighting products utilizing our phosphorescent and other OLED technologies.
LG Chem
We have entered into an evaluation agreement to supply LG Chem, Ltd. (LG Chem) with our proprietary PHOLED
materials for use in the development of OLED products. We have also entered into short-term commercial sales
agreements with LG Chem, as needed, for their OLED manufacturing needs, which generates commercial chemical
sales and license fee revenues from our supply of materials to LG Chem.
NEC Lighting
We have been supplying our proprietary PHOLED materials to NEC Lighting, Ltd. (NEC Lighting) for the
manufacture of sample OLED lighting products. NEC Lighting has publicly exhibited OLED lighting panels that
utilize our proprietary PHOLED materials and technology.
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Our OLED Materials Supply Business
In support of our OLED licensing business, we supply our proprietary UniversalPHOLED materials to display
manufacturers and others. We qualify our materials in OLED devices before shipment in order to ensure that they
meet required specifications. We believe that our inventory-carrying practices, along with the terms under which we
sell our OLED materials (including payment terms), are typical for the markets in which we operate. In 2012, our
OLED materials business received recertification in accordance with ISO 9001:2008 Quality Management Systems
standards and guidelines.
PPG Industries
We have maintained a close working relationship with PPG Industries since 2000. In 2011, we entered into an
agreement with PPG Industries, the term of which continues through December 31, 2015 and shall be automatically
renewed for additional one year terms, unless terminated by us with prior notice of one year or terminated by PPG
Industries with prior notice of two years. Under that agreement, PPG Industries is responsible, under our direction, for
manufacturing scale-up of our proprietary OLED materials, and for supplying us with those materials for research and
development, and for resale to our customers, both for their evaluation and for use in commercial OLED products.
Through our collaboration with PPG Industries, key raw materials are sourced from multiple suppliers to ensure that
we are able to meet the needs of our customers on a timely basis. The raw materials we require for our emitter and
host materials are available from multiple sources and historically, we have not had any issues with obtaining access
to adequate amounts of any key raw materials.
Our OLED Material Customers
Throughout 2013, we continued supplying our proprietary UniversalPHOLED materials to SDC for use in its
commercial AMOLED display products and for its development efforts. SDC is currently the largest manufacturer of
AMOLED displays for handset and other personal electronic devices. SDC’s customers for these products have
included many well-known consumer electronics companies throughout the world.
In 2013, we also supplied our proprietary UniversalPHOLED materials to LG Display for use in its commercial
AMOLED display products, to Tohoku Pioneer for use in its commercial PMOLED display products, and Konica
Minolta for its manufacture of commercial OLED lighting products. During the year, we also supplied our proprietary
OLED materials to these and various other product manufacturers for evaluation and for purposes of development,
manufacturing qualification and product testing.
Collaborations with Other OLED Material Manufacturers
We continued our non-exclusive collaborative relationships with other manufacturers of OLED materials during 2013,
including Nippon Steel and Sumikin Chimical Co., Ltd. (NSSCC), Idemitsu Kosan and LG Chem. Most of these
relationships are focused on matching our proprietary PHOLED emitters with the host and other OLED materials of
these companies. In 2012 we also entered into an agreement with Duksan Hi-Metal Company Limited (Duksan) to
provide us host sublimation services in Korea. We believe that collaborative relationships such as these are important
for ensuring success of the OLED industry and broader adoption of our PHOLED and other OLED technologies.
Research and Development
Our research and development activities are focused on the advancement of our OLED technologies and materials for
displays, lighting and other applications. We conduct this research and development both internally and through
various relationships with our commercial business partners and academic institutions. In the years 2013, 2012 and
2011, we incurred expenses of $34.2 million, $30.0 million and $24.1 million, respectively, on both internal and
third-party sponsored research and development activities with respect to our various OLED technologies and
materials.
Internal Development Efforts
We conduct a substantial portion of our OLED development activities at our state-of-the-art development and testing
facility in Ewing, New Jersey. At this newly expanded facility, which now exceeds 50,000 square feet, we perform
technology development, including device and process optimization, prototype fabrication, manufacturing scale-up
studies, process and product testing, characterization and reliability studies, and technology transfer with our business
partners.
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Our Ewing facility houses multiple OLED deposition systems, including a full-color flexible OLED system, a system
for fabricating solution-processible OLEDs, and an OVJP organic vapor jet printing system. In addition, the facility
contains equipment for substrate patterning, organic material deposition, display packaging, module assembly and
extensive testing in Class 100 and 100,000 clean rooms and opto-electronic test laboratories. Our facility also includes
state-of-the-art synthetic and analytical chemistry laboratories in which we conduct OLED materials research and
make small quantities of new materials that we then test in OLED devices.
As of December 31, 2013, we employed a team of 76 research scientists, engineers and laboratory technicians in both
our Ewing and Hong Kong facilities. This team includes chemists, physicists, engineers and technicians with physics,
electrical engineering, mechanical engineering and organic/inorganic chemistry backgrounds, and highly-trained
theoreticians and experimentalists.
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University Sponsored Research
We have long-standing relationships with Princeton University and USC, dating back to 1994, for the conduct of
research relating to our OLED and other organic thin-film technologies and materials for applications such as displays
and lighting. This research has been performed at Princeton under the direction of Professor Forrest and at USC under
the direction of Professor Thompson. In 2006, Professor Forrest transferred to the University of Michigan, where we
continue to fund his research.
We funded research at Princeton under a research agreement executed in 1997 (the 1997 Research Agreement). The
1997 Research Agreement was allowed to expire in 2007, after Professor Forrest had transferred to Michigan. We
have exclusive license rights to all OLED and other thin-film organic electronic patents (other than for organic
photovoltaic solar cells) arising out of research conducted under that agreement.
In connection with Professor Forrest’s transfer to Michigan, in 2006 we entered into a new sponsored research
agreement with USC under which we are funding organic electronics research being conducted by Drs. Forrest and
Thompson (the 2006 Research Agreement). Work by Professor Forrest is being funded through a subcontract between
USC and Michigan. As with the 1997 Research Agreement, we have exclusive license rights to all OLED and
thin-film organic electronic patents (other than for organic photovoltaic solar cells) arising out of this research.
Effective June 1, 2013, we amended the 2006 Research Agreement again to extend the term of the agreement for an
additional four years. As of December 31, 2013, we are obligated to reimburse the universities for up to approximately
$7.9 million in actual costs to be incurred for research conducted under the remaining term of the agreement, which
expires April 30, 2017.
In 2005, we entered into a separate sponsored research agreement with Princeton to fund research under the direction
of Professor Sigurd Wagner on thin-film encapsulation and fabrication of OLED devices. This research was
completed as of December 31, 2013. Like our other relationships with Princeton, we have exclusive license rights to
all patents arising out of the research.
We entered into a sponsored research agreement with the Yuen Tjing Ling Industrial Research Institute of National
Taiwan University in 2004. Under that agreement, we funded a research program under the direction of Professor
Ken-Tsung Wong relating to new OLED materials. We have exclusive rights to all intellectual property developed
under that program, which was extended through February 2016.
We entered into a contract research agreement with the Chitose Institute of Science and Technology of Japan (CIST)
in 2004. Under that agreement, we funded a research program headed by Professor Chihaya Adachi relating to
high-efficiency OLED materials and devices. We were granted exclusive rights to all intellectual property developed
under this program. Our relationship with CIST ended in 2006 when Professor Adachi transferred to Kyushu
University. However, we have continued our relationship with Professor Adachi under a separate consulting
arrangement.
In 2006 and 2007, we entered into one-year research agreements with Kyung Hee University to sponsor research
programs on flexible, amorphous silicon thin-film transistor (TFT) backplane technology. The programs were directed
by Professor Jin Jang. In 2008 and 2009, we entered into contract research agreements with Silicon Display
Technology, Ltd. (SDT), a company founded by Professor Jang, and in 2013, we entered into another one-year
agreement with SDT. We continue to maintain a good working relationship with Professor Jang.
Aixtron
In 2000, we entered into a development and license agreement with Aixtron AG of Aachen, Germany to develop and
commercialize equipment used in the manufacture of OLEDs using the OVPD process. Under this agreement, we
granted Aixtron an exclusive license to produce and sell its equipment for the manufacture of OLEDs and other
devices using our proprietary OVPD process. Aixtron is required to pay us royalties on its sales of this equipment.
Purchasers of the equipment also must obtain rights to use our proprietary OVPD process to manufacture OLEDs and
other devices using the equipment, which they may do through us or Aixtron. If these rights are granted through
Aixtron, Aixtron is required to make additional payments to us under our agreement.
Aixtron has reported to us the delivery of nine OVPD systems since 2002. These include two second-generation
systems, one of which was sold to the Fraunhofer Institute for Photonic Microsystems in Dresden, Germany in 2007,
and the other of which was sold to RiTdisplay Corporation of Taiwan in 2003. We record royalty income from
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Aixtron’s sales of these various systems in the quarters in which Aixtron notifies us of the sale and the related royalties
are due.
U.S. Government-Funded Research
We have entered into several U.S. government contracts and subcontracts to fund a portion of our efforts to develop
next-generation OLED technologies. On contracts for which we are the prime contractor, we subcontract portions of
the work to various entities and institutions, including Acuity Brands, Inc. (Acuity), IDD Aerospace and Moser Baer.
We also serve as a subcontractor under certain of our government contracts, such as with PPG Industries and Moser
Baer. All of our government contracts and subcontracts are subject to termination at the election of the contracting
governmental agency.
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Our government-funded programs are concentrated primarily in two areas: flexible OLEDs and OLEDs for lighting.
We have received support for our work on flexible OLED technology through various U.S. Department of Defense
(DOD) agencies, including the Army Research Laboratory (ARL), the Air Force Research Laboratory (AFRL), the
Army Communications-Electronics Research Development and Engineering Center (CERDEC) and the National
Science Foundation (NSF). The U.S. Department of Energy (DOE) supports our work on white OLEDs for lighting,
including through its Solid State Lighting (SSL) initiative. Several of our key U.S. government program initiatives in
2013 were as follows:
Technology Development for OLED Lighting
During 2013, we continued working to develop technical approaches for using our proprietary PHOLED and other
OLED technologies for high-efficiency white lighting applications. We received funding from the DOE to work with
IDD Aerospace to apply our technology for aircraft interior lighting.
Prototype Commercial OLED Lighting System
In 2013, we successfully completed work with Acuity under a DOE contract to demonstrate a prototype PHOLED
lighting system for commercial application. Under this program, Acuity was responsible for designing and fabricating
OLED lighting prototypes that can be tuned across a range of color temperatures by using our proprietary architecture
and high-efficiency PHOLED panels. These prototypes were targeted for high-end commercial spaces, such as office,
retail and health-care buildings, to take advantage of several key attributes of OLEDs including a thin, sleek form
factor and high quality of light.
Novel Low Cost Single Layer Outcoupling Solution for OLED Lighting
During 2013, we worked with the DOE and University of Southern Mississippi on a program to develop a novel low
cost single layer outcoupling solution for OLED Lighting.
Highly Efficient and Smart Power Supplies to Drive Phosphorescent OLED Lighting Panels
During 2013, we worked with InnoSys, Inc. to interact and collaborate on specifying, designing and building OLED
power supplies to drive phosphorescent OLED lighting panels and associated innovative lighting and luminaire
applications.
The Army Flexible Display Center
We have been a Member of The Army Flexible Display Center (FDC) since its establishment in 2004. The FDC is
being supported through a cooperative agreement between ASU and ARL. The goal of the FDC is to develop flexible,
low power, light-weight, information displays for future usage by soldiers and for other military and commercial
applications.
We believe our involvement with the FDC enhances our flexible OLED display technology development efforts. In
2012, we continued to work with the FDC on flexible AMOLED displays using our proprietary PHOLED technology
and materials and the FDC's proprietary bond-debond manufacturing technology.
The FlexTech Alliance
We are a member of the FlexTech Alliance, Inc. (formerly the United States Display Consortium), an organization
devoted to fostering the growth, profitability and success of the electronic display and the flexible, printed electronics
supply chain. The role of the FlexTech Alliance is to offer expanded collaboration between and among industry,
academia, government and research organizations for advancing displays and flexible, printed electronics from R&D
to commercialization. The FlexTech Alliance has approximately 74 members, as well as additional development
partners, including companies, universities and R&D organizations.
OLED Association
We are a charter member of the OLED Association (OLED-A). OLED-A is a trade association whose mission
involves serving as an OLED information resource, driving OLED technology development, and promoting interest in
OLED products. We are one of 18 members of OLED-A, and we actively participate on its marketing and technology
committees. Janice K. Mahon, our Vice President of Technology Commercialization and General Manager of our
PHOLED Material Sales Business, serves as a member of the Board of Directors of OLED-A.
Next Generation Lighting Industry Alliance
We joined the Next Generation Lighting Industry Alliance (NGLIA) in 2009. NGLIA was formed in 2003 to foster
industry-government partnership to accelerate the technical foundation, and ultimate commercialization, of solid state
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lighting systems. NGLIA was designated in 2005 as the “industry partner” by DOE for its SSL program. The SSL
program is being undertaken to research, develop and conduct demonstration activities on advanced solid state white
lighting technologies based on LEDs and OLEDs. We are one of 15 members of NGLIA.
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Intellectual Property
Along with our personnel, our primary and most fundamental assets are patents and other intellectual property. This
includes numerous U.S. and foreign patents and patent applications that we own, exclusively license or have the sole
right to sublicense. It also includes a substantial body of non-patented technical know-how that we have accumulated
over time.
Our Patents
Our research and development activities, conducted both internally and through collaborative programs with our
partners, have resulted in the filing of a substantial number of patent applications relating to our OLED technologies
and materials. As of December 31, 2013, we owned, through assignment to us alone or jointly with others, 329
pending U.S. applications (active U.S. cases and international applications designated in the U.S.) and 449 U.S.
patents, together with counterparts filed in various foreign countries. These owned patents will start expiring in the
U.S. in 2020.
Patents We License from Princeton, USC and Michigan
We exclusively license many of our patent rights, including certain of our key PHOLED technology patents, under the
1997 Amended License Agreement. In 2006, based on Professor Forrest’s transfer to Michigan that year, Michigan
was added as a party to this agreement. As of December 31, 2013, the patent rights we license from these universities
included 196 issued U.S. patents, 61 pending U.S. patent applications, together with counterparts filed in various
foreign countries. The earliest of these patents will expire in the U.S. in 2014, while our key PHOLED technology
patents licensed from these universities will start expiring in the U.S. in 2017.
Under the 1997 Amended License Agreement, Princeton, USC and Michigan granted us worldwide, exclusive license
rights to specified patents and patent applications relating to OLED technologies and materials (including our
PHOLED technology and materials). Our license rights also extend to any patent rights arising out of the research
conducted by Princeton, USC or Michigan under our various research agreements with these entities. We are free to
sublicense to third parties all or any portion of our patent rights under the 1997 Amended License Agreement. The
term of the 1997 Amended License Agreement continues for the lifetime of the licensed patents, though it is subject to
termination for an uncured material breach or default by us, or if we become bankrupt or insolvent.
Princeton is primarily responsible for the filing, prosecution and maintenance of all patent rights licensed to us under
the 1997 Amended License Agreement pursuant to an inter-institutional agreement between Princeton, USC and
Michigan. However, we manage this process and have the right to instruct patent counsel on specific matters to be
covered in any patent applications filed by Princeton. We are required to bear all costs associated with the filing,
prosecution and maintenance of these patent rights.
We are required under the 1997 Amended License Agreement to pay Princeton royalties for licensed products sold by
us or our sublicensees. These royalties amount to 3% of the net sales price for licensed products sold by us and 3% of
the revenues we receive for licensed products sold by our sublicensees. These royalty rates are subject to renegotiation
for products not reasonably conceivable as arising out of the research agreements if Princeton reasonably determines
that the royalty rates payable with respect to these products are not fair and competitive. Princeton shares portions of
these royalties with USC and Michigan under their inter-institutional agreement.
We have a minimum royalty obligation of $100,000 per year during the term of the 1997 Amended License
Agreement. We paid royalties under the 1997 Amended License Agreement with Princeton of $3.2 million for 2013.
We also are required under the 1997 Amended License Agreement to use commercially reasonable efforts to bring the
licensed OLED technology to market. However, this requirement is deemed satisfied if we invest a minimum of
$800,000 per year in research, development, commercialization or patenting efforts respecting the patent rights
licensed to us under the 1997 Amended License Agreement.
Patents We Acquired from Motorola
In 2000, we entered into a license agreement with Motorola whereby Motorola granted us perpetual license rights to
what are now 74 issued U.S. patents relating to Motorola’s OLED technologies, together with foreign counterparts in
various countries. These patents will expire in the U.S. between 2014 and 2018.
In March 2011, we purchased these patents from Motorola, including all existing and future claims and causes of
action for any infringement of the patents. This effectively terminated our license agreement with Motorola, including
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any obligation to make royalty payments to Motorola. In consideration for Motorola assigning and transferring the
patents to us, we made a one-time cash payment to Motorola of $440,000, and we granted Motorola a royalty-free,
non-exclusive and non-sublicensable license under the patents for use by Motorola and its affiliates in their respective
businesses.
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Patents We Acquired from Fujifilm Corporation
In July 2012, we entered into a Patent Sale Agreement (the Agreement) with Fujifilm. Under the Agreement, Fujifilm
sold more than 1,200 OLED-related patents and patent applications for a total cost of $109.1 million. The Agreement
contains customary representations and warranties and covenants, including respective covenants not to sue by both
parties thereto. The Agreement permitted us to assign all of our rights and obligations under the Agreement to our
affiliates, and we assigned, prior to the consummation of the transactions contemplated by the Agreement, our rights
and obligations to UDC Ireland Limited (UDC Ireland), a wholly-owned subsidiary formed under the laws of the
Republic of Ireland. The transactions contemplated by the Agreement were consummated on July 26, 2012.
Intellectual Property Developed under Our Government Contracts
We and our subcontractors have developed and may continue to develop patentable OLED technology inventions
under our various U.S. government contracts and subcontracts. Under these arrangements, we or our subcontractors
generally can elect to take title to any patents on these inventions, and to control the manner in which these patents are
licensed to third parties. However, the U.S. government reserves rights to these inventions and associated technical
data that could restrict our ability to market them to the government for military and other applications, or to third
parties for commercial applications. In addition, if the U.S. government determines that we or our subcontractors have
not taken effective steps to achieve practical application of these inventions in any field of use in a reasonable time,
the government may require that we or our subcontractors license these inventions to third parties in that field of use.
Non-patented Technical Know-How
We have accumulated, and continue to accumulate, a substantial amount of non-patented technical know-how relating
to OLED technologies and materials. Where practicable, we share portions of this information with display
manufacturers and other business partners on a confidential basis. We also employ various methods to protect this
information from unauthorized use or disclosure, although no such methods can afford complete protection.
Moreover, because we derive some of this information and know-how from academic institutions such as Princeton,
USC and Michigan, there is an increased potential for public disclosure. We also cannot prevent the actual
independent development of the same or similar information and know-how by third parties.
Competition
The industry in which we operate is highly competitive. We compete against alternative flat panel display
technologies, in particular LCDs, as well as other OLED technologies. We also compete in the lighting market against
incumbent technologies, such as incandescent bulbs, fluorescent lamps, inorganic LEDs and emerging technologies,
such as other OLED technologies.
Flat Panel Display Industry Competitors
Numerous domestic and foreign companies have developed or are developing and improving LCD, plasma and other
flat panel display technologies that compete with our OLED display technologies. We believe that OLED display
technologies ultimately can compete with LCDs and other display technologies for many product applications on the
basis of lower power consumption, better contrast ratios, faster video rates, form factor and lower manufacturing cost.
However, other companies may succeed in continuing to improve these competing display technologies, or in
developing new display technologies, that are superior to OLED display technologies in various respects. We cannot
predict the timing or extent to which such improvements or developments may occur.
Lighting Industry Competitors
Although there has been a movement to phase out traditional incandescent bulbs throughout many countries,
traditional incandescent bulbs and fluorescent lamps remain well-entrenched products in the lighting industry. In
addition, compact fluorescent lamps and solid-state LEDs have recently been introduced into the market and would
compete with OLED lighting products. Having attributes different than fluorescent lamps and LEDs, OLEDs may
compete directly with these products for certain lighting applications. However, manufacturers of LEDs and compact
fluorescent lamps may succeed in more broadly adapting their products to various lighting applications, or others may
develop competing solid-state lighting technologies that are superior to OLEDs. Again, we cannot predict whether or
when this might occur.
OLED Technology and Materials Competitors

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

27



Eastman Kodak Company (Kodak) developed and patented the original fluorescent OLED technology in
1987. Cambridge Display Technology, Ltd. (CDT), which was acquired by Sumitomo Chemical Company
(Sumitomo) in 2007, developed and patented polymer OLED technology in 1989. Display and lighting manufacturers,
including customers of ours, are engaged in their own OLED research, development and commercialization activities,
and have developed and may continue to develop proprietary OLED technologies that are necessary or useful for
commercial OLED devices. In addition, other material manufacturers, such as Sumitomo, Idemitsu Kosan Co., Ltd.
(Idemitsu Kosan), Merck KGaA and BASF Corporation, are selling or sampling competing OLED materials to
customers, including companies to which we sell our proprietary PHOLED materials.
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Our licensing business is based on our control of a broad portfolio of OLED-related device patents and technology.
We believe this portfolio includes fundamental patents in the field of phosphorescent OLED materials and devices, as
well as certain additional complementary OLED technologies. As discussed above, alternative technologies, such as
fluorescent OLED emitter materials, exist and could be competitive to our phosphorescent OLED material
solutions. However, fluorescent materials have characteristics that we believe many market participants consider less
desirable than those of phosphorescent materials. Suppliers of fluorescent emitter materials include Dow Chemical
(previously Gracel Display), Doosan Electronics, SFC Co. Ltd. and Idemitsu Kosan. Fluorescent materials may also
be viewed as complementary in that they can be used in the same OLED stack as phosphorescent materials, especially
for use as emitters for generating deep blue pixels in display modules until such time as the OLED industry improves
the properties of currently available deep blue phosphorescent materials.
The competitive landscape with respect to our host materials business is characterized by a larger number of
established chemical material suppliers who have long-term relationships with many of our existing customers and
licensees. We have elected to partner with certain of these companies to manufacture and deliver our host solutions to
our customers, as well as selling our host materials directly to device manufacturers. We believe our competitive
advantage stems, in part, from our deep knowledge of our phosphorescent emitter materials, which are complementary
with the host solutions. We believe that our understanding of the phosphorescent emitter materials enables us to create
host material solutions that are especially well suited for use with a certain class of emitter materials that are
implemented commercially today. However, we note that many of our technology partners have their own host
solutions and the competitive landscape includes many well-established companies such as Dow Chemical, Idemitsu
Kosan, NSSCC, Doosan Electronics, Merck KGaA, Cheil Industries and Duksan, which have significant resources
and may aggressively pursue such business in the future.
Our existing business relationships with SDC and other product manufacturers suggest that our OLED technologies
and materials, particularly our PHOLED technologies and materials, may achieve a significant level of market
penetration in the flat panel display and lighting industries. However, others may succeed in developing new OLED
technologies and materials that may supplement or be utilized in place of ours. We cannot be sure of the extent to
which product manufacturers will adopt and continue to utilize our OLED technologies and materials for the
production of commercial flat panel displays and lighting products.
Employees
As of December 31, 2013, we had 122 active full-time employees and two part-time employees, none of whom are
unionized. We believe that relations with our employees are good.
Our Company History
Our corporation was organized under the laws of the Commonwealth of Pennsylvania in 1985. Our business was
commenced in 1994 by a company then known as Universal Display Corporation, which had been incorporated under
the laws of the State of New Jersey. In 1995, a wholly-owned subsidiary of ours merged into this New Jersey
corporation. The surviving corporation in this merger became a wholly-owned subsidiary of ours and changed its
name to UDC, Inc. Simultaneously with the consummation of this merger, we changed our name to Universal Display
Corporation. UDC, Inc. functions as an operating subsidiary of ours and has certain overlapping officers and
directors. We have also formed other wholly-owned subsidiaries, including Universal Display Corporation Hong
Kong, Ltd. (2008), Universal Display Corporation Korea, Y.H. (2010), Universal Display Corporation Japan, G.K.
(2011) and UDC Ireland Limited (2012), and we established a representative office in Taiwan (2011).
Our Compliance with Environmental Protection Laws
We are not aware of any material effects that compliance with Federal, State or local environmental protection laws or
regulations will have on our business. We have not incurred substantial costs to comply with any environmental
protection laws or regulations, and we do not anticipate having to do so in the foreseeable future.
Our Internet Site
Our Internet address is www.udcoled.com. We make available through our Internet website, free of charge, our annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports
filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as reasonably
practicable after we file such material with the Securities and Exchange Commission (the SEC). In addition, we have
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made available on our Internet website under the heading “Corporate Governance” the charter for the Audit Committee
of our Board of Directors, the charter for the Compensation Committee of our Board of Directors, our Code of Ethics
and Code of Conduct for Employees, and our Code of Conduct for Directors. We intend to make available on our
website any future amendments or waivers to our Code of Ethics and Code of Conduct for Employees and our Code
of Conduct for Directors. The information on our Internet site is not part of this report.
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ITEM 1A. RISK FACTORS
You should carefully consider the following risks and uncertainties when reading this Annual Report on Form
10-K. The following factors, as well as other factors affecting our operating results and financial condition, could
cause our actual future results and financial condition to differ materially from those projected.
If our OLED technologies and materials are not feasible for broad-based product applications, we may not be able to
continue to generate revenues sufficient to support ongoing operations.
Our main business strategy is to license our OLED technologies and sell our OLED materials to manufacturers for
incorporation into the flat panel display and lighting products that they sell. Consequently, our success depends on the
ability and willingness of these manufacturers to develop, manufacture and sell commercial products integrating our
technologies and materials.
Before product manufacturers will agree to expand the use of our OLED technologies and materials for wider scale
commercial production, they will likely require us to demonstrate to their satisfaction that our OLED technologies and
materials are feasible for broad-based product applications beyond current commercial application, such as
smartphone displays. This, in turn, may require additional advances in our technologies and materials, as well as those
of others, for applications in a number of areas, including, without limitation, advances with respect to the
development of:

•OLED materials with improved lifetimes, efficiencies and color coordinates for larger area full-color OLED displaysand general lighting products;
•more robust OLED materials for use in more demanding large-scale manufacturing environments; and

•scalable and cost-effective methods and technologies for the fabrication of large volume OLED materials andproducts.
We cannot be certain that these advances will occur, and hence our OLED technologies and materials may not be
feasible for additional broad-based product applications and expansion.
Even if our OLED technologies are technically feasible, they may not be adopted by product manufacturers.
The potential size, timing and viability of market opportunities targeted by us are uncertain at this time. Market
acceptance of our OLED technologies beyond current product offerings will depend, in part, upon these technologies
providing benefits comparable or superior to current display and lighting technologies at an advantageous cost to
manufacturers, and the adoption of products incorporating these technologies by consumers. Many current and
potential licensees of our OLED technologies utilize and have invested significant resources in competing
technologies, and may, therefore, be reluctant to redesign their products or manufacturing processes to incorporate our
OLED technologies.
During the entire product development process for a new product, we face the risk that our technology will fail to
meet the manufacturer’s technical, performance or cost requirements or will be replaced by a competing product or
alternative technology. Even if we offer technologies that are satisfactory to a product manufacturer, the manufacturer
may choose to delay or terminate its product development efforts for reasons unrelated to our technologies. In
addition, our license agreements do not require our customers to purchase our host materials in order to utilize our
phosphorescent emitter materials, and those customers may elect not to purchase our host materials.
Mass production of new mass market OLED products will require the availability of suitable manufacturing
equipment, components and materials, many of which are available only from a limited number of suppliers. In
addition, there may be a number of other technologies that manufacturers need to utilize in conjunction with our
OLED technologies in order to bring these new OLED products to the market. Thus, even if our OLED technologies
are a viable alternative to competing approaches, if product manufacturers are unable to obtain access to this
equipment and these components, materials and other technologies, they may not utilize our OLED technologies.
There are numerous potential alternatives to OLEDs, which may limit our ability to commercialize our OLED
technologies and materials.
The flat panel display market is currently, and will likely continue to be for some time, dominated by displays based
on LCD technology. Numerous companies are making substantial investments in, and conducting research to improve
characteristics of, LCDs; additionally, other competing flat panel display technologies have been, or are being,
developed. A similar situation exists in the solid-state lighting market, which is currently dominated by LED
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products. Advances in any of these various technologies may overcome their current limitations and permit them to
become the leading technologies in their field, either of which could limit the potential market for products utilizing
our OLED technologies and materials. This, in turn, would cause product manufacturers to avoid entering into
commercial relationships with us, or to terminate or not renew their existing relationships with us.
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Other OLED technologies may be more successful or cost-effective than ours, which may limit the commercial
adoption of our OLED technologies and materials.
Our competitors have developed OLED technologies that differ from or compete with our OLED technologies. In
particular, competing fluorescent OLED technology, which entered the marketplace prior to ours, may become a
viable alternative to our phosphorescent OLED technology. Moreover, our competitors may succeed in developing
new OLED technologies that are more cost-effective or have fewer limitations than our OLED technologies. If our
OLED technologies, and particularly our phosphorescent OLED technology, are unable to capture a substantial
portion of the OLED product market, our business strategy may fail.
If we cannot form and maintain lasting business relationships with OLED product manufacturers, our business
strategy will fail.
Our business strategy ultimately depends upon our development and maintenance of commercial licensing and
material supply relationships with high-volume manufacturers of OLED products. We have entered into only a limited
number of such relationships from which most of our material sales and licensing revenue are generated. Our other
relationships with product manufacturers currently are limited to technology development and the evaluation of our
OLED technologies and materials for possible use in commercial products. Some or all of these relationships may not
succeed or, even if they are successful, may not result in the product manufacturers entering into commercial licensing
and material supply relationships with us.
Many of our agreements with product manufacturers last for only limited periods of time, such that our relationships
with these manufacturers will expire unless they are renewed. These product manufacturers may not agree to renew
their relationships with us on a continuing basis or may agree to do so on terms that are less favorable to us. In
addition, we regularly continue working with product manufacturers after our existing agreements with them have
expired while we are attempting to negotiate contract extensions or new agreements with them. Should our
relationships with the various product manufacturers not continue or be renewed on less favorable terms, or if we are
not able to identify other product manufacturers and enter into contracts with them, our business may materially
suffer.
Our ability to enter into additional commercial licensing and material supply relationships, or to maintain our existing
technology development and evaluation relationships, may require us to make financial or other commitments. We
might not be able, for financial or other reasons, to enter into or continue these relationships on commercially
acceptable terms, or at all. Failure to do so may cause our business strategy to fail.
We or our licensees may incur substantial costs or lose important rights as a result of litigation or other proceedings
relating to our patent and other intellectual property rights or with respect to our OLED materials business.
There are a number of other companies and organizations that have been issued patents and are filing patent
applications relating to OLED technologies and materials, including, without limitation, Kodak (substantially all of
whose OLED assets were sold to a group of LG companies in 2009), CDT (acquired by Sumitomo in 2007), Canon,
Inc., Semiconductor Energy Laboratories Co., Idemitsu Kosan and Mitsubishi Chemical Corporation. As a result,
there may be issued patents or pending patent applications of third parties that would be infringed by the use of our
OLED technologies or materials, thus subjecting our licensees to possible suits for patent infringement in the future.
Such lawsuits could result in our licensees being liable for damages or require our licensees to obtain additional
licenses that could increase the cost of their products. This, in turn, could have an adverse effect on our licensees’ sales
and thus our royalties, or cause our licensees to seek to renegotiate our royalty rates. In addition, we have agreed to
indemnify customers purchasing our OLED materials for commercial usage against certain claims of patent
infringement by third parties, as a result of which we may incur substantial legal costs in connection with defending
these customers from such claims.
Our licensees may also seek to avoid paying future royalties by attempting to have our patents declared invalid and
unenforceable by a court. Our licensees may be more likely to file such declaratory actions in light of the U.S.
Supreme Court’s decision in MedImmune, Inc. v. Genentech, Inc. (2007), in which the Court found that a licensee
need not refuse to pay royalties and commit material breach of the license agreement before bringing an action to
declare a licensed U. S. patent invalid and unenforceable.
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In addition, we may be required, from time-to-time, to assert our intellectual property rights by instituting legal
proceedings against others. We cannot be assured that we will be successful in enforcing our patents in any lawsuits
we may commence. Defendants in any litigation we may commence to enforce our patents may attempt to establish
that our patents are invalid or are unenforceable. Thus, any patent litigation we commence could lead to a
determination that one or more of our patents are invalid or unenforceable. If a third party succeeds in invalidating one
or more of our patents, that party and others could compete more effectively against us. Our ability to derive licensing
revenues from products or technologies covered by these patents would also be adversely affected.
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Whether our licensees are defending the assertion of third-party intellectual property rights against their businesses
arising as a result of the use of our technology, or we are asserting our own intellectual property rights against others,
such litigation can be complex, costly, protracted and highly disruptive to our or our licensees’ business operations by
diverting the attention and energies of management and key technical personnel. As a result, the pendency or adverse
outcome of any intellectual property litigation to which we or our licensees are subject could disrupt business
operations, require the incurrence of substantial costs and subject us or our licensees to significant liabilities, each of
which could severely harm our business. Costs associated with these actions are likely to increase as AMOLED
products using our PHOLED and other OLED technologies and materials enter the consumer marketplace.
Plaintiffs in intellectual property cases often seek injunctive relief in addition to money damages. Any intellectual
property litigation commenced against our licensees may force them to take actions that could be harmful to their
businesses and thus to our royalties, including the halting of sales of products that incorporate or otherwise use our
technology or materials.
Furthermore, the measure of damages in intellectual property litigation can be complex, and is often subjective or
uncertain. If our licensees were to be found liable for infringement of proprietary rights of a third party, the amount of
damages they might have to pay could be substantial and is difficult to predict. Decreased sales of our licensees’
products incorporating our technology or materials would have an adverse effect on our royalty revenues under
existing licenses and material sales under our existing sales agreements. Were this to occur, it would likely harm our
ability to (i) obtain new licensees which would have an adverse effect on the terms of the royalty arrangements we
could enter into with any new licensees, and (ii) sell our UniversalPHOLED materials to existing and new customers.
Moreover, to the extent any third party claims are directed specifically to materials supplied by us to our customers,
we may be required to incur significant costs associated with the defense of such claims and potential damages
associated with such claims that may be awarded against our customers.
As is commonplace in technology companies, we employ individuals who were previously employed at other
technology companies. To the extent our employees are involved in research areas that are similar to those areas in
which they were involved at their former employers, we may be subject to claims that such employees or we have,
inadvertently or otherwise, used or disclosed the alleged trade secrets or other proprietary information of the former
employers. Litigation may be necessary to defend against such claims. The costs associated with these actions or the
loss of rights critical to our or our licensees’ businesses could negatively impact our revenues or cause our business to
fail.
If we cannot obtain and maintain appropriate patent and other intellectual property protection for our OLED
technologies and materials, our business will suffer.
The value of our OLED technologies and materials is dependent on our ability to secure and maintain appropriate
patent and other intellectual property rights protection. Although we own or license many patents respecting our
OLED technologies and materials that have already been issued, there can be no assurance that additional patents
applied for will be obtained, or that any of these patents, once issued, will afford commercially significant protection
for our OLED technologies and materials, or will be found valid if challenged. Also, there is no assurance that we will
be successful in defending the validity of our current or future patents in pending and future patent oppositions,
invalidation trials, interferences, reexaminations, reissues, or other administrative or court proceedings. Moreover, we
have not obtained patent protection for some of our OLED technologies and materials in all foreign countries in which
OLED products or materials might be manufactured or sold.
We believe that the strength of our current intellectual property position results primarily from the essential nature of
our fundamental patents covering phosphorescent OLED devices and certain materials utilized in these devices. Our
existing fundamental phosphorescent OLED patents expire in the United States in 2017 and 2019, and in other
countries of the world in 2018 and 2020. While we hold a wide range of additional patents and patent applications
whose expiration dates extend (and in the case of patent applications, will extend) beyond 2020, many of which are
also of importance in the OLED industry, none are of an equally essential nature as our fundamental patents, and
therefore our competitive position may be less certain as these patents expire.
We may become engaged in litigation to protect or enforce our patent and other intellectual property rights, or in
International Trade Commission proceedings to abate the importation of goods that would compete unfairly with those
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of our licensees. In addition, we are participating in or have participated in, and in the future will likely have to
participate in, interference, reissue, or reexamination proceedings before the U.S. Patent and Trademark Office, and
opposition, nullity or other proceedings before foreign patent offices, with respect to some of our patents or patent
applications. All of these actions place our patents and other intellectual property rights at risk and may result in
substantial costs to us as well as a diversion of management attention from our business and operations. Moreover, if
successful, these actions could result in the loss of patent or other intellectual property rights protection for the key
OLED technologies and materials on which our business depends.
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We rely, in part, on several non-patented proprietary technologies to operate our business. Others may independently
develop the same or similar technologies or otherwise obtain access to our unpatented technologies. Furthermore,
these parties may obtain patent protection for such technology, inhibiting or preventing us from practicing the
technology. To protect our trade secrets, know-how and other non-patented proprietary information, we require
employees, consultants, financial advisors and strategic partners to enter into confidentiality agreements. These
agreements may not ultimately provide meaningful protection for our trade secrets, know-how or other non-patented
proprietary information. In particular, we may not be able to fully or adequately protect our proprietary information as
we conduct discussions with potential strategic partners. Additionally, although we take many measures to prevent
theft and misuse of our proprietary information, we may face attempts by others to gain unauthorized access through
the Internet to our information technology systems or to our intellectual property, which might be the result of
industrial or other espionage or actions by hackers seeking to harm our company or its products. If we are unable to
protect the proprietary nature of our technologies, it will harm our business.
Recent court decisions in various patent cases may make it more difficult for us obtain future patents, enforce our
patents against third parties or obtain favorable judgments in cases where the patents are enforced.
Recent case law may make it more difficult for patent holders to secure future patents and/or enforce existing patents.
For example, in KSR International Co. vs. Teleflex, Inc. (2007), the U.S. Supreme Court mandated a more expansive
and flexible approach to determine whether a patent is obvious and invalid. As a result of the less rigid approach to
assessing obviousness, defending the validity of or obtaining patents may be more difficult.
Recent court decisions may also impact the enforcement of our patents. For example, we may not be able to enjoin
certain third party uses of products or methods covered by our patents following the initial authorized sale, even where
those uses are expressly proscribed in an agreement with the buyer. Also, we may face increased difficulty enjoining
infringement of our patents. The U.S. Supreme Court has held that an injunction should not automatically issue based
on a finding of patent infringement, but should be determined based on a test balancing considerations of the patentee’s
interest, the infringer’s interest, and the public’s interest. Obtaining enhanced damages for willful infringement of our
patents may also be more difficult even in those cases where we successfully prove a third party has infringed our
patents, as a recent case set a more stringent standard for proving willful infringement.
Therefore, as a result of such rulings, it may be more difficult for us to defend our currently issued patents, obtain
additional patents in the future or achieve the desired competitive effect even when our patents are enforced. If we are
unable to so defend our currently issued patents, or to obtain new patents for any reason, our business would suffer.
Conflicts or other problems may arise with our licensees or joint development partners, resulting in renegotiation,
breach or termination of, or litigation related to, our agreements with them. This would adversely affect our revenues.
Conflicts or other problems could arise between us and our licensees or joint development partners, some of which we
have made strategic investments in, as to royalty rates, milestone payments or other commercial terms. Similarly, we
may disagree with our licensees or joint development partners as to which party owns or has the right to
commercialize intellectual property that is developed during the course of the relationship or as to other
non-commercial terms. If such a conflict were to arise, a licensee or joint development partner might attempt to
compel renegotiation of certain terms of their agreement or terminate their agreement entirely, and we might lose the
royalty revenues and other benefits of the agreement. Either we or the licensee or joint development partner might
initiate litigation to determine commercial obligations, establish intellectual property rights or resolve other disputes
under the agreement. Such litigation could be costly to us and require substantial attention of management. If we were
unsuccessful in such litigation, we could lose the commercial benefits of the agreement, be liable for other financial
damages and suffer losses of intellectual property or other rights that are the subject of dispute. Additionally, we have
made strategic investments in certain of our smaller joint development partners such as Plextronics, Inc. (Plextronics),
who because of the size of their company, have limited financial, legal, or personnel resources, or technology risks
may be more readily impacted by any number of negative factors. If any of these smaller joint development partners
were to become negatively impacted in any of the foregoing areas or were to become insolvent, it could significantly
impair our investment in such company. Any of these adverse outcomes could cause our business strategy to fail.
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The consumer electronics industry experiences significant downturns from time to time, any of which may adversely
affect the demand for and pricing of our OLED technologies and materials.
Our success depends upon the ability and continuing willingness of our licensees to manufacture and sell products
utilizing our technologies and materials, specifically our phosphorescent emitters and host materials, and the
widespread acceptance of our licensees’ products in the consumer marketplace. Any slowdown in the demand for our
licensees’ products or a decrease in licensees’ use of or demand for our materials would adversely affect our material
sales and royalty revenues and thus our business. Our licensees’ decrease in the use of or demand for our materials may
depend on several factors, including pricing, availability, continued technical improvements and competitive product
offerings. The markets for flat panel displays and lighting products are highly competitive. Success in the market for
end-user products that may integrate our OLED technologies and materials also depends on factors beyond the control
of our licensees and us, including the cyclical and seasonal nature of the end-user markets that our licensees serve, as
well as industry and general economic conditions.
The markets that we hope to penetrate have experienced significant periodic downturns, often in connection with, or
in anticipation of, declines in general economic conditions. These downturns have been characterized by lower
product demand, production overcapacity and erosion of average selling prices. Our business strategy is dependent on
manufacturers building and selling products that incorporate our OLED technologies and materials. Industry-wide
fluctuations and downturns in the demand for flat panel displays and solid-state lighting products could cause
significant harm to our business.
Any downturn in U.S. or global economic conditions may have a significant adverse effect on our business.
There have been significant and sustained economic downturns in the U.S. and globally in recent years. This has
placed pressure on consumer demand, and the resulting impact on consumer spending has had a material adverse
effect on the demand for consumer electronic products. Similar downturns in the future may have a significant adverse
effect on one or more of our licensees as an enterprise, which could result in those licensees reducing their efforts to
commercialize products that incorporate our OLED technologies and materials. Consumer demand and the condition
of the flat panel display and lighting industries may also be impacted by other external factors such as war, terrorism,
geopolitical uncertainties and other business interruptions. The impact of these external factors is difficult to predict,
and one or more of these factors could adversely impact the demand for our licensees’ products, and thus our business.
Many of our competitors have greater resources, which may make it difficult for us to compete successfully against
them.
The flat panel display and solid-state lighting industries are characterized by intense competition. Many of our
competitors have better name recognition and greater financial, technical, marketing, personnel and research
capabilities than us. Because of these differences, we may never be able to compete successfully in these markets or
maintain any competitive advantages we are able to achieve over time.
If we fail to make advances in our OLED research and development activities, we might not succeed in
commercializing our OLED technologies and materials.
Further advances in our OLED technologies and materials depend, in part, on the success of the research and
development work we conduct, both alone and with our research partners. We cannot be certain that this work will
yield additional advances in the research and development of these technologies and materials.
Our research and development efforts remain subject to all of the risks associated with the development of new
products based on emerging and innovative technologies, including, without limitation, unanticipated technical or
other problems and the possible insufficiency of funds for completing development of these products. Technical
problems may result in delays and cause us to incur additional expenses that would increase our losses. If we cannot
complete research and development of our OLED technologies and materials successfully, or if we experience delays
in completing research and development of our OLED technologies and materials for use in potential commercial
applications, particularly after incurring significant expenditures, our business may fail.
If we cannot keep our key employees or hire other talented persons as we grow, our business might not succeed.
Our performance is substantially dependent on the continued services of our executive officers and other key technical
and managerial personnel, and on our ability to offer competitive salaries and benefits to these and our other
employees. We do not have employment agreements with any of our executive officers or other key technical or
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managerial personnel. Additionally, competition for highly skilled technical and managerial personnel is intense. We
might not be able to attract, hire, train, retain and motivate the highly skilled employees we need to be successful. If
we fail to attract and retain the necessary technical and managerial personnel, our business will suffer and might fail.
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We rely solely on PPG Industries to manufacture the OLED materials we use and sell to product manufacturers.
Our business prospects depend significantly on our ability to obtain proprietary OLED materials for our own use and
for sale to product manufacturers. Our agreement with PPG Industries provides us with a source for these materials for
development and evaluation purposes and commercial purposes. Our agreement with PPG Industries currently runs
through the end of 2015 and shall be automatically renewed for additional one year terms, unless terminated by us
with prior notice of one year or terminated by PPG with prior notice of two years. Our inability to continue obtaining
these OLED materials from PPG Industries or another source at cost-competitive prices and to continue obtaining
these OLED materials in sufficient quantities to meet our product manufacturer's current and future demands and
timetables would have a material adverse effect on our revenues and cost of goods sold relating to sales of these
materials to OLED product manufacturers, as well as on our ability to perform future development work.
Inventory management relating to our material sales is complex, and excess inventory may harm our business and
cause it to suffer.
Inventory management remains an area of focus as we balance the need to maintain strategic inventory levels of our
OLED materials to ensure competitive lead times against the risk of inventory obsolescence because of rapidly
changing technology and customer requirements. Our manufacturers may increase orders during periods of product
shortages, cancel orders if their inventory is too high, or delay orders in anticipation of new products. They also may
adjust their orders in response to the supply and demand of their products by end-users, our products and the products
of our competitors that are available to them. Excess inventory of our OLED materials is subject to the risk of
inventory obsolescence. In the event that a substantial portion of our inventory becomes obsolete, it could have a
material adverse effect on earnings due to the resulting costs associated with the inventory impairment charges and
inventory write downs.
We may require additional funding in the future in order to continue our business.
Our capital requirements have been and will continue to be significant. We may require additional funding in the
future for the research, development and commercialization of our OLED technologies and materials, to obtain and
maintain patents and other intellectual property rights in these technologies and materials, and for working capital and
other purposes, the timing and amount of which are difficult to ascertain. Our cash on hand may not be sufficient to
meet all of our future needs. When we need additional funds, such funds may not be available on commercially
reasonable terms or at all. If we cannot obtain more money when needed, our business might fail. Additionally, if we
attempt to raise money in an offering of shares of our common stock, preferred stock, warrants or depositary shares, or
if we engage in acquisitions involving the issuance of such securities, the issuance of these shares will dilute our
then-existing shareholders.
Because the vast majority of OLED product manufacturers are located in the Asia-Pacific region, we are subject to
international operational, financial, legal and political risks which may negatively impact our operations.
Many of our licensees and prospective licensees have a majority of their operations in countries other than the United
States, particularly in the Asia-Pacific region. Risks associated with our doing business outside of the United States
include, without limitation:
•compliance with a wide variety of foreign laws and regulations;
•legal uncertainties regarding taxes, tariffs, quotas, export controls, export licenses and other trade barriers;

•economic instability in the countries of our licensees, causing delays or reductions in orders for their products andtherefore our royalties;

•political instability in the countries in which our licensees operate, particularly in South Korea relating to its disputeswith North Korea and in Taiwan relating to its disputes with China;
•difficulties in collecting accounts receivable and longer accounts receivable payment cycles; and
•potentially adverse tax and tariff consequences.
Any of these factors could impair our ability to license our OLED technologies and sell our OLED materials, thereby
harming our business.
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The U.S. government has rights to intellectual property derived from our government-funded work that might prevent
us from realizing the full benefits of our intellectual property portfolio.
The U.S. government, through various government agencies, has provided and continues to provide funding to us,
Princeton, USC and Michigan for work related to certain aspects of our OLED technologies. Because we have been
provided with this funding, the government has rights to any intellectual property derived from this work that could
restrict our ability to market OLED products to the government for military and other applications, or to license this
intellectual property to third parties for commercial applications. Moreover, if the government determines that we
have not taken effective steps to achieve practical application of this intellectual property in any field of use in a
reasonable time, the government could require us to license this intellectual property to other parties in that field of
use. Any of these occurrences would limit our ability to obtain maximum value from our intellectual property
portfolio.
The market price of our common stock may be highly volatile.
The market price of our common stock may be highly volatile, as has been the case with our common stock in the past
as well as the securities of many companies, particularly other emerging-growth companies in the technology
industry. We have included in the section of this report entitled “Market for Registrant’s Common Equity, Related
Stockholder Matters and Issuer Purchases of Equity Securities,” a table indicating the high and low closing prices of
our common stock as reported on the NASDAQ Global Market for the past two years. Factors such as the following
may have a significant impact on the market price of our common stock in the future:
•our revenues, expenses and operating results;

•announcements by us or our competitors of technological developments, new product applications or licensearrangements; and
•other factors affecting the flat panel display and solid-state lighting industries in general.
Our operating results may have significant period-to-period fluctuations, which would make it difficult to predict our
future performance.
Due to the current stage of commercialization of our OLED technologies and materials; the limited number of
commercially successful consumer products utilizing our OLED technologies, that licensees have introduced in the
marketplace; the relatively short product lifetimes of these consumer products; and the significant development and
manufacturing objectives that we and our licensees must achieve for the widespread inclusion of our OLED
technologies in new classes of consumer products such as tablets, television displays and lighting products, our
quarterly operating results are difficult to predict and may vary significantly from quarter to quarter.
We believe that period-to-period comparisons of our operating results are not a reliable indicator of our future
performance at this time. Among other factors affecting our period-to-period results, our license and technology
development fees often consist of large one-time, annual or semi-annual payments, which may result in significant
fluctuations in our revenues. In addition, our reliance on a small number of licensees with large volumes of consumer
product sales makes our quarterly operating results subject to our licensees' specific plans and the success of their
specific product offerings. If, in some future period, our operating results or business outlook fall below the
expectations of securities analysts or investors, our stock price would be likely to decline and investors in our common
stock may not be able to resell their shares at or above their purchase price. Broad market, industry and global
economic factors may also materially reduce the market price of our common stock, regardless of our operating
performance.
The issuance of additional shares of our common stock could drive down the price of our stock.
The price of our common stock could decrease if:

•shares of our common stock that are currently subject to restriction on sale become freely salable, whether through aneffective registration statement or based on Rule 144 under the Securities Act of 1933, as amended; or

•we issue additional shares of our common stock that might be or become freely salable, including shares that wouldbe issued upon conversion of our preferred stock or the exercise of outstanding stock options.
We can issue shares of preferred stock that may adversely affect the rights of shareholders of our common stock.
Our Articles of Incorporation authorize us to issue up to 5,000,000 shares of preferred stock with designations, rights
and preferences determined from time-to-time by our Board of Directors. Accordingly, our Board of Directors is
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•make it more difficult for a third party to gain control of us;
•discourage bids for our common stock at a premium; or
•otherwise adversely affect the market price of our common stock.
As of February 24, 2014, we have issued and outstanding 200,000 shares of Series A Nonconvertible Preferred Stock,
all of which are held by an entity controlled by members of the family of Sherwin I. Seligsohn, our Founder and
Chairman of the Board of Directors. Our Board of Directors has authorized and issued other shares of preferred stock
in the past, none of which are currently outstanding, and may do so again at any time in the future.
Because we do not currently intend to pay dividends, shareholders will benefit from an investment in our common
stock only if it appreciates in value.
We have never declared or paid any cash dividends on our common stock. We currently intend to retain our future
earnings, if any, to finance further research and development and do not expect to pay any cash dividends in the
foreseeable future. As a result, the success of an investment in our common stock will depend upon any future
appreciation in its value. There is no guarantee that our common stock will appreciate in value or even maintain the
price at which current shareholders purchased their shares.
Our executive officers and directors own a significant percentage of our common stock and could exert significant
influence over matters requiring shareholder approval, including takeover attempts.
Our executive officers and directors, their respective affiliates and the adult children of Sherwin Seligsohn, our
Founder and Chairman of the Board of Directors, beneficially own, as of February 24, 2014, approximately 12.5% of
the outstanding shares of our common stock. Accordingly, these individuals may, as a practical matter, be able to
exert significant influence over matters requiring approval by our shareholders, including the election of directors and
the approval of mergers or other business combinations. This concentration also could have the effect of delaying or
preventing a change in control of us.
Natural disasters or other unforeseen catastrophic events could unfavorably affect our business.
Natural disasters, such as hurricanes, tsunamis, or earthquakes, particularly in Asia-Pacific region, where many of our
licensees are located, or the occurrence of other unforeseen catastrophic events, such a fire or flood, could unfavorably
affect our business and financial performance. Such events could unfavorably affect our licensees in many ways, such
as causing physical damage to one or more of their properties, the temporary or permanent closure of one or more
plants, the disruption or cessation of manufacturing of product lines, and the temporary or long-term disruption in the
supply or demand for their products. A resulting by-product of such natural disasters or other unforeseen catastrophic
events could be a temporary or long-term disruption in the supply of or demand for our products.
Our effective tax rate may increase or decrease.
We are subject to income taxes in the U.S. and numerous foreign jurisdictions. Significant judgment is required in
determining our worldwide provision for income taxes. In the ordinary course of our business, there are many
transactions and calculations where the ultimate tax determination is uncertain. We are subject to audit by tax
authorities where we do business. Although we believe that our tax estimates and tax positions are reasonable, they
could be materially affected by many factors including the final outcome of tax audits and related litigation, the
introduction of new tax accounting standards, legislation, regulations, and related interpretations, our global mix of
earnings and the realizability of deferred tax assets. An increase or decrease in our effective tax rate could have a
material adverse impact on our financial condition and results of operations.
ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES
Our corporate offices and research and development laboratories are located at 375 Phillips Boulevard in Ewing, New
Jersey. In 2004, we acquired the building and property at which this facility is located. During 2005, we conducted a
two-stage expansion of our laboratory and office space in the building, as well as a recent expansion in 2013. We
currently occupy the entire newly expanded facility.

22

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

44



Table of Contents

ITEM 3. LEGAL PROCEEDINGS
Patent Related Challenges and Oppositions
Each major jurisdiction in the world that issues patents provides both third parties and applicants an opportunity to
seek a further review of an issued patent. The specific process for requesting and considering such reviews are specific
to the jurisdiction that issued the patent in question, and generally do not include claims for monetary damages or
specific claims of infringement. The conclusions made by the reviewing administrative bodies tend to be appealable
and generally are limited in scope and applicability to the specific claims and jurisdiction in question.
We believe that opposition proceedings are frequently commenced in the ordinary course of business by third parties
who may believe that a specific patent or claims in the patent do not comply with the technical or legal requirements
of the specific jurisdiction in which the patent was issued. We view these proceedings as reflective of our goal of
obtaining the broadest legally permissible patent coverage permitted in each jurisdiction. Once a proceeding is
initiated, the issued patent continues to be presumed valid until the jurisdiction’s applicable administrative body issues
a final non-appealable decision. Depending on the jurisdiction, the outcome of these proceedings could include
affirmation, denial or modification of some or all of the originally issued claims. We believe that as our portfolio
increases in size, so will the number of these proceedings.
Below are summaries of proceedings that have been commenced against certain issued patents that are either
exclusively licensed to us or which are now assigned to us. We do not believe that the confirmation, loss or
modification of our rights in any individual claim or set of claims that are the subject of the following legal
proceedings would have a material impact on our material sales or licensing business or on our consolidated financial
statements, including our consolidated statements of income, as a whole. However, as noted within the descriptions,
some of the following proceedings involve issued patents that relate to our fundamental phosphorescent OLED
technologies and we intend to vigorously defend against claims that, in our opinion, seek to restrict or reduce the
scope of the originally issued claim, which may require the expenditure of significant amounts of our resources. In
certain circumstances, when permitted, we may also utilize the proceedings to request modification of the claims to
better distinguish the patented invention from any newly identified prior art and/or improve the claim scope of the
patent relative to commercially important categories of the invention. The entries marked with an "*" relate to our
UniversalPHOLED phosphorescent OLED technology, some of which may be commercialized by us.
Opposition to European Patent No. 0946958
On December 8, 2006, Cambridge Display Technology Ltd. (CDT), which was acquired in 2007 by Sumitomo, filed a
Notice of Opposition to European Patent No. 0946958 (EP '958 patent), which relates to our FOLED™ flexible OLED
technology. The EP '958 patent, which was issued on March 8, 2006, is a European counterpart patent to U.S. patents
5,844,363; 6,602,540; 6,888,306; and 7,247,073. These patents are exclusively licensed to us by Princeton, and we are
required to pay all legal costs and fees associated with this proceeding.
On November 26, 2009 the European Patent Office (the EPO) issued its written decision to reject the opposition and
to maintain the patent as granted. On April 12, 2010, CDT filed an appeal to the EPO panel decision. On August 19,
2010, we filed a timely response to the EPO panel decision.
At this time, based on our current knowledge, we believe that the EPO panel decision will be upheld on appeal.
However, we cannot make any assurances of this result.
Opposition to European Patent No. 1449238*
In 2007, Sumation Company Limited (Sumation), a joint venture between Sumitomo and CDT, Merck Patent GmbH,
of Darmstadt, Germany, and BASF Aktiengesellschaft, of Mannheim, Germany, filed Notices of Opposition to
European Patent No 1449238 (EP '238 patent). The EP '238 patent, which was issued on November 2, 2006, is a
European counterpart patent, in part, to U.S. patents 6,830,828; 6,902,830; 7,001,536; 7,291,406; 7,537,844; and
7,883,787; and to pending U.S. patent applications 13/009,001, filed on January 19, 2011, and 13/205,290, filed on
August 9, 2011 (hereinafter the “U.S. '828 Patent Family”). They are exclusively licensed to us by Princeton, and we are
required to pay all legal costs and fees associated with this proceeding.
On January 13, 2012, the EPO issued a decision to maintain the patent with claims directed to OLEDs comprising
phosphorescent organometallic iridium compounds.
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All the parties appealed the EPO's panel decision. An Oral Hearing was held in the EPO on November 22, 2013, in
which the EPO Appellate Board reversed the decision of the prior panel and revoked the patent in its entirety. We
received a final written decision on February 21, 2014. We are currently evaluating whether to proceed with an appeal
of the decision to the Enlarged Board of Appeals, or simply continue prosecuting claims directed to the invention in
additional related pending divisional applications in the EPO which claim priority from the same original priority
application.
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Opposition to European Patent No. 1394870*
On April 20, 2010, Merck Patent GmbH; BASF Schweitz AG of Basel, Switzerland; Osram GmbH of Munich,
Germany; Siemens Aktiengesellschaft of Munich, Germany; and Koninklijke Philips Electronics N.V., of Eindhoven,
The Netherlands filed Notices of Opposition to European Patent No. 1394870 (the EP '870 patent). The EP '870
patent, which was issued on July 22, 2009, is a European counterpart patent, in part, to U.S. patents 6,303,238;
6,579,632; 6,872,477; 7,279,235; 7,279,237; 7,488,542; 7,563,519; and 7,901,795; and to pending U.S. patent
application 13/035,051, filed on February 25, 2011 (hereinafter the “U.S. '238 Patent Family”). They are exclusively
licensed to us by Princeton, and we are required to pay all legal costs and fees associated with this proceeding.
The matter has been briefed and an oral hearing has been scheduled by the EPO in the second quarter of 2014.
At this time, based on our current knowledge, we believe there is a substantial likelihood that the patent being
challenged will be declared valid and that all or a significant portion of our claims will be upheld. However, we
cannot make any assurances of this result.
Invalidation Trials in Japan for Japan Patent Nos. 4357781 and 4358168*
On May 24, 2010, we received Notices of Invalidation Trials against Japan Patent Nos. 4357781 (the JP '781 patent)
and 4358168 (the JP '168 patent), which were both issued on August 14, 2009. The requests were filed by
Semiconductor Energy Laboratory Co., Ltd. (SEL). The JP '781 and JP '168 patents are Japanese counterpart patents,
in part, to the above-noted U.S. '828 Patent Family. They are exclusively licensed to us by Princeton, and we are
required to pay all legal costs and fees associated with this proceeding.
On March 31, 2011, we learned that the Japanese Patent Office (JPO) had issued decisions finding all claims in the JP
'781 and JP '168 patents invalid.
Both parties appealed this matter to the Japanese IP High Court. On November 7, 2012, we were notified that the
Japanese IP High Court had reversed the JPO's finding of invalidity and remanded the case back to the JPO for further
consideration.
In a decision reported to us on April 15, 2013, all claims in our JP '781 and JP '168 patents were upheld as valid by the
JPO. Our opponent appealed this decision.
At this time, based on our current knowledge, we believe that the claims on the patents should be upheld. However,
we cannot make any assurances of this result.
Invalidation Trial in Japan for Japan Patent No. 4511024*
On June 16, 2011, we learned that a Request for an Invalidation Trial was filed in Japan for our Japanese Patent No.
JP-4511024 (the JP '024 patent), which issued on May 14, 2010. The Request was filed by SEL, the same opponent as
in the above-noted Japanese Invalidation Trials for the JP '781 and JP '168 patents. The JP '024 patent is a counterpart
patent, in part, to the U.S. '238 Patent Family, which relate to the EP '870 patent, which is subject to one of the
above-noted European oppositions and which relates to our UniversalPHOLED phosphorescent OLED technology.
They are exclusively licensed to us by Princeton, and we are required to pay all legal costs and fees associated with
this proceeding.
On May 10, 2012, we learned that the JPO issued a decision upholding the validity of certain claimed inventions in
the JP '024 Patent but invalidating the broadest claims in the patent. We appealed the JPO’s decision to the Japanese IP
High Court. On October 31, 2013, the Japanese IP High Court ruled that the prior art references relied on by the JPO
did not support the JPO’s findings, reversed the JPO’s decision with respect to the previously invalidated broad claims
in the JP ‘024 patent and remanded the matter back to the JPO for further consideration consistent with its decision.
At this time, based on our current knowledge, we believe that the patent being challenged should be declared valid and
that all or a significant portion of our claims should be upheld. However, we cannot make any assurances of this
result.
Opposition to European Patent No. 1252803*
On July 12 and 13, 2011, Sumitomo, Merck Patent GmbH and BASF SE, of Ludwigshaven, Germany filed
oppositions to our European Patent No. 1252803 (the EP '803 patent). The EP '803 patent, which was issued on
October 13, 2010, is a European counterpart patent, in part, to the U.S. '828 Patent Family. They are exclusively
licensed to us by Princeton, and we are required to pay all legal costs and fees associated with this proceeding.
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On December 7, 2012 the EPO rendered a decision at an Oral Hearing wherein it upheld the broadest claim of the
granted patent. All three opponents filed an appeal.
At this time, based on our current knowledge, we believe there is a substantial likelihood that the patent being
challenged will be declared valid and that all or a significant portion of our claims will be further upheld on appeal.
However, we cannot make any assurances of this result.
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Opposition to European Patent No. 1390962
On November 16, 2011, Osram AG and BASF SE each filed a Notice of Opposition to European Patent No. 1390962
(EP '962 patent), which relates to our white phosphorescent OLED technology. The EP '962 patent, which was issued
on February 16, 2011, is a European counterpart patent to U.S. patents 7,009,338 and 7,285,907. They are exclusively
licensed to us by Princeton, and we are required to pay all legal costs and fees associated with this proceeding.
The EPO combined the oppositions into a single opposition proceeding. We expect the EPO to schedule a hearing on
this matter in the first half of 2014.
At this time, based on our current knowledge, we believe there is a substantial likelihood that the patent being
challenged will be declared valid, and that all or a significant portion of our claims will be upheld. However, we
cannot make any assurances of this result.
Opposition to European Patent No. 1933395*
On February 24 and 27, 2012, Sumitomo, Merck Patent GmbH and BASF SE filed oppositions to our European Patent
No. 1933395 (the EP '395 patent). The EP '395 patent is a counterpart patent to the above-noted JP '168 patent, and, in
part, to the U.S. '828 Patent Family. This patent is exclusively licensed to us by Princeton, and we are required to pay
all legal costs and fees associated with this proceeding.
At an Oral Hearing on October 14, 2013, the EPO panel issued a decision that affirmed the basic invention and broad
patent coverage in the EP '395 patent, but narrowed the scope of the original claims.
We intend to appeal the ruling to reinstate a broader set of claims. This patent, as originally granted by the EPO,
would be deemed valid during the pendency of an appeals process.
In addition to the above proceedings, from time to time, we may have other proceedings that are pending which relate
to patents we acquired as part of the Fuji Patent acquisition or which to relate to technologies that are not currently
widely utilized in the marketplace.
EXECUTIVE OFFICERS OF THE REGISTRANT
The following table sets forth certain information with respect to our executive officers as of February 24, 2014:
Name Age Position
Sherwin I. Seligsohn 78 Founder and Chairman of the Board of Directors
Steven V. Abramson 62 President, Chief Executive Officer and Director

Sidney D. Rosenblatt 66 Executive Vice President, Chief Financial Officer, Treasurer, Secretary and
Director

Julia J. Brown 52 Senior Vice President and Chief Technical Officer

Michael G. Hack 57 Vice President of Strategic Product Development and General Manager, OLED
Lighting & Custom Displays

Janice K. Mahon 56 Vice President of Technology Commercialization and General Manager, PHOLED
Material Sales Business

Mauro Premutico 48 Vice President, Legal and General Manager, Patents and Licensing

Our Board of Directors has appointed these executive officers to hold office until their successors are duly appointed.
Sherwin I. Seligsohn is our Founder and has been the Chairman of our Board of Directors since June 1995. He also
served as our Chief Executive Officer from June 1995 through December 2007, and as our President from June 1995
through May 1996. Mr. Seligsohn serves as the sole Director, President and Secretary of American Biomimetics
Corporation, International Multi-Media Corporation, and Wireless Unified Network Systems Corporation. He was
also previously the Chairman of the Board of Directors, President and Chief Executive Officer of Global Photonic
Energy Corporation (GPEC) since its inception until April 2012, when he resigned from his positions at GPEC. Since
that time, the only relationship Mr. Seligsohn has had with GPEC is as a shareholder and option holder. From June
1990 to October 1991, Mr. Seligsohn was Chairman Emeritus of InterDigital Communications, Inc. (InterDigital),
formerly International Mobile Machines Corporation. He founded InterDigital and from August 1972 to June 1990
served as its Chairman of the Board of Directors. Mr. Seligsohn is a member of the Industrial Advisory Board of the
Princeton Institute for the Science and Technology of Materials (PRISM) at Princeton.
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Steven V. Abramson is our President and Chief Executive Officer, and has been a member of our Board of Directors
since May 1996. Mr. Abramson served as our President and Chief Operating Officer from May 1996 through
December 2007. From March 1992 to May 1996, Mr. Abramson was Vice President, General Counsel, Secretary and
Treasurer of Roy F. Weston, Inc., a worldwide environmental consulting and engineering firm. From December 1982
to December 1991, Mr. Abramson held various positions at InterDigital, including General Counsel, Executive Vice
President and General Manager of the Technology Licensing Division. 
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Sidney D. Rosenblatt is an Executive Vice President and has been our Chief Financial Officer, Treasurer and
Secretary since June 1995. He also has been a member of our Board of Directors since May 1996. Mr. Rosenblatt was
the owner of S. Zitner Company from August 1990 through August 2010 and served as its President from August
1990 through December 1998. From May 1982 to August 1990, Mr. Rosenblatt served as the Senior Vice President,
Chief Financial Officer and Treasurer of InterDigital.
Julia J. Brown, Ph.D. is a Senior Vice President and has been our Chief Technical Officer since June 2002. She joined
us in June 1998 as our Vice President of Technology Development. From November 1991 to June 1998, Dr. Brown
was a Research Department Manager at Hughes Research Laboratories where she directed the pilot line production of
high-speed Indium Phosphide-based integrated circuits for insertion into advanced airborne radar and satellite
communication systems. Dr. Brown received an M.S. and Ph.D. in Electrical Engineering/Electrophysics at USC
under the advisement of Professor Stephen R. Forrest. Dr. Brown has served as an Associate Editor of the Journal of
Electronic Materials and as an elected member of the Electron Device Society Technical Board. She co-founded an
international engineering mentoring program sponsored by the Institute of Electrical and Electronics Engineers (IEEE)
and is a Fellow of the IEEE. Dr. Brown has served on numerous technical conference committees and is presently a
member of the Society of Information Display.
Michael G. Hack, Ph.D. has been our Vice President of Strategic Product Development since October 1999, and
became the General Manager of OLED Lighting & Custom Displays in January 2010. Prior to joining us, Dr. Hack
was associated with dpiX, a Xerox Company, where from 1996 to 1999 he was responsible for manufacturing flat
panel displays and digital medical imaging products based on amorphous silicon TFT technology. Previously, Dr.
Hack was a Principal Scientist with Xerox PARC, engaged in the research of material and device aspects of
amorphous- and poly-silicon as related to flat panel displays. Dr. Hack received his Ph.D. degree from Cambridge
University, England in 1981, and in 2007 he was elected a Fellow of the Society for Information Display.
Janice K. Mahon has been our Vice President of Technology Commercialization since January 1997, and became the
General Manager of our PHOLED Material Sales Business in January 2007. From 1992 to 1996, Ms. Mahon was Vice
President of SAGE Electrochromics, Inc., a thin-film electrochromic technology company, where she oversaw a
variety of business development, marketing and finance and administrative activities. From 1984 to 1989, Ms. Mahon
was a Vice President and General Manager for Chronar Corporation, a leading developer and manufacturer of
amorphous silicon photovoltaic (PV) panels. Prior to that, Ms. Mahon worked as Senior Engineer for the Industrial
Chemicals Division of FMC Corporation. Ms. Mahon received her B.S. in Chemical Engineering from Rensselaer
Polytechnic Institute in 1979, and an M.B.A. from Harvard University in 1984. Ms. Mahon was a member of the
Technical Council of the FlexTech Alliance from 1997 through 2010, and a member of its Governing Board from
2008 through 2010. Ms. Mahon has also served as chairperson of the Marketing Committee for the OLED Association
since the beginning of 2009. Ms. Mahon has also been a member of the Board of Directors of the OLED Association
since 2013.
Mauro Premutico has been our Vice President of Legal and General Manager of Patents and Licensing since April
2012. Prior to joining us, Mr. Premutico was the Managing Vice President and Chief Patent Counsel for The Walt
Disney Company from 2009 to 2012, and Vice President of Intellectual Property and Associate General Counsel for
Lenovo Group Ltd. from 2005 to 2009. Mr. Premutico was also Special Counsel at the international law firm of
Cleary, Gottlieb, Steen & Hamilton from 2002 until 2005 where he served as the co-head of the New York's office
Intellectual Property and Technology Law practice. Mr. Premutico received his law degree from Boston University
School of Law and a BSEE from Worcester Polytechnic Institute.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS ANDISSUER PURCHASES OF EQUITY SECURITIES
Our Common Stock
Our common stock is quoted on the NASDAQ Global Market under the symbol “OLED.” The following table sets forth,
for the periods indicated, the high and low closing prices of our common stock as reported on the NASDAQ Global
Market.

High Close Low Close
2013
Fourth Quarter $38.20 $29.15
Third Quarter 37.93 27.16
Second Quarter 33.35 26.02
First Quarter 34.55 25.20
2012
Fourth Quarter $34.91 $22.52
Third Quarter 43.58 30.76
Second Quarter 45.16 27.24
First Quarter 47.83 32.48
As of February 24, 2014, there were approximately 299 holders of record of our common stock.
We have never declared or paid cash dividends on our common stock. We currently intend to retain any future
earnings for the operation and expansion of our business. We do not anticipate declaring or paying cash dividends on
our common stock in the foreseeable future. Any future payment of cash dividends on our common stock will be at
the discretion of our Board of Directors and will depend upon our results of operations, earnings, capital requirements,
contractual restrictions and other factors deemed relevant by our Board of Directors.
Share Repurchases
During the quarter ended December 31, 2012, we announced that the Board of Directors had approved a program to
repurchase up to $50 million of our outstanding shares of common stock from time to time over the next twelve
months (the Repurchase Program). The amount and timing of repurchases depended on a number of factors, including
the price, availability of shares of our common stock, trading volume and general market conditions. The repurchases
could be made on the open market, in block trades or otherwise. The Repurchase Program ended during the quarter
ended December 31, 2013.
Additionally, during the quarter ended December 31, 2013, we acquired 98 shares of common stock through
transactions related to the vesting of restricted share awards previously granted to employees of ours. Upon vesting,
the employees turned in shares of common stock in amounts sufficient to pay the minimum statutory tax withholding
at rates required by the relevant tax authorities.
The following table provides information relating to the shares we received and repurchased during the fourth quarter
of 2013 (dollar amounts in thousands, other than per share amounts):

Period
Total Number
of Shares
Purchased

Weighted
Average Price
Paid per Share

Total Number
of Shares
Purchased as
Part of Publicly
Announced
Program

Approximate
Dollar Value of
Shares that May
Yet Be
Purchased
Under the
Program

October 1 – October 31 98 $30.86 n/a $—
November 1 – November 30 — — n/a —
December 1 – December 31 — — n/a —
Total 98 — — —
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Performance Graph
The performance graph below compares the change in the cumulative shareholder return of our common stock from
December 31, 2008 to December 31, 2013, with the percentage change in the cumulative total return over the same
period on (i) the Russell 2000 Index, and (ii) the Nasdaq Electronics Components Index. This performance graph
assumes an initial investment of $100 on December 31, 2008 in each of our common stock, the Russell 2000 Index
and the Nasdaq Electronics Components Index.

Cumulative Total Return
12/08 12/09 12/10 12/11 12/12 12/13

Universal Display Corp. 100.00 130.79 324.34 388.25 271.11 363.60
Russell 2000 100.00 127.17 161.32 154.59 179.86 249.69
NASDAQ Electronic Components 100.00 156.84 178.93 170.31 175.62 235.40
Securities Authorized for Issuance under Equity Compensation Plans
The information required by this item with respect to our equity compensation plans will be set forth in our Proxy
Statement, and is incorporated herein by reference.
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ITEM 6. SELECTED FINANCIAL DATA
The following selected consolidated financial data has been derived from, and should be read in conjunction with, our
Consolidated Financial Statements and the notes thereto, and with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” included elsewhere in this report.
(in thousands, except share and per share data) Year Ended December 31,

2013 2012 2011 2010 2009
Operating Results:
Total revenue $146,639 $83,244 $61,289 $30,545 $15,787
Cost of material sales 28,889 4,528 3,731 888 374
Research and development expense 34,215 30,032 24,129 21,695 21,122
Selling, general and administrative expense 24,745 19,550 18,940 13,041 10,922
Patent costs and amortization of acquired
technology 17,273 13,385 7,442 4,271 3,240

Interest income 811 1,240 994 279 670
Income tax benefit (expense) (1) 35,044 (5,208 ) 714 134 130
Net income (loss) 74,052 9,660 3,155 (19,917 ) (20,505 )
Net income (loss) per common share, basic $1.61 $0.21 $0.07 $(0.53 ) $(0.56 )
Net income (loss) per common share, diluted $1.59 $0.21 $0.07 $(0.53 ) $(0.56 )
Unaudited non-GAAP Measures:
Adjusted net income (loss)* 32,634 ** 9,660 3,155 (19,917 ) (20,505 )
Adjusted net income (loss) per common share,
basic* $0.71 ** $0.21 $0.07 $(0.53 ) $(0.56 )

Adjusted net income (loss) per common share,
diluted* $0.70 ** $0.21 $0.07 $(0.53 ) $(0.56 )

Balance Sheet Data:
Total assets $462,754 $385,524 $373,878 $92,327 $80,140
Current liabilities 23,229 22,299 19,517 25,045 13,966
Shareholders’ equity 427,686 350,235 342,227 57,430 59,628
Other Financial Data:
Working capital $303,819 $245,246 $342,787 $57,355 $53,664
Capital expenditures 4,710 2,737 2,624 369 259
Additions to intangibles 359 109,102 440 — —
Weighted average shares used in computing basic
net income (loss) per common share 45,898,019 45,951,276 43,737,968 37,567,374 36,479,331

Weighted average shares used in computing
diluted net income (loss) per common share 46,543,605 46,883,602 45,140,394 37,567,374 36,479,331

Shares of common stock outstanding, end of
period 46,423,667 46,355,535 46,113,296 38,936,571 36,818,440

_______________________________________________
(1) During the year ended December 31, 2013, we released income tax valuation allowances of $59.4 million.
* The unaudited adjusted presentation is a non-GAAP measure which reflects our operating results excluding the
impact of the release of certain income tax valuation allowances (including the impact of recording a deferred income
tax provision subsequent to the release)for the year ended December 31, 2013. The adjusted presentation is intended
to present our net income and net income per common share information for the year ended December 31, 2013 as if
the income tax valuation allowances were not reversed, consistent with prior years.
** Refer to the reconciliation of non-GAAP measures below for more detail.
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Reconciliation of non-GAAP measures
The following table details our reconciliation of non-GAAP measures to the most directly comparable GAAP
measures:
(in thousands, except per share data) Year Ended December 31,

2013 2012 2011 2010 2009
(Unaudited)

Operating Results:
Net income (loss) $74,052 $9,660 $3,155 $(19,917 ) $(20,505 )
Non-GAAP Reconciling Items:
Deferred income tax expense 17,934 — — — —
Release of income tax valuation allowances (59,352 ) — — — —
Total non-GAAP reconciling items (41,418 ) — — — —
Non-GAAP Measures:
Adjusted net income (loss) $32,634 $9,660 $3,155 $(19,917 ) $(20,505 )
Adjusted net income (loss) per common share,
basic * $0.71 $0.21 $0.07 $(0.53 ) $(0.56 )

Adjusted net income (loss) per common share,
diluted ** $0.70 $0.21 $0.07 $(0.53 ) $(0.56 )

_______________________________________________
* The adjusted net income (loss) per common share, basic is derived from dividing adjusted net income by the number
of weighted average shares used in computing basic net income (loss) per common share.
**The adjusted net income per common share, diluted for the year ended December 31, 2013, is derived from dividing
adjusted net income by adjusted weighted average shares of 46,582,347, which excludes the amount of any excess tax
benefits in assumed proceeds in calculating the weighted average shares using the treasury stock method. The
exclusion is intended to present our diluted net income per common share for the year ended December 31, 2013 as if
our assessment of the future realizability of our deferred tax assets did not change and the income tax valuation
allowances were not reversed, consistent with prior periods. For the years ended December 31, 2009 to 2012, there is
no difference between net income (loss) per common share and adjusted net income (loss) per common share.
Non-GAAP Measures
To supplement our selected financial data presented in accordance with U.S. generally accepted accounting principles
(GAAP), we are providing certain non-GAAP measures. These non-GAAP measures include adjusted net income
(loss), adjusted net income (loss) per common share, basic and adjusted income (loss) per common share, diluted.
Reconciliation to the most directly comparable GAAP measures of all non-GAAP measures included in the
presentation can be found within the table detailing the reconciliation of non-GAAP measures to GAAP measures
above.
We have provided these non-GAAP measures to enhance investors' overall understanding of our current financial
performance, and as a means to evaluate period-to-period comparisons. We believe that these non-GAAP measures
provide meaningful supplemental information regarding our financial performance by excluding the effect of the
release of income tax valuation allowances that may not be indicative of recurring core business operating results. We
believe that the non-GAAP measures that exclude the impact of the release of income tax valuation allowances
including recording a deferred income tax provision subsequent to the release of the allowances, when viewed with
GAAP results, enhance the comparability or results against prior periods and allow for greater transparency of
financial results. The presentation of non-GAAP measures is not intended to be considered in isolation or as a
substitute for, or superior to, the financial information prepared and presented in accordance with GAAP.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the section entitled “Selected Financial Data” in this report and our Consolidated Financial Statements
and related notes to this report. This discussion and analysis contains forward-looking statements based on our current
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expectations, assumptions, estimates and projections. These forward-looking statements involve risks and
uncertainties. Our actual results could differ materially from those indicated in these forward-looking statements as a
result of certain factors, as more fully discussed in Item 1A of this report, entitled “Risk Factors.”
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OVERVIEW
We are a leader in the research, development and commercialization of organic light emitting diode, or OLED,
technologies and materials for use in displays for smartphones, tablets and televisions as well as solid-state lighting
applications. Since 1994, we have been exclusively engaged, and expect to continue to be primarily engaged, in
funding and performing research and development activities relating to OLED technologies and materials, and
commercializing these technologies and materials. We derive our revenue from the following:
•sales of OLED materials for evaluation, development and commercial manufacturing;
•intellectual property and technology licensing; and

•technology development and support, including government contract work and support provided to third parties forcommercialization of their OLED products.
Material sales relate to our sale of OLED materials for incorporation into our customers’ commercial OLED products
or for their OLED development and evaluation activities. Material sales are recognized at the time of shipment or at
time of delivery, and passage of title, depending upon the contractual agreement between the parties.
We receive license and royalty payments under certain commercial, development and technology evaluation
agreements, some of which are non-refundable advances. These payments may include royalty and license fees made
pursuant to license agreements and also license fees included as part of certain commercial supply agreements. Certain
of the payments under development and technology evaluation agreements are creditable against future amounts
payable under commercial license agreements that the parties may subsequently enter into and, as such, are deferred
until such commercial license agreements are executed or negotiations have ceased and our management determines
that there is no appreciable likelihood of executing a commercial license agreement with the other party. Revenue
would then be recognized over the term of the agreement or the expected useful life of the relevant licensed
technology, for perpetual licenses, if there is an effective commercial license agreement or amounts are not creditable
against future commercial license fees, or at the time our management determines that there is no appreciable
likelihood of an executable commercial license agreement. For arrangements with extended payment terms where the
fee is not fixed and determinable, we recognize revenue when the payment is due and payable. Royalty revenue and
license fees included as part of commercial supply agreements are recognized when earned and the amount is fixed
and determinable.
Currently, our most significant commercial license agreement, which runs through the end of 2017, is with SDC and
covers the manufacture and sale of specified OLED display products. Under this agreement, we are being paid a
license fee, payable in semi-annual installments over the agreement term of 6.4 years. The installments, which are due
in the second and fourth quarter of each year, increase on an annual basis over the term of the agreement. The
agreement conveys to SDC the non-exclusive right to use certain of our intellectual property assets for a limited
period of time that is less than the estimated life of the assets. Ratable recognition of revenue is impacted by the
agreement's extended increasing payment terms in light of our limited history with similar agreements. As a result
revenue is recognized at the lesser of the proportional performance approach (ratable) and the amount of due and
payable fees from SDC. Given the increasing contractual payment schedule, license fees under the agreement are
recognized as revenue when they become due and payable, which is currently scheduled to be in the second and fourth
quarter of each year.
At the same time we entered into the current patent license agreement with SDC, we also entered into a new
supplemental material purchase agreement with SDC. Under the current supplemental material purchase agreement,
SDC agrees to purchase from us a minimum dollar amount of phosphorescent emitter materials for use in the
manufacture of licensed products. This minimum purchase commitment is subject to SDC’s requirements for
phosphorescent emitter materials and our ability to meet these requirements over the term of the supplemental
agreement. The minimum purchase amounts increase on an annual basis over the term of the supplemental
agreement. These amounts were determined through negotiation based on a number of factors, including, without
limitation, estimates of SDC’s OLED business growth as a percentage of published OLED market forecasts and SDC’s
projected minimum usage of red and green phosphorescent emitter materials over the term of the agreement.
Technology development and support revenue is revenue earned from government contracts, development and
technology evaluation agreements and commercialization assistance fees, which includes reimbursements by
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government entities for all or a portion of the research and development costs we incur in relation to our government
contracts. Revenues are recognized proportionally as research and development costs are incurred, or as defined
milestones are achieved.
While we have made significant progress over the past few years developing and commercializing our family of
OLED technologies (including our PHOLED, TOLED, FOLED technologies) and materials, and have generated net
income over the past three years, we incurred significant losses prior to this period, resulting in an accumulated deficit
of $130.2 million as of December 31, 2013.
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We anticipate fluctuations in our annual and quarterly results of operations due to uncertainty regarding, among other
factors:
•the timing, cost and volume of sales of our OLED materials;

•the timing of our receipt of license fees and royalties, as well as fees for future technology development andevaluation;

•the timing and magnitude of expenditures we may incur in connection with our ongoing research and developmentand patent-related activities; and
•the timing and financial consequences of our formation of new business relationships and alliances.
Critical Accounting Policies and Estimates
The discussion and analysis of our financial condition and results of operations is based on our consolidated financial
statements, which have been prepared in accordance with U.S. generally accepted accounting principles. The
preparation of these financial statements requires us to make estimates and judgments that affect our reported assets
and liabilities, revenues and expenses, and other financial information. Actual results may differ significantly from our
estimates under other assumptions and conditions.
We believe that our accounting policies related to revenue recognition and deferred revenue, the valuation of certain
investments, the valuation and recoverability of acquired technology, stock-based compensation, income taxes and our
Supplemental Executive Retirement Plan, as described below, are our “critical accounting policies” as contemplated by
the SEC. These policies, which have been reviewed with our Audit Committee, are discussed in greater detail below.
Revenue Recognition and Deferred Revenue
Technology development and support revenue is revenue earned from government contracts, development and
technology evaluation agreements and commercialization assistance fees, which includes reimbursements by the U.S.
government for all or a portion of the research and development expenses we incur related to our government
contracts. Revenue is recognized proportionally as research and development expenses are incurred or as defined
milestones are achieved. In order to ascertain the revenue associated with these contracts for a period, we estimate the
proportion of related research and development expenses incurred and whether defined milestones have been
achieved. Different estimates would result in different revenues for the period.
We receive non-refundable advance license and royalty payments under certain commercial, development and
technology evaluation agreements with our customers. These payments are generally recognized as revenue over the
term of the agreement. On occasion, however, certain of the payments under development and evaluation agreements
are creditable against future amounts payable under commercial license agreements that the parties may subsequently
enter into and, as such, are classified as deferred revenue, and are recorded as liabilities in the consolidated balance
sheet until such time as revenue can be recognized. Revenue is deferred until such commercial license agreements are
executed or negotiations have ceased and our management determines that there is no appreciable likelihood of
executing a commercial license agreement with the other party. If a commercial license agreement is executed,
payments are recorded as revenue over the term of the agreement or the estimated useful life of the licensed
technology, for perpetual licenses. Otherwise, payments deferred pending a commercial license are recorded as
revenue at the time our management determines that negotiations with the customer show that there is no appreciable
likelihood of executing a commercial license agreement. For arrangements with extended payment terms where the
fee is not fixed and determinable, we recognize revenue when the payment is due and payable. If we used different
estimates for the useful life of the licensed technology, or formed a different judgment on the likelihood of executing a
commercial license agreement or if fees are fixed and determinable, reported revenue during the relevant period would
differ. As of December 31, 2013, $4.3 million was recorded as deferred revenue. For the years ended December 31,
2013 and 2012, approximately $1.5 million and $1.9 million of revenue was recognized, respectively, relating to cash
payments received that were creditable against license fees and/or royalties for which we determined there was no
appreciable likelihood of executing a license agreement with the customer.
Short-term and Long-term Investments
We have invested in convertible promissory notes issued by two private companies, both of which are early-stage
companies still defining their strategic direction and business models. The carrying value of our convertible
promissory note investment portfolio totaled $4.3 million as of December 31, 2013. For additional information, see
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Our convertible promissory note investments are currently classified within long-term investments on the consolidated
balance sheet.
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These convertible promissory note investments are inherently risky as the notes lack a ready market for resale, and the
note issuer’s success is dependent on product development, market acceptance, operational efficiency, the ability of the
investee companies to raise additional funds in financial markets that can be volatile, and other key business factors.
The companies we have invested in could fail or not be able to raise additional funds when needed. These events
could cause our investments to significantly decrease in value. In addition, financial market volatility could negatively
affect our ability to realize value in our investments through liquidity events such as mergers and private sales.
We determine the fair value of our convertible promissory note investments portfolio quarterly. The fair value of our
convertible promissory note investments is determined through the consideration of whether the investee is
experiencing financial difficulty, overall trends in interest rates and other factors. Management also performs an
evaluation of the probability that the borrower will be in payment default on any of its debt in the foreseeable future.
The evaluation requires significant judgment and includes quantitative and qualitative analysis of identified events or
circumstances affecting the investee, which may impact the fair value of the investment, such as:
•the investee’s revenue and earnings trends relative to pre-defined milestones and overall business prospects;
•the technological feasibility of the investee’s products and technologies;

•the general market conditions in the investee’s industry or geographic area, including adverse regulatory or economicchanges;

•factors related to the investee’s ability to remain in business, such as the investee’s liquidity, debt ratios, and the rate atwhich the investee is using its cash; and
•the investee’s receipt of additional funding at a lower valuation.
Changes in fair value of the investments are recorded as unrealized gains and losses in other comprehensive income
(loss). If a decline in fair value of a convertible promissory note investment below our carrying value is deemed to be
other than temporary, the amortized cost basis of our investment will be written down by the amount of the
other-than-temporary impairment with a resulting charge to net income. There were no other-than-temporary
impairments of convertible promissory note investments as of December 31, 2013. On January 16, 2014, one of the
companies that issued us a convertible promissory note, for an original principal amount of $4.0 million, filed a
voluntary petition for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court of the
District of Delaware (Bankruptcy Court). The debtor company is seeking an Order authorizing the sale of substantially
all of its assets. On February 14, 2014, the Bankruptcy Court approved the bidding procedures in connection with the
sale of substantially all of the debtor company’s assets, including approval of a minimum stalking horse bid under
which our investment would be satisfied in full. If any qualified bids are received under the approved bidding
procedures, which are required to be superior to the current stalking horse bid, then on March 5, 2014, an auction for
the sale of the debtor’s assets is scheduled to be held. A sale hearing is currently scheduled for March 6, 2014. Based
upon our expectation of full payment resulting from the sale of the debtor company's assets and the bankruptcy
process, no impairment has been recorded as of December 31, 2013. If the sale and bankruptcy process does not occur
as expected, a full or partial impairment of the investment may be necessary.
Valuation and Recoverability of Acquired Technology
During the year ended December 31, 2012, we acquired a portfolio of patent and patent applications for $109.1
million including related costs and expenses. For additional information, see Note 5 in the Notes to Consolidated
Financial Statements.
The net book value of all our acquired technology was $94.0 million as of December 31, 2013. Acquired technology
assets are subject to amortization. These assets are currently being amortized on a straight-line basis over a period of
7.5 to 10 years which are their estimated economic lives. Changes in technology or in our intended use of these assets,
as well as changes in economic or industry factors or in our business or prospects, may cause the estimated period of
use or the value of these assets to change.
We periodically review our acquired technology assets to confirm the appropriateness of the lives. Our assessment
takes into account actual usage, our anticipated future use of the technology, and assumptions about technology
evolution. If these factors indicate that the useful life is different from the previous assessment, we would amortize the
remaining net book values prospectively over the adjusted remaining estimated useful life.
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We also regularly review our acquired OLED technologies for events or changes in circumstances that might indicate
the value of these technologies is impaired. Factors considered that could cause impairment include, among others,
significant changes in our anticipated future use of these technologies, expected revenue streams resulting from the
technologies, and our overall business strategy as it pertains to these technologies, particularly in light of patents
owned by others in the same field of use. When factors indicate that long-lived assets should be evaluated for possible
impairment, we use an estimate of the related undiscounted cash flows in measuring whether the long-lived asset
should be written down to fair value as well as if the remaining useful life is still appropriate. Measurement of the
amount of impairment would be based on generally accepted valuation methodologies, as deemed appropriate.
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Valuation of Stock-Based Compensation
We recognize in the statement of income the grant-date fair value of equity-based compensation issued to employees
and directors (see Notes 2 and 11 of the Notes to Consolidated Financial Statements). We also record an expense for
equity-based compensation grants to non-employees, in exchange for goods or services, and stock appreciation rights
(SARs) issued to employees, based on the fair value, which is remeasured over the vesting period of such awards.
The performance unit awards we grant are subject to either a performance-based or market-based vesting requirement.
For performance-based vesting, the grant-date fair value of the award, based on fair value of the Company's common
stock, is recognized over the service period, based on an assessment of the likelihood that the applicable performance
goals will be achieved and compensation expense is periodically adjusted based on actual and expected performance.
Compensation expense for performance unit awards with market-based vesting is calculated based on the estimated
fair value as of the grant date utilizing a Monte Carlo simulation model and is recognized over the service period on a
straight-line basis.
We use the Black-Scholes option-pricing model to estimate the fair value of SARs, options and warrants we have
granted for purposes of recording charges to the statement of income. In order to calculate the fair value of the SARs,
options and warrants, assumptions are made for certain components of the model, including expected volatility,
expected dividend yield rate and expected life. Expected volatilities utilized in the model are based on the historical
volatility of our stock price over a period commensurate with the expected life of the award. The risk-free interest rate
is derived from the U.S. Treasury yield curve in effect at the time of grant. In the case of stock options granted to
employees, we estimate the expected term of options granted based on our historical experience with our employees’
exercise of stock options. In the case of stock options and warrants granted to non-employees, the contractual life is
used. Although we use our best estimates when setting these assumptions, changes to the assumptions could cause
significant adjustments to the valuation of future grants or the remeasurement of awards.
Accounting for Income Taxes
We are subject to income taxes in both the U.S. and foreign jurisdictions. Significant judgments and estimates are
required in evaluating our tax positions for future realization and determining our provision for income taxes. Our
income tax expense, deferred tax assets and liabilities, and reserves for unrecognized tax benefits reflect
management's best assessment of estimated future taxes to be paid.
Our income tax benefit during the year ended December 31, 2013 was the result of the release of valuation allowances
offset by foreign withholding taxes. The foreign taxes are primarily related to foreign taxes withheld on royalty and
license fees paid to the U.S. operating entity. SDC has been required to withhold tax upon payment of royalty and
license fees to the U.S. operating entity at a rate of 16.5%. In assessing the realizability of deferred tax assets, we
consider whether it is more likely than not that some portion or all of our deferred tax assets will not be realized. The
ultimate realization of deferred tax assets is dependent on our ability to generate future taxable income to obtain
benefit from the reversal of temporary differences, net operating loss carryforwards and tax credits. As part of our
assessment we consider the scheduled reversal of deferred tax liabilities, projected future taxable income, and tax
planning strategies. During the year ended December 31, 2013, based on previous earnings history, a current
evaluation of expected future taxable income and other evidence, we determined it is more likely than not that our
federal and the majority of our state deferred tax assets will be realized. Therefore, we released all valuation
allowances except the portion that relates to UDC Ireland, New Jersey research and development credits and a portion
of foreign tax credits.
Actual results could differ from our assessments if adequate taxable income is not generated in future periods. To the
extent in the future we no longer believe that recovery is more likely than not, we would be required to re-establish a
valuation allowance to reduce deferred tax assets to the amount considered realizable. To the extent we establish a
new valuation allowance or change a previously established valuation allowance in a future period, income tax
expense will be impacted. In addition, our ability to use our federal net operating loss carryforwards could be subject
to limitation because of certain ownership changes. Net deferred tax assets totaled $40.7 million, representing, 8.8%
of total assets, as of December 31, 2013.
Although we generated income before income taxes during the years ended December 31, 2012 and 2011, there was
no provision for United States federal or state income taxes, excluding certain estimated alternative minimum taxes

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

64



and refunds due to the utilization of net operating loss carryforwards which were offset by a full valuation allowance.
Retirement Plan
We have recorded a significant retirement plan benefit liability that is developed from actuarial valuations. The
determination of our retirement plan benefit liability requires key assumptions regarding discount rates, as well as
rates of compensation increases, retirement dates and life expectancies used to determine the present value of future
benefit payments. We determine these assumptions in consultation with, and after input from, our actuaries and
considering our experience and expectations for the future. Actual results for a given period will often differ from
assumed amounts because of economic and other factors.
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The discount rate reflects the estimated rate at which the benefit liabilities could be settled at the end of the year. The
discount rate is determined by selecting a single rate that produces a result equivalent to discounting expected benefit
payments from the plan using the Citigroup Above-Median Pension Discount Curve (the Curve). Based upon this
analysis using the Curve, we used a discount rate to measure our retirement plan benefit liability of 4.51% at
December 31, 2013. A change of 25 basis points in the discount rate would increase or decrease the expense on an
annual basis by approximately $13,000.
RESULTS OF OPERATIONS
Year Ended December 31, 2013 Compared to Year Ended December 31, 2012
We had operating income of $38.2 million for the year ended December 31, 2013, compared to operating income of
$13.7 million for the year ended December 31, 2012. The increase in operating income was due to the following:

•an increase in revenue of $63.4 million, which includes increases in both material sales and royalty and license fees,partially offset by a $3.2 million decrease in technology development and support revenue; offset by

•

an increase in operating expenses of $38.8 million, which includes a $24.4 million increase in the cost of material
sales, a $3.9 million increase in patent costs and amortization of acquired technology, a $5.2 million increase in
selling, general and administrative expenses and a $4.2 million increase in research and development expenses, all of
which are described below.
We had net income of $74.1 million (or $1.61 per basic share and $1.59 per diluted share) for the year ended
December 31, 2013, compared to net income of $9.7 million (or $0.21 per basic and diluted share) for the year ended
December 31, 2012. The increase in net income was primarily due to:
•the increase in operating income of $24.6 million; and
•a tax benefit of $35.0 million resulting primarily from the release of income tax valuation allowances.
We had adjusted net income of $32.6 million (or $0.71 per adjusted basic share and $0.70 per adjusted diluted share)
for the year ended December 31, 2013. This non-GAAP measure excludes the effect of the tax valuation allowance
releases. See the discussion of non-GAAP measures in Item 6 (Selected Financial Data) of this report.
Revenue
The following table details our revenues for the years ended December 31, 2013 and 2012 (amounts in thousands):

Year Ended December
31, Increase (Decrease)

2013 2012 $ %
REVENUE:
Material sales $95,713 $44,472 $51,241 115  %
Royalty and license fees 47,006 31,698 15,308 48  %
Technology development and support revenue 3,920 7,074 (3,154 ) (45 )%
Total revenue $146,639 $83,244 $63,395 76  %
Total revenue for the year ended December 31, 2013 increased by $63.4 million compared to the year ended
December 31, 2012. The increase in revenue was primarily the result of increased commercial chemical sales due to
the increased adoption of our technology and materials in the marketplace by display manufacturers.
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Material sales
The following table details our revenues derived from material sales for the years ended December 31, 2013 and 2012
(amounts in thousands):

Year Ended December
31, Increase (Decrease)

2013 2012 $ %
Material Sales:
Commercial material sales $88,131 $27,350 $60,781 222  %
Developmental material sales 7,582 17,122 (9,540 ) (56 )%
Total Material Sales $95,713 $44,472 $51,241 115  %
Commercial material sales for the year ended December 31, 2013 increased by $60.8 million compared to the year
ended December 31, 2012, primarily reflecting increased commercial chemical sales resulting from the adoption of
our technology and materials in the marketplace by display manufacturers. Commercial materials are materials that
have been validated by us for use in commercial OLED products.
Developmental material sales for the year ended December 31, 2013 decreased by $9.5 million compared to the year
ended December 31, 2012. The decrease in our development material sales was primarily due to a change in sales mix.
Developmental material sales are materials that have not yet been validated by us for use in commercial OLED
products.
Material sales included sales of both phosphorescent emitter and host materials which were comprised of the
following for the years ended December 31, 2013 and 2012 (amounts in thousands):

Year Ended December
31, Increase

2013 2012 $ %
Material Sales:
Phosphorescent emitter sales $61,552 $38,424 $23,128 60 %
Host material sales 34,161 6,048 28,113 465 %
Total Material Sales $95,713 $44,472 $51,241 115 %
Phosphorescent emitter sales for the year ended December 31, 2013 increased by $23.1 million compared to the year
ended December 31, 2012. The increase in our phosphorescent emitter sales was primarily due to an increase in
commercial phosphorescent emitter sales, offset by a decrease in development phosphorescent emitter sales.
Host material sales for the year ended December 31, 2013 increased by $28.1 million compared to the year ended
December 31, 2012. The increase in our host material sales was primarily due to an increase in the number of grams
sold, offset by a decrease in the average price per gram sold. We believe we can participate in the host materials
business due to our long experience in developing emitter materials, which are used together with host materials in the
emissive layer of an OLED. However, our customers are not required to purchase our host materials in order to utilize
our phosphorescent emitter materials, and the host material sales business is more competitive than the
phosphorescent emitter material sales business. Thus, our long-term prospects for host material sales are uncertain.
Royalty and license fees
Royalty and license fees were as follows for the years ended December 31, 2013 and 2012 (amounts in thousands):

Year Ended December
31, Increase

2013 2012 $ %
Royalty and license fees $47,006 $31,698 $15,308 48 %
Royalty and license fees for the year ended December 31, 2013 increased by $15.3 million compared to the year
ended December 31, 2012. The increase in our royalty and license fees mostly related to SDC, which are not
dependent on material sales. Our license fees from SDC increased $10.0 million, and our license fees based on
commercial chemical sales increased $3.8 million. During the year ended December 31, 2013, we also recognized as
revenue $1.5 million, which was previously deferred because the payment was creditable against the license fee under
a commercial license agreement in the event we entered into one with the customer. During the year ended December
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31, 2013, we determined that the likelihood of us entering into such an agreement with this customer was remote. As a
result of this determination, we recorded the $1.5 million payment as revenue in the fourth quarter of 2013.
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Technology development and support revenue
Technology development and support revenue were as follows for the years ended December 31, 2013 and 2012
(amounts in thousands):

Year Ended December
31, (Decrease)

2013 2012 $ %
Technology development and support revenue $3,920 $7,074 $(3,154 ) (45 )%
Technology development and support revenue is revenue earned from government contracts, development and
technology evaluation agreements and commercialization assistance fees, which includes reimbursements by the U.S.
government for all or a portion of the research and development expenses we incur related to our government
contracts.
Technology development and support revenue for the year ended December 31, 2013 decreased by $3.2 million
compared to the year ended December 31, 2012. The decrease is primarily related to the smaller number of
government contracts and due to the timing of revenue recognition for certain customers.
Cost of material sales
Cost of commercial material sales were as follows for the years ended December 31, 2013 and 2012 (amounts in
thousands):

Year Ended December 31,
2013 2012

Commercial material sales $88,131 $27,350
Cost of commercial material sales 28,635 4,250
% of commercial material sales 32 % 16 %
Cost of commercial material sales for the year ended December 31, 2013 increased by $24.4 million compared to the
year ended December 31, 2012. The increase in our cost of commercial material sales was primarily due to the
aforementioned 222% increase in commercial material sales as well as the product mix of materials sold. Depending
on the amounts, timing and stage of materials being classified as commercial, we expect cost of materials sales to
fluctuate from quarter to quarter. As a result of these fluctuations, and due to increased sales of commercial materials,
cost of material sales increased for the year ended December 31, 2013, compared to the same period in 2012.
Cost of commercial material sales includes the cost of producing materials that have been classified as commercial
and shipping costs for such materials, but excludes the cost of producing certain materials, which have already been
included in research and development expense. Commercial materials are materials that have been validated by us for
use in commercial OLED products.
Research and development
We incurred research and development expenses of $34.2 million for the year ended December 31, 2013, compared to
$30.0 million for the year ended December 31, 2012. The increase was primarily due to:

•increased costs of $2.8 million associated with bonus and stock-based compensation for certain executive officers aswell as increased salaries and salary-related expenses associated with new and existing employees;
•increased costs of $1.2 million related to sponsored research and development contracts; and
•increased costs of $1.3 million incurred under our agreement with PPG Industries; offset by

•decreased consulting and contract costs of $1.2 million due to decreased outsourced research and development efforts,fewer government contracts outstanding when compared to the prior year, as well as the timing of costs incurred.
Selling, general and administrative
Selling, general and administrative expenses were $24.7 million for the year ended December 31, 2013, compared to
$19.6 million for the year ended December 31, 2012. The increase was primarily due to increased costs associated
with bonus and stock-based compensation for certain executive officers as well as increased salaries and salary-related
expenses associated with new and existing employees.
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Patent costs and amortization of acquired technology
Patent costs and amortization of acquired technology increased to $17.3 million for the year ended December 31,
2013, compared to $13.4 million for the year ended December 31, 2012. The increase relates to an increase in the
duration of the year for amortization on patents purchased from Fujifilm in July 2012 (see Note 5 in Notes to
Consolidated Financial Statements for further discussion), offset by a decrease in patent costs mainly due to the timing
of legal expenses as well as an effort to reduce legal expenses.
Royalty and license expense
Royalty and license expense increased to $3.3 million for the year ended December 31, 2013, compared to $2.1
million for the year ended December 31, 2012. The increase was mainly due to increased royalties incurred under our
amended license agreement with Princeton, USC, and Michigan, resulting from higher material sales and increased
royalty and license fees. See Note 3 in Notes to Consolidated Financial Statements for further discussion.
Interest income
Interest income decreased to $811,000 for the year ended December 31, 2013, compared to $1.2 million for the year
ended December 31, 2012. The increase is primarily due to the timing of purchases of investments and an overall
lower average balance of cash held in 2013.
Income taxes
We recorded an income tax benefit of $35.0 million for the year ended December 31, 2013 compared to an income tax
expense of $5.2 million for the year ended December 31, 2012.
Our income tax benefit during the year ended December 31, 2013 was primarily the result of the release of valuation
allowances offset by foreign withholding taxes. The foreign taxes are primarily related to foreign taxes withheld on
royalty and license fees paid to the U.S. operating entity. SDC has been required to withhold tax upon payment of
royalty and license fees to the U.S. operating entity at a rate of 16.5%. During the year ended December 31, 2013, we
paid South Korea withholding taxes of $6.6 million, and received a federal refund of $226,000 related to alternative
minimum taxes.
Year Ended December 31, 2012 Compared to Year Ended December 31, 2011 
We had operating income of $13.7 million for the year ended December 31, 2012, compared to operating income of
$5.7 million for the year ended December 31, 2011. The increase in operating income was due to:

•an increase in revenue of $22.0 million, which includes increases in both material sales and royalty and license fees;offset by

•
an increase in operating expenses of $14.0 million, which includes a $5.9 million increase in research and
development expenses and a $5.9 million increase in patent costs and amortization of acquired technology, all
of which are described below.
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We had net income of $9.7 million (or $0.21 per basic and diluted share) for the year ended December 31, 2012,
compared to a net income of $3.2 million (or $0.07 per basic and diluted share) for the year ended December 31,
2011. The increase in net income was primarily due to:
•an increase of operating income of $8.0 million; and
•a decrease in loss on stock warrant liability of $4.2 million; offset by
•an increase in income tax expense of $5.9 million 
Revenue
The following table details our revenues for the years ended December 31, 2012 and 2011 (amounts in thousands):

Year Ended
December 31,

Increase
(Decrease)

2012 2011 $ %
REVENUE: -9-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE 1- FINANCIAL
STATEMENTS

The accompanying unaudited financials
s tatements  have been prepared by
Lightwave Logic, Inc. (the Company).
 T h e s e  s t a t e m e n t s  i n c l u d e  a l l
adjustments (consisting only of its
normal recurring adjustments) which
management believes necessary for a fair
presentation of the statements and have
been prepared on a consistent basis using
the accounting polices described in the
Summary  of  Account ing  Pol ic ies
included in the 2009 Annual Report.
 Certain financial  information and
footnote disclosures normally indicated
in financial statements prepared in
accordance with accounting principals
generally accepted in the United States
have  been  condensed  o r  omi t t ed
pursuant to the rules and regulations of
t h e  S e c u r i t i e s  a n d  E x c h a n g e
Commission, although the Company
firmly believes that the accompanying
disclosures are adequate to make the
information presented not misleading.
 The financial statements should be read
in  conjunc t ion  wi th  the  f inanc ia l
statements and notes thereto included in
the Company�s Annual Report on Form
10-K for the year ended December 31,
2009, as filed with the Securities and
Exchange Commission.   The interim
operating results for the three and six
months ending June 30, 2010 may not be
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indicative of operating results expected
for the full year.  

Loss per Share

The  Company  f o l l ows  F i nanc i a l
Accounting Standards Board Accounting
Standards Codification (�FASB ASC�)
260, �Earnings per Share�, resulting in the
presen ta t ion  of  bas ic  and  d i lu ted
ea rn ings  pe r  sha re .   Because  the
Company reported a net loss in 2010 and
2009,  common s tock equivalents ,
including stock options and warrants
were  an t i -d i lu t ive ;  therefore ,  the
amounts reported for basic and dilutive
loss per share were the same.

Comprehensive Income

The Company fol lows FASB ASC
220.10, �Reporting Comprehensive
Income.�  Comprehensive income is a
more inclusive financial  reporting
methodology that includes disclosure of
cer ta in  f inancial  informat ion that
historically has not been recognized in
the calculation of net income.  Since the
Company  h a s  n o  i t ems  o f  o t h e r
comprehensive income, comprehensive
income (loss) is equal to net income
(loss).

Rec en t l y  Adop t ed  Ac c oun t i n g
Pronouncements

In January 2010, FASB issued ASU No.
2010-06, Fair Value Measurements and
D i s c l o s u r e s  ( A SC  T o p i c  8 2 0 ) ,
Improving Disclosures about Fair Value
Measurements. This update provides
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amendments to ASC Topic 820 that will
provide more robust disclosures about
(1) the different classes of assets and
liabilities measured at fair value, (2) the
valuation techniques and inputs used, (3)
the  ac t iv i ty  in  Leve l  3  fa i r  va lue
measurements, and (4) the transfers
be tween  Leve l s  1 ,  2 ,  and  3 .  Th i s
standard is effective for interim and
annual reporting periods beginning after
December 15, 2009, except for the
disclosures about purchases, sales,
issuances, and settlements in the roll
forward of activity in Level 3 fair value
measurements. Those disclosures are
effective for fiscal years beginning after
December 15, 2010, and for interim
periods within those fiscal years.

This standard is not currently applicable
to the Company.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

N O T E  1 -  F I N A N C I A L
STATEMENTS (CONTINUED)

Rec en t l y  Adop t ed  Ac c oun t i n g
Pronouncements (Continued)

In January 2010, FASB issued ASU No.
2 0 1 0 - 0 5 ,  C ompen s a t i o n  �  S t o c k
Compensa t ion  (ASC Top ic  718) ,
Escrowed Share Arrangements and the
Presumption of Compensation. This
update codifies Emerging Issues Task
Force D-110.  This  s tandard is  not
currently applicable to the Company.

In January 2010, FASB issued ASU N0.
2010-01, Equity (ASC Topic 505),
Accoun t i ng  f o r  D i s t r i bu t i on s  t o
Shareholders with Components of Stock
and Cash. The update clarifies that the
s tock  por t ion  of  a  d i s t r ibu t ion  to
shareholders that allows them to elect to
receive cash or stock with a potential
limitation on the total amount of cash
that all shareholders can elect to receive
in the aggregate is considered a share
issuance that is reflected prospectively in
earnings per share and is not considered
a stock dividend for purposes of ASC
Topic 505 and Topic 260, Earnings Per
Share. This standard is effective for
interim and annual periods ending on or
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after December 15, 2009, and should be
applied on a retrospective basis. This
standard is not currently applicable to the
Company.

Recently Issued Accounting
Pronouncements Not Yet Adopted

I n  O c t o b e r  2 0 0 9 ,  t h e  F i n a n c i a l
Accounting Standards Board (FASB)
issued Accounting Standard Update
(ASU)  No.  2009-13  on  ASC 605 ,
Revenue  Recogn i t i o n  �  Mu l t i p l e
Deliverable Revenue Arrangement � a
consensus of the FASB Emerging Issues
Task  Force  (ASU 2009-13) .  ASU
2009-13 amended guidance related to
multiple-element arrangements which
r e q u i r e s  a n  e n t i t y  t o  a l l o c a t e
ar rangement  cons idera t ion  a t  the
inception of an arrangement to all of its
deliverables based on their relative
selling prices. The consensus eliminates
the  use  of  the  res idual  method of
a l l o c a t i o n  a n d  r e q u i r e s  t h e
relative-selling-price method in all
circumstances. All entities must adopt
the guidance no later than the beginning
of their first fiscal year beginning on or
after June 15, 2010. Entities may elect to
adopt  the guidance through ei ther
prospective application for revenue
arrangements entered into, or materially
modified, after the effective date or
through retrospective application to all
revenue arrangements for all periods
presented.   (ASU) No. 2009-13 on ASC
605 is currently not applicable to the
Company.

In October 2009, the FASB issued ASU
No. 2009-14 on ASC 985,  Certain
Revenue Arrangements That Include
Software Elements (ASU 2009-14).
ASU 2009-14 amended guidance that is
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expected to significantly affect how
e n t i t i e s  a c c o u n t  f o r  r e v e n u e
arrangements that contain both hardware
and software elements. As a result, many
tangible products that rely on software
will be accounted for under the revised
multiple-element arrangements revenue
recognition guidance, rather than the
software revenue recognition guidance.
The revised guidance must be adopted
by all entities no later than fiscal years
beginning on or after June 15, 2010. An
entity must select the same transition
method and same period for the adoption
of both this guidance and the revisions to
the multiple-element arrangements
gu idance  no ted  above .   ASU No.
2009-14 on ASC 985 is currently not
applicable to the Company.

-11-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE 2 � GOING CONCERN

The accompanying financial statements
have  been  prepared  assuming the
Company will  continue as a going
concern.  The Company has incurred
significant losses and experienced
n e g a t i v e  c a s h  f l o w  d u r i n g  t h e
development stage.  These conditions
ra i se  subs tan t i a l  doub t  abou t  the
Company�s ability to continue as a going
concern.  The financial statements do not
include any adjustments that might result
from the outcome of this uncertainty.

The Company is in the development
stage at June 30, 2010.  Currently, the
Company expects to have sufficient
funds to maintain its operations through
the  midd le  o f  Oc tober  2010 .  The
Company  r e cen t l y  commenced  a
$1,500,000 private offering of its equity
securities; and if fully subscribed, the
new capital, along with the exercise of
existing outstanding warrants, should
supply the Company with the necessary
funds to maintain its operations through
October 2011. Management believes the
Company�s business model is attractive
enough to investors to raise necessary
cap i ta l  to  fu l f i l l  i t s  deve lopment
activities and achieve a level of revenue
adequate to support the Company�s
business model for the foreseeable
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future .   However ,  there  can be no
assurances that the Company will be able
to secure the necessary financing and/or
equity investment or achieve an adequate
sales level. The Company continues to
develop and test its next generation
Electro-Optic material platform (matrix)
to  support  and cul t ivate  potent ia l
cus tomers  and  s t ra tegic  par tners .
Currently, the Company�s Electro-Optic
material is in evaluation with potential
customers. Management believes the
Company�s first product revenue will be
i n  A p p l i c a t i o n ,  n o n - r e c u r r i n g
engineering and prototype charges for
specialty electro-optical materials and
devices  us ing  our  pa ten t  pending
appl ica t ion speci f ic  e lec t ro-opt ic
materials.

NOTE 3 � EQUIPMENT

Equipment consists of the following:

June 30,
2010

December
31, 2009

Office equipment

$

11,633

$

10,768
Lab equipment 144,004 138,397
Furniture 3,494 -
Leasehold
Improvements 5,368 -

164,499 149,165
Less:
Accumulated
depreciation 59,701 45,078

$

104,798

$

104,087
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Depreciation expense for the six months
ending June 30, 2010 and 2009 was
$14,623 and $6,348.  Depreciation
expense for the three months ending
June 30, 2010 and 2009 was $7,306 and
$3,321.

-12-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE 4 � INTANGIBLE ASSETS

This represents legal fees and patent fees
associated with the registration of
patents.  The Company has not recorded
any amortization expenses since the
patents have yet to be declared effective.
 Once issued, the cost of the patents will
be amortized over their legal lives,
which is generally 20 years.

NOTE 5 � INCOME TAXES

There is no income tax benefit for the
losses for the three and six months ended
J u n e  3 0 ,  2 0 1 0  a n d  2 0 0 9  s i n c e
management has determined that the
realization of the net deferred tax asset is
not assured and has created a valuation
allowance for the entire amount of such
benefits.

The Company�s policy is  to record
interest and penalties associated with
unrecognized tax benefits as additional
income  t axes  in  the  s t a t emen t  o f
operations.  As of January 1, 2010, the
Company had no unrecognized tax
benefits, or any tax related interest of
penalties.  There were no changes in the
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Company�s unrecognized tax benefits
during the period ended June 30, 2010.
 The Company did not recognize any
interest or penalties during 2010 related
to unrecognized tax benefits.  With few
exceptions, the U.S. and state income tax
returns filed for the tax years ending on
December 31, 2006 and thereafter are
subject to examination by the relevant
taxing authorities.

NOTE  6  �  S TOCKHOLDER S �
EQUITY

Preferred Stock

Pursuant to our Company�s Articles of
Incorporation, our board of directors is
empowered ,  wi thou t  s tockho lde r
approval, to issue series of preferred
stock with any designations, rights and
preferences as they may from time to
t ime  d e t e rm ine .   The  r i gh t s  a nd
preferences of this preferred stock may
be superior to the rights and preferences
of our common stock; consequently,
preferred stock, if issued could have
dividend, liquidation, conversion, voting
or other rights that could adversely affect
the voting power or other rights of the
common stock.  Additionally, preferred
stock, if issued, could be utilized, under
special circumstances, as a method of
discouraging, delaying or preventing a
change in control of our business or a
takeover from a third party.

-13-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common Stock and Warrants

The stockholders� deficit at January 1,
2004 has been retroactively restated for
the equivalent number of shares received
in the reverse acquisition at July 14,
2004 (Note 1) after giving effect to the
difference in par value with the offset to
additional paid-in-capital.

In July 2004, the Company issued to
related parties 1,600,000 shares of its
common stock for professional services
valued at $256,000, fair value.

In August 2004, the Company issued
637,500 shares of its common stock for
professional services to related parties
valued at $75,000, fair value.

In  December  2004 ,  the  Company
converted a note payable of $30,000 into
187,500 shares of common stock at a
conversion price of $0.16 per share.
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In April 2005, the Company issued
4,000,000 shares of its common stock in
a private placement for proceeds of
$1,000,000.

O n  Ma y  4 ,  2 0 0 5 ,  t h e  C omp a n y
converted the notes payable of $499,000
into 3,118,750 shares of common stock
at a conversion price of $0.16 per share.
 An unpaid note payable in the amount
of  $6 ,500 has  been  ref lec ted  as  a
subscription receivable.  During 2006,
the  Company deemed th is  $6 ,500
outstanding subscription receivable to be
uncollectible.

During August 2005, the Company
issued 210,000 shares of common stock
for professional services rendered valued
at $585,500, fair value.  Consulting
expense of $375,500 was recognized
during 2005, and at December 31, 2005,
the remaining balance of $210,000 is
reflected as a deferred charge on the
balance sheet.  During 2006, consulting
expense of $210,000 was recognized.
 This agreement ended in May 2006.

In August 2005, in conjunction with a
management services contract with a
related party,  the Company issued
200,000 shares of common stock valued
at $584,000.  Management expense of
$265,455 was recognized during 2005,
and at December 31, 2005, the remaining
balance of $318,545 is reflected as a
deferred charge in a contra-equity
account.  During 2006, management
expense of $318,545 was recognized.
 This agreement ended in June 2006.

During May 2005, the Company issued
Stock Purchase Warrants to purchase
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100,000 shares of common stock at an
exercise price of $2.10 in exchange for
consulting services. The warrants are
exercisable until May 2008 and vest as
follows: 50,000 shares during the first
year of the agreement, 25,000 shares
during the second year of the agreement,
and 25,000 shares during the third year.
In  accordance  wi th  the  fa i r  va lue
me t h o d ,  t h e  C omp a n y  u s e d  t h e
Black-Scholes model to calculate the
grant-date fair value, with the following
assumptions: no dividend yield, expected
volatility of 60%, risk-free interest rate
of 3.8% and expected life of option of
three years.  The fair market value of the
warrants was $113,250.  In accordance
with the fair value method as described
in accounting requirements of FASB
ASC 718 Stock Compensation, the
Company recognized consulting expense
of $37,000 in 2005.  This warrant was
cancelled during 2006.  

-14-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

During September 2005, the Company
issued Stock Purchase Warrants to
purchase 100,000 shares of common
stock at an exercise price of $2.00 in
exchange for consulting services. The
warrants expire in September 2008 and
vest as follows: 50,000 shares during the
first year of the agreement, 25,000 shares
during the second year of the agreement,
and 25,000 shares during the third year
of the agreement. In accordance with the
fair value method, the Company used the
Black-Scholes model to calculate the
grant-date fair value, with the following
assumptions: no dividend yield, expected
volatility of 60%, risk-free interest rate
of 3.8% and expected life of option of
three years.  The fair market value of the
warrants was $145,100.  The Company
recognized consul t ing expense  of
$27,014, $36,370, $66,500 and $24,200
for the years ended December 31, 2008,
2007, 2006 and 2005 in conjunction with
this agreement.  These warrants expired
in September 2008.

On October 15, 2005, the Company
issued Stock Purchase Warrants to
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purchase 30,000 shares of common stock
at an exercise price of $1.40 in exchange
for consulting services. The warrants
e x p i r e  i n  Oc t o b e r  2 0 06  a n d  a r e
exercisable immediately.  In accordance
with the fair value method, the Company
used  the  Black-Scho les  mode l  to
calculate the grant-date fair value, with
the following assumptions: no dividend
yield,  expected volat i l i ty  of  60%,
risk-free interest rate of 4.15% and
expected life of option of one year.  The
fair market value of the warrants was
$15,900.   In accordance with the fair
value method as described in accounting
requirements of FASB ASC 718 Stock
Compensation, the Company recognized
consulting expense of $15,900 during
2005.   These  war ran ts  expi red  in
October 2006.

In December 2005, in conjunction with a
consulting contract, the Company issued
Stock Purchase Warrants to purchase
300,000 shares of common stock at an
exercise price of $0.25 per share valued
at $435,060, fair value.  The warrants
expire in December 2007 and were
exercisable immediately. In accordance
with the fair value method, the Company
used  the  Black-Scho les  mode l  to
calculate the grant-date fair value, with
the following assumptions: no dividend
yield,  expected volat i l i ty  of  60%,
risk-free interest rate of 4.41% and
expected life of option of two years.  In
accordance with the fair value method as
described in accounting requirements of
FASB ASC 718 Stock Compensation,
the Company recognized consulting
expense of $199,435, and at December
31, 2005, the remaining balance in
deferred charges amounted to $235,625.
 The 300,000 warrants  were  fu l ly
exercised on December 31, 2005 for
$75,000.  The Company recognized
$18,128 and $217,497 in consulting
expense  in  con junc t ion  wi th  th i s
agreement for the years ended December
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31, 2007 and 2006, which was cancelled
during 2007.

During 2006,  the Company issued
850,000 shares of common stock and
warrants to purchase 425,000 shares of
common stock for proceeds of $425,000
in accordance to a private placement
memorandum amended December 18,
2006.  Pursuant to the terms of the
amended offering, up to 20 units were
offered at the offering price of $50,000
per unit, with each unit comprise of
100,000 shares and a warrant to purchase
50,000 shares of common stock at $0.50
per share. In November 2007, 400,000
shares of common stock and warrants to
purchase 200,000 shares of common
stock were rescinded.  As of December
31, 2008, warrants to purchase 210,000
shares of common stock were fully
exercised for proceeds of $105,000, and
warrants to purchase 15,000 shares
expired.

During February 2006, the Company
issued 300,000 shares of common stock
for professional services rendered valued
at $270,000, fair value.  The Company
recognized consul t ing expense  of
$16,875 and $118,125 and legal expense
of $16,875 and $118,125 during 2007
and 2006.  The contracts expired during
2007. The legal services were provided
by a related party.  

-15-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

During May 2006, the Company issued
400,000 shares of common stock for
professional services rendered valued at
$620,000, fair value.  The Company
recognized consul t ing expense  of
$258,333 and $361,667 during 2007 and
2006, and at December 31, 2006.  The
contracts expired during 2007.

During June 2006, the Company issued
25,000 shares of common stock to a
related party for professional services
rendered valued at $36,250, fair value.
The Company recognized legal expense
of $16,615 and $19,635 during 2007 and
2006, and at December 31, 2006.  The
contracts expired during 2007.

During November 2006, the Company
issued 60,000 shares of common stock
for professional services valued at
$29,400, fair  value.  The Company
recognized investor relations expense of
$25,480 and $3,920 during 2007 and
2006.  The contract expired during 2007.
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In June 2006, in conjunction with an
addendum to an existing consulting
contract effective December 2005, the
Company  i s sued  S tock  Pu rcha se
Warrants to purchase 300,000 shares of
common stock at an exercise price of
$0.25 per share.  The warrants expired in
June  2008  and  we r e  exe r c i s ab l e
immediately. In accordance with the fair
value method, the Company used the
Black-Scholes model to calculate the
grant-date fair value, with the following
assumptions: no dividend yield, expected
volatility of 186%, risk-free interest rate
of 4.41% and expected life of option of
two years.  The fair market value of the
warrants was $465,996.  During 2007
and 2006, the Company recognized
consulting expense of $330,948 and
$135,048 in conjunct ion with this
agreement.  The contract was cancelled
during 2007.  The 300,000 warrants were
fully exercised on March 12, 2008 for
proceeds of $75,000.

During 2006, the Company cancelled a
warrant issued during May 2005 to
p u r c h a s e  1 0 0 , 0 0 0  s h a r e s  o f  t h e
Company�s common stock at an exercise
price of $2.10, and issued an option to
p u r c h a s e  5 0 0 , 0 0 0  s h a r e s  o f  t h e
Company�s common stock at an exercise
price of $1 per share and the same
option�s expiration and vesting terms
were modified during November 2006.
 This option expired in June 2007.  The
incremental cost of the modified option
was $394,030 and will be expensed over
the  ves t ing  te rms .   The  Company
recognized $17,589 and $406,215 as a
consulting expense in 2007 and 2006,
wh i ch  i n c l ud e s  $337 , 290  o f  t h e
incremental cost of the modified option.
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During February 2006, the Company
awarded an employee with an option to
purchase 200,000 shares of common
stock at an exercise price of $1.00 per
share under the 2005 Employee Stock
Option Plan.  These options were valued
at $217,628 using the Black-Scholes
Option Pricing Formula.  The employee
compensation expense recognized during
2007 and 2006 is $43,757 and $22,673.
 In  June  2007 ,  the  employee  was
terminated and the vesting ceased.  After
September 2007, the vested options
expired.

During 2006, the Company recognized
contributed capital of $35,624 related to
the conversion of accrued interest
payable.

During 2006, the Company deemed a
May 2005 outstanding subscription
receivable of $6,500 to be uncollectible.

-16-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

During 2007,  the Company issued
2,482,000 shares of common stock and
warrants to purchase 1,241,000 shares of
c ommon  s t o c k  f o r  p r o c e e d s  o f
$1,241,000 in accordance to a private
placement  memorandum amended
December 18, 2006.  Pursuant to the
terms of the amended offering, up to 20
units were offered at the offering price of
$50 ,000  pe r  un i t ,  w i th  each  un i t
comprised of 100,000 shares and a
warrant to purchase 50,000 shares of
common stock at $0.50 per share.  For
the six month ending June 30, 2009, the
remaining 600,000 outstanding warrants
expired.

During 2007,  the Company issued
1,767,540 shares of common stock and
warrants to purchase 883,770 shares of
c ommon  s t o c k  f o r  p r o c e e d s  o f
$1,060,524 in accordance to a private
placement memorandum issued on
October 3, 2007.  Pursuant to the terms
of the offering, up to 20 units were
offered at the purchase price of $60,000
per unit, with each unit comprised of
100,000 shares and a warrant to purchase
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50,000 shares of common stock at $1.00
per  share .  During 2009 and 2008,
416,000 and 82,770 warrants were
exercised, respectively.  For the year
e nd i n g  De c embe r  3 1 ,  2 0 09 ,  t h e
remaining 385,000 outstanding warrants
expired.

During 2007, as previously described, a
shareholder that was issued 400,000
shares of the Company�s common stock
and a warrant to purchase 200,000 shares
of common stock at $0.50 per share
rescinded his shares and warrant.  

During February 2007, the Company
issued 151,785 shares of common stock
for investor relations services valued at
$106,250, fair value, which was recorded
as a deferred charge and amortized over
one year ,  the  term of  the services
contract.  During 2007, the Company
recognized $97,396 in investor relations
expense.  During 2008, the Company
recognized $8,854 in investor relations
expense.   This contract  expired in
February 2008.

During February 2007, the Company
terminated its then CEO.  The option to
purchase 56,000 shares of common stock
that was recorded as deferred charges of
$42,730 were not  vested and were
forfei ted.   The option to purchase
444,000 shares of common stock that
were vested expired during 2007.

During March 2007, the Company issued
1,000,000 shares of common stock to a
related party for management consulting
services valued at $580,000, fair value.
 During April 2007, the Company issued
500,000 warrants as an addendum to the
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original  contract  for  management
consulting services valued at $348,000,
fair value.  This contract was recorded as
a contra-equity deferred charges account
and is amortized over one year, the term
of the contract.  Management consulting
expense recognized during 2007 and
2008 is $773,333 and $154,667.  This
contract was renewed in March, 2008.
The warrant is still outstanding as of
June 30, 2010.

During April 2007, the Company issued
100,000 shares of common stock for
legal services to a related party valued at
$35,000, fair value, to settle $29,708 of
accounts payable and as payment for
$5,292 of legal services incurred in April
2007.

During October 2007, the Company
issued 150,000 shares of common stock
for investor relations services valued at
$102,000, fair value to a related party.
 During 2007 the Company recognized
$102,000 in investor relation expense.

During October 2007, the Company
issued 150,000 shares of common stock
for investor relations services valued at
$135,000, fair value.  During 2007, the
Company recognized $135,000 in
investor relations expense.

-17-
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

During November 2007, the Company
issued 400,000 shares of common stock
under the 2007 Stock Option Plan to the
acting Chief Executive Officer for
services rendered valued at $288,000,
fair value.  The Company recognized
$288,000 in consulting expense during
2007.

During March 2007, the Company issued
a warrant to purchase 100,000 shares of
common stock for consulting services at
an exercise price of $0.25 per share.  The
warrant was valued at $63,065 using the
Black-Scholes Option Pricing Formula
and expensed over the life of the contract
associated with the consulting services,
which is one year.   The consulting
expense recognized during 2008 and
2007 is $10,885 and $52,180.  In April
2010, the warrant was exercised to
purchase 100,000 shares of common
stock for proceeds of $25,000.

During April 2007, the Company issued
warrants to purchase 900,000 shares of
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common stock for consulting services at
an exercise price of $0.25 per share. The
warrants were valued at $604,416 using
the Black-Scholes  Opt ion Pr ic ing
Formula and expensed over the life of
the  con t rac t s  assoc ia ted  wi th  the
consulting services, which is one year.
 The consulting expense recognized
during 2008 and 2007 is $170,451 and
$433,966. In July 2008, the warrant was
partially exercised to purchase 20,000
shares of common stock for proceeds of
$5,000. In April 2010, the warrant was
partially exercised to purchase 380,000
shares of common stock for proceeds of
$95,000.  The remaining warrant to
purchase 500,000 shares of common
stock is still outstanding as of June 30,
2010.  

During May 2007, the Company issued a
warrant to purchase 150,000 shares of
common stock for consulting services at
an exercise price of $0.25 per share.  The
warrant was valued at $84,390 using the
Black-Scholes Option Pricing Formula
and expensed over the life of the contract
associated with the consulting services,
which is  one year .  The consult ing
expense recognized during 2008 and
2007 is $31,444 and $52,946. In April
2010, the warrant was exercised to
purchase 150,000 shares of common
stock for proceeds of $37,500.

During October 2007, the Company
issued a warrant to purchase 100,000
shares of common stock at a purchase
price of $0.25 per share for accounting
services rendered.  The warrant was
v a l u e d  a t  $ 6 1 , 4 4 9  u s i n g  t h e
Black-Scholes Option Pricing Formula.
The Company recognized $61,449 in
accounting expense during 2007. The
warrant is still outstanding as of June 30,
2010.
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During October 2007, the Company
issued a warrant to purchase 67,200
shares of common stock at a purchase
price of $0.25 per share for consulting
services rendered. The warrant was
v a l u e d  a t  $ 5 2 , 2 9 2  u s i n g  t h e
Black-Scholes Option Pricing Formula.
During 2007, the Company recognized
$52,292 in consulting expense.  As of
June 30,  2010,  the warrant  is  s t i l l
outstanding.

During December 2007, the Company
issued a warrant to purchase 25,000
shares of common stock at a purchase
price of $0.50 per share for accounting
services rendered.  The warrant was
v a l u e d  a t  $ 1 3 , 6 4 6  u s i n g  t h e
Black-Scholes Option Pricing Formula
and expensed  over  the  l i fe  of  the
con t r ac t ,  wh ich  i s  one  yea r .  The
Company recognized $12,487 and
$1,159 in consulting expense during
2008 and 2007.  In  June 2010,  the
warrant was exercised to purchase
25,000 shares of common stock for
proceeds of $12,500.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

During November 2007, under the 2007
Employee  Stock Opt ion  Plan ,  the
Company issued options to purchase
1,752,000 shares of common stock at a
purchase price of $0.72 per share.  The
options were valued at $1,045,077 using
the Black-Scholes  Opt ion Pr ic ing
Formula.  During 2008, an option to
purchase 750,000 shares of common
stock, of which 125,000 shares were
vested, forfeited. The consulting expense
recognized during 2009, 2008 and 2007
is $199,233, $286,803 and $41,653. For
the three month ending June 30, 2010
and 2009 the company recognized
$49,672 and $49,672 of expense. For the
six month ending June 30, 2010 and
2009, the Company recognized $98,798
and $98,798 of expense.  The options are
still outstanding as of June 30, 2010.

In  Janua ry  2008 ,  unde r  t he  2007
Employee  Stock Opt ion  Plan ,  the
Company issued an option to purchase
100,000 shares of common stock at a
purchase price of $0.72 per share.  The
option was valued at $59,490, fair value,
using the Black-Scholes Option Pricing
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Formula and is being recognized based
on vesting terms over a three year
period. The expense recognized during
2009 and 2008 is $13,582 and $30,750.
For the three month ending June 30,
2010 and 2009 the company recognized
$3,708 and $3,708 of expense. For the
six month ending June 30, 2010 and
2009, the Company recognized $7,375
and $6,085 of expense.  The options are
still outstanding as of June 30, 2010.

During 2008,  the Company issued
690,001 shares of common stock and
warrants to purchase 345,001 shares of
common stock for proceeds of $414,000
in accordance to a private placement
memorandum issued on October 3, 2007.
 Pursuant to the terms of the offerings,
up to  25 uni ts  were offered at  the
purchase price of $60,000 per unit, with
each unit comprised of 100,000 shares
and a warrant to purchase 50,000 shares
of common stock at $1.00 per share.
During 2009 and 2008, the warrant was
partially exercised to purchase 25,834
and 20,000 shares of common stock for
proceeds of $25,834 and $20,000. In
April 2010, the warrant was partially
exercised to purchase 282,500 shares of
common stock for proceeds of $282,500.
For the six month ending June 30, 2010,
warrants to purchase 16,667 shares of
common stock expired.  The contract
expired in April, 2010.

During March 2008, the Company issued
a warrant to purchase 400,000 shares of
common stock as an addendum to the
or iginal  contract  for  management
consulting services provided by a related
party, valued at $332,000, fair value
using Black-Scholes Option Pricing
Formula, vesting immediately.  This
contract was recorded as a contra-equity
de f e r r ed  cha rge s  a c coun t  a nd  i s
amortized over one year beginning
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February 28, 2008, the term of the
contract. For the year ending December
31 ,  2009  and  2008 ,  the  Company
recognized $55,330 and $276,670 of
management consulting expense. For the
three month ending March 31, 2010 and
2009, the Company recognized $0 and
$55,330 of management consulting
expense.  In January 2009, the warrant
was fully exercised to purchase 400,000
shares of common stock for proceeds of
$400.

During March 2008, the company issued
100,000 shares of common stock for
legal services to a related party valued at
$75,000, fair value.  The Company
recognized $75,000 of legal expense for
the year ending December 31, 2008.

During April 2008, the Company issued
a warrant to purchase 600,000 shares of
common stock at a purchase price of
$0.73 per share for consulting services
rendered.  The warrant was valued at
$ 9 76 , 1 9 3 ,  f a i r  v a l u e ,  u s i n g  t h e
Black-Scholes Option Pricing Formula,
vesting immediately.  For the year ended
December 31,  2008,  the Company
recognized $976,193 in consulting
expense. The warrant is still outstanding
as of June 30, 2010.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

In July 2008,  the Company issued
options to purchase 200,000 shares of
common stock at a purchase price of
$1.75 per share to members of the board
of directors, under the 2007 Employee
S t o c k  O p t i o n  P l a n .  U s i n g  t h e
Black-Scholes Option Pricing Formula,
the options were valued at $296,247, fair
value, vesting 50,000 immediately and
t h e  r em a i n i n g  i n  a n n u a l  e q u a l
installments of 50,000 over the next
three  years .  The expense is  being
recognized based on vesting terms over a
t h r e e  y e a r  p e r i o d .  T h e  e x p e n s e
recognized during 2009 and 2008 is
$67,840 and $114,519. For the three
month ending June 30, 2010 and 2009
the Company recognized $18,465 and
$18,465 of expense. For the six month
ending June 30, 2010 and 2009, the
Company recognized $36,727 and
$30,504 of expense. The options are still
outstanding as of   June 30, 2010.

I n  Augus t  2008 ,  unde r  t h e  2007
Employee  Stock Opt ion  Plan ,  the
Company issued options to purchase
550 ,000  and  1 ,050 ,000  sha res  o f
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common stock at a purchase price of
$1.42 and $1.75 per share to members of
the board of directors and the Chief
Executive Officer, vesting 212,500
immediately and the remaining in annual
equal installments of 112,500 over the
next three years and vesting in quarterly
e q u a l  i n s t a l l m e n t s  o f  8 7 , 5 0 0
commenc ing  Novembe r  1 ,  2008 ,
respectively. The options were valued at
$2 ,176 ,201 ,  fa i r  va lue ,  us ing  the
Black-Scholes Option Pricing Formula
and are being recognized based on
vesting terms over a three year period.
The expense recognized during 2009 and
2008 is $623,246 and $525,263. For the
three month ending June 30, 2010 and
2009 the Company recognized $160,513
and $160,514 of expense.  For the six
month ending June 30, 2010 and 2009,
the Company recognized $319,261 and
$298,694 of expense.  The options are
still outstanding as of June 30, 2010.

In August 2008, the Company issued
200,000 shares of common stock under
the 2007 Stock Option Plan to its new
Chief Executive Officer as part of the
employment  agreement  va lued  a t
$360,000, fair value.  The Company
recognized $360,000 in consulting
expense for the year ending December
31, 2008.

In 2008, January through August warrant
holders exercised warrants to purchase
270,000 shares at $0.50 per share for
proceeds of $135,000.

On October 28, 2008, the Company�s
board  of  d i rec tors  au thor ized  the
Company to raise up to $600,000 of
capital through an �Adjusted Common
Stock Offer ing� to cer ta in  warrant
holders. This offering provided eligible
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warrant holders with the opportunity to
purchase four (4) shares of common
stock for each dollar invested pursuant to
their existing warrant agreement. As of
Decembe r  31 ,  2008 ,  wa r r an t s  t o
purchase 641,080 shares of common
stock were exercised with proceeds of
$160,270.  For the three month period
ending March 31, 2009, warrants to
purchase 1,279,336 shares of common
stock were exercised with proceeds of
$319,834.  In January 2009, the term of
the 2008 Adjusted Common Stock
offering was extended until January 31,
2009.

In November 2008, the Company issued
an option to purchase 250,000 shares of
common stock under the 2007 Stock
Option Plan at a purchase price of $.65
per share to a new member of its board
of directors. Using the Black-Scholes
Option Pricing Formula, the options
were valued at $125,911, fair value,
vesting 62,500 immediately and the
remaining in annual equal installments
of 62,500 over the next three years. The
expense is being recognized based on
vesting terms over a three year period.
 The expense recognized during 2009
and 2008 is $61,346 and $6,439. For the
three month ending June 30, 2010 and
2009 the Company recognized $7,848
and $7,848 of expense.  For the six
month ending June 30, 2010 and 2009,
the Company recognized $15,610 and
$45,478 of expense.  The options are still
outstanding as of June 30, 2010.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

In January 2009, an employee was
granted with an option to purchase up to
25,000 shares of common stock at a
purchase price of $.25 per share.  Using
the Black-Scholes  Opt ion Pr ic ing
Formula, the options were valued at
valued at $13,136, fair value. These
options expire in 5 years  and vest
immediately. The Company recognized
expense of $13,136 during 2009.  The
Company  r ecogn i zed  expense  o f
$13,136 for the year ending December
31, 2009.  In May 2010, the option was
partially exercised to purchase 15,000
shares of common stock for proceeds of
$3,750.  As of June 30, 2010, options to
purchase 10,000 shares of common stock
are still outstanding.

During January 2009, the Company
issued 100,000 shares of common stock
to an officer, under the 2007 Stock
Option Plan, for services rendered
valued at $58,000, fair value.
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During January 2009, the Company
issued 100,000 shares of common stock
for legal services to a related party
valued at $25,000, to settle accounts
payable for $10,000 and $15,000 for
legal services.

During January 2009, the officers,
d i r e c t o r s ,  a nd  emp loyee s  o f  t h e
Company were each given the right to
purchase from the Company�s 2007
Employee Stock Plan up to 40,000
shares of common stock at a purchase
price of $.25 per share, 400,000 shares in
the aggregate, all of which were valued
a t  $132 ,058 ,  fa i r  va lue  us ing  the
Black-Scholes Option Pricing Formula.
T h e  r i g h t s  t o  p u r c h a s e  v e s t e d
immediately.  A total of 180,550 shares
were purchased pursuant to the rights to
purchase with total proceeds of $35,138
and a common stock receivable of
$10,000 which was paid in May, 2009.
The rights to purchase the remaining
219,450 shares expired on January 31,
2009.

At December 31, 2008 the Company had
accrued officer salaries and payroll taxes
of $98,205.  On February 19, 2009, two
officers, who are also shareholders,
agreed to waive their rights to unpaid
wages and salary amounting to $52,129.
 Accordingly in the first quarter 2009,
the accrued expense was adjusted from
$98,205 to $42,088 with the $52,129
treated as contributed capital and $3,988
reversed from payroll taxes.

In February 2009, an employee was
granted with an option to purchase up to
25,000 shares of common stock at a
purchase price of $.45 per share.  Using
the Black-Scholes  Opt ion Pr ic ing
Formula, the options were valued at
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valued at $9,583, fair value. These
options expire in 5 years  and vest
immediately. The Company recognized
expense of $9,583 during 2009.  For the
three month ending June 30, 2010 and
2009, the Company recognized $0 and
$0 of expense.  For the six month ending
June 30, 2010 and 2009, the Company
recognized $0 and $9,583 of expense.
 The options are still outstanding as of
June 30, 2010.

During June 2009, in accordance to
private placement memorandum, the
Company issued 2,479,500 shares of
common stock for proceeds of $855,000
dated June 10, 2009. Pursuant to the
terms of the offering, up to 18 units were
offered at the offering price of $50,000
per unit, with each unit comprised of
145,000 shares to purchase at $0.34 per
share.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

During June 2009, the Company issued a
warrant to purchase 464,000 shares of
common stock at a purchase price of
$0.34 per share for accounting services
rendered.  The warrant was valued at
$391,342 using the Black-Scholes
Option Pricing Formula, vesting 46,400
immediately and the remaining on equal
monthly installments of 23,200 over the
next eighteen months.  The expense is
being recognized based on service terms
of the agreement over a twenty two
month period. The consulting expense
recognized during 2009 is $177,883.  For
the three month ending June 30, 2010
and 2009 the Company recognized
$53,365 and $71,151 of expense.  For
the six month ending June 30, 2010 and
2009, the Company recognized $106,730
and $71,151 of expense. In April 2010,
the warrant was partially exercised to
purchase 10,000 shares of common stock
for proceeds of $3,450.  As of June 30,
2010, warrants to purchase 454,000
shares  o f  common s tock  a re  s t i l l
outstanding.
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In June 2009, an employee was granted
with an option to purchase up to 25,000
shares of common stock at a purchase
price of $.34 per share.   Using the
Black-Scholes Option Pricing Formula,
the options were valued at valued at
$21,085, fair value. These options expire
in 5 years and vest immediately. The
Company  r ecogn i zed  expense  o f
$21,085 for the year ending December
31, 2009.  For the three month ending
June 30, 2010 and 2009, the Company
recognized $0 and $21,085 of expense.
For the six month ending June 30, 2010
and 2009, the Company recognized $0
and $21,085 of expense.  The option is
still outstanding as of June 30, 2010.

During June 2009, the Company issued
145,000 shares of common stock for
legal services to a related party valued at
$50,000, to settle accounts payable for
$35,000 and $15,000 for legal services.

During June 2009, the Company issued
116,000 shares of common stock for
accounting services valued at $40,000,
fair value.  The Company recognized
$40,000 of accounting expense for the
year ending December 31, 2009.

During July 2009, the Company issued
100,000 shares of common stock for
investor relation services valued at
$75,000, fair value vesting 25,000 shares
each quarter commencing July 1, 2009.
 The Company recognized $37,500 of
investor relation expense for the year
ending December 31, 2009.  For the
three month ending June 30, 2010 and
2009, the Company recognized $18,750
and $0 of investor relation expense.  For
the six month ending June 30, 2010 and
2009, the Company recognized $37,500
and $0 of investor relation expense.

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

109



In January 2010, the Company issued a
warrant to purchase 650,000 shares of
common stock at a purchase price of
$1.51 per share to a new member of its
board  o f  d i rec to r s  se rv ing  as  the
Company�s full-time non-executive chair
of the board of directors. Using the
Black-Scholes Option Pricing Formula,
the warrants were valued at $1,188,000,
fair value, vesting 162,500 immediately
and the remaining in annual  equal
installments of 162,500 over the next
three years. For the three month ending
June 30, 2010, the Company recognized
$74,047 of expense.  For the six month
ending June 30, 2010, the Company
recognized $430,447 of expense. The
options are still outstanding as of June
30, 2010.

In June 2010, an employee was granted
with an option to purchase up to 100,000
shares of common stock at a purchase
price of $1.50 per share.  These options
expire in 5 years and vest in equal
installments of 12,500 over the next two
years commencing August 1, 2010. The
Company recognized expense of $0 for
the six month ending June 30, 2010.  The
option is still outstanding as of June 30,
2010.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE  6  �  S TOCKHOLDER S �
EQUITY (CONTINUED)

Common  S t o c k  a nd  War r an t s
(Continued)

In March 2010, the Company issued a
warrant to purchase 150,000 shares of
common stock for consulting services at
an exercise price of $0.25 per share.
Using the Black-Scholes Option Pricing
Formula, the warrants were valued at
$ 2 7 9 , 0 4 5 ,  f a i r  v a l u e ,  v e s t i n g
immediately.   For the three month
ending June 30, 2010 the Company
recognized $68,805 of expense.  For the
six month ending June 30, 2010, the
Company  r ecogn ized  $74 ,158  o f
expense. In June 2010, the option was
partially exercised to purchase 100,000
shares of common stock for proceeds of
$25,000.  As of June 30, 2010, options to
purchase 50,000 shares of common stock
are still outstanding.

N O T E  7  �  S T O C K  B A S E D
COMPENSATION

The Company uses the Black-Scholes
option pricing model to calculate the
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grant-date fair value of an award, with
the following assumptions for 2010 and
2009: no dividend yield in both years,
expected volatility between 130% and
134% in 2010 and between 127% and
129% in 2009, risk-free interest rate
between 1.69% and 2.55% in 2010 and
between 0.03% and 1.89% in 2009 and
expected option life of three to five years
in 2010 and one month to five years in
2009.

A s  o f  J u n e  3 0 ,  2 0 10 ,  t h e r e  w a s
$ 1 , 9 8 1 , 1 2 9  o f  u n r e c o g n i z e d
compensa t ion  expense  r e l a t ed  to
non-vested market-based share awards
that is expected to be recognized through
January 2013.

The following tables summarize all stock
option and warrant  act ivi ty of  the
Company since December 31, 2004:
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

N O T E  7  �  S T O C K  B A S E D
COMPENSATION (CONTINUED)

Non-Qualified Stock Options and
Warrants Outstanding and

Exercisable

Number of Exercise
Weighted
Average

Shares Price
Exercise
Price

Outstanding,
December
31, 2004 - 

 $                 -
$

- 

Granted 680,000  $0.25 - $2.10

$

0.99 

Exercised (300,000)  $            0.25

$

0.25 

Outstanding,
December
31, 2005 380,000  $1.40 - $2.10

$

0.68 

Granted 1,425,000  $0.25 - $1.00

$

0.70 

Cancelled (260,000)  $1.40 - $2.10

$

(0.48)

Expired (70,000)  $1.40 - $2.00

$

(0.12)

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

113



Outstanding,
December
31, 2006 1,475,000  $0.25 - $2.00

$

0.83 

Granted 5,768,971  $0.25 - $0.72

$

0.48 

Rescinded (200,000)  $            0.50

$

0.50 

Forfeited (125,019)  $            1.00

$

1.00 

Expired (574,981)  $            1.00

$

1.00 

Outstanding,
December
31, 2007 6,343,971  $0.25 - $2.00

$

0.48 

Granted 3,495,001 
 $0.001 -

$1.75

$

1.16 

Expired (115,000)  $0.50 - $2.00

$

0.07 

Forfeited (750,000)  $            0.72

$

0.72 

Exercised (807,770) $  0.25-$0.50

$

0.53 

Outstanding,
December
31, 2008 8,166,202 

 $0.001 -
$1.75

$

0.79 

Granted 939,000  $0.25 - $0.45

$

0.30 

Expired (1,204,451)  $0.25 - $1.00

$

0.61 
Forfeited - 

Exercised (1,488,384)
$0.001 -
$1.00

$

0.20 

6,412,367  $0.25 - $1.75 $
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Outstanding,
December
31, 2009

0.83 

Granted 800,000  $0.25 - $1.51

$

1.27 

Expired (16,667)  $            1.00

$

1.00 
Forfeited -                      - - 

Exercised (1,062,500)  $0.25 - $1.00

$

0.46 

Outstanding,
June 30,
2010 6,133,200  $0.25 - $1.75

$

0.95 

Exercisable,
June 30,
2010 4,427,000  $0.25 - $1.75

$

0.80
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

N O T E  7  �  S T O C K  B A S E D
COMPENSATION (CONTINUED)

Non-Qualified Stock Options and Warrants
Outstanding

Number
Outstanding

Weighted
Average

Weighted
Average

Range
of

Currently
Exercisable Remaining

Exercise
Price of

Options and

Exercise
Prices

at June 30,
2010

Contractual
Life

Warrants
Currently
Exercisable

$0.25 -
$1.75 4,427,000 2.92 Years

$

0.80

NOTE 8 � CONTINGENCY

2005 Private Offering

During 2005,  the Company raised
$1,000,000 through the sale of 4,000,000
shares of common stock in a limited
offering to persons bel ieved to be
accredited investors.  The Company
received a legal opinion from third party
outside counsel as to the availability of
an exemption from registration with the
U . S .  S e c u r i t i e s  a n d  E x c h a n g e
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Commission (�SEC�) with respect to the
limited offering.  In December 2005, the
Company was informed by the SEC that
it is investigating the circumstances
surrounding the $1,000,000 offering
including the subsequent public resale of
certain shares originally sold in the
offering, along with related matters.  The
Company has further been informed that
the original issuance of the stock and
subsequent resale may have been done,
in the opinion of the SEC, in violation of
the  regis t ra t ion  provis ions  of  the
Securities Act of 1933, as amended.
 These matters could lead to enforcement
action by the SEC.  

In or around January 2007, the SEC
issued an investigative subpoena to the
Company  d i r ec t ing  i t  t o  p roduce
specified documents and information.
 Thereafter, an SEC subpoena seeking
testimony by the Company�s president
was issued.   The Company and i ts
president have complied with all of the
SEC�s requests  for  documents  and
testimony.  The SEC has not indicated
whether or not it intends to take any
action against the Company or any of its
officers, directors or employees.  There
has been no communications with the
SEC r ega rd ing  t h i s  ma t t e r  s i n ce
December 2007.  

NOTE 9 � RELATED PARTY

Under the management agreement dated
August 1, 2005, the related party was
issued 200,000 shares of common stock
with a fair value of $584,000 which was
amortized over the term of the agreement
(one year), which expired in 2006.  In
February 2007, the Company entered
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into a contract with the related party and
issued 1,000,000 shares of common
stock with a fair value of $580,000.  In
addition, the Company issued a warrant
to  purchase  500,000 shares  of  i t s
common stock with a fair  value of
$348,000.  This contract was renewed in
March 2008 and the Company issued a
warrant to purchase 400,000 shares of its
c ommon  s t o c k  i n  e x c h a n g e  f o r
management services for one year,
valued at $332,000, fair value.  For the
three month period ending March 31,
2010 and 2009, the Company recognized
$0 and $55,330 in management expense.
 The Company decided not to renew its
management contract.  The contract was
terminated on February 28, 2009.

At June 30, 2010 the Company has
accrued officer salaries of $47,588.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

NOTES TO FINANCIAL
STATEMENTS

JUNE 30, 2010 AND 2009

NOTE 10 � SUBSEQUENT EVENTS

In July 2010 warrants to purchase 50,000
shares of common stock were exercised
for proceeds of $12,500.

Through August 16, 2010, 105,000
shares of common stock were purchased
pursuant to a private offering with total
proceeds of $105,000.
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Item 2.

Management's Discussion and
Analysis of Financial Condition and

Results of Operations

The following management's discussion
and analysis of financial condition and
r e s u l t s  o f  o p e r a t i o n s  p r o v i d e s
information that management believes is
r e l e v a n t  t o  a n  a s s e s sm e n t  a n d
understanding of our plans and financial
condit ion.  The fol lowing selected
financial information is derived from our
historical financial statements and should
be  read  in  con junc t ion  wi th  such
financial statements and notes thereto set
f o r t h  e l s ewh e r e  h e r e i n  a n d  t h e
" F o rwa r d -Look i n g  S t a t emen t s "
explanation included herein.

Overview

Lightwave  Logic ,  Inc . ,  fo rmer ly ,
Third-Order Nanotechnologies, Inc.,
formerly, PSI-TEC Holdings, Inc.,
formerly Eastern Idaho Internet Service,
Inc. was organized under the laws of the
State of Nevada in 1997, where we
engaged in the business of marketing
Internet services until June 30, 1998
when our operations were discontinued.
 We were then inactive until we acquired
PSI-TEC Corporation as our wholly
owned subsidiary on July 14, 2004, at
which time our name was changed to
PSI-TEC Holdings, Inc.  On October 20,
2006, we completed a parent-subsidiary
merger with PSI-TEC Corporation
whe r e by  we  we r e  t h e  s u r v i v i n g
corporation of the merger, and our name
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w a s  c h a n g e d  t o  T h i r d - O r d e r
Nanotechnologies, Inc. On March 10,
2 0 0 8 ,  w e  c h a n g e d  o u r  n am e  t o
Lightwave Logic, Inc. to better suit our
strategic business plan and to facilitate
stockholder recognition of our Company
and its business.

We are a developmental stage company
that has developed and continues to
d e v e l o p  A p p l i c a t i o n  S p e c i f i c
Electro-Optic Polymers (ASEOP) which
has high electro-optic activity and are
thermally and photo-chemically stable,
which we believe could have a broad
range of applications in the electro-optic
dev i c e  ma rke t .  We  eng inee r  ou r
proprietary electro-optic plastics at the
m o l e c u l a r  l e v e l  f o r  s u p e r i o r
performance, stability, cost-efficiency
and ease of processability.  We expect
our electro-optic plastics to broadly
r e p l a c e  m o r e  e x p e n s i v e ,
lower-performance materials that are
currently used in fiber-optic ground,
wireless and satellite communication
networks.

In order to transmit digital information at
extremely high-speeds (wide bandwidth)
over the Internet, it is necessary to
convert the electrical signals produced
by a computer into optical signals for
t r an smi s s i on  ove r  l ong -d i s t ance
fiber-optic cable.  The actual conversion
of electricity to an optical signal may be
performed by a molecularly-engineered
material known as an electro-optic
plastic.

W e  a r e  c u r r e n t l y  d e v e l o p i n g
electro-optic plastics that promise
performance many times faster than any
technology currently available and that
have unprecedented thermal stability.
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High -pe r f o rmance  e l e c t r o - op t i c
materials produced by our Company
have demonstrated stability as high as
350 degrees Celsius.  Stability above 300
degrees Celsius is necessary for vertical
integration into many semi-conductor
produc t ion  l ines .  Recen t  r e su l t s ,
i ndependen t l y  con f i rmed  by  t h e
U n i v e r s i t y  o f  A r i z o n a ,  h a v e
demons t r a t ed  t ha t  t he  mo lecu l a r
performance of some of our Company's
molecular designs perform 650% better
t h a n  c omp e t i t i v e  e l e c t r o - o p t i c
compounds.
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Our revenue model relies substantially
on the assumption that we will be able to
successfully develop electro-optic
products for applications within the
industr ies  described below. When
appropriate, we intend to create specific
materials for each of these applications
and use our proprietary knowledge base
to continue to enhance its discoveries.

·

Satellite Reconnaissance

·

Navigational Systems

·

Radar Applications

·

Telecommunications

·

Optical Interconnects

·

Optical Computing

·

Entertainment

·

Medical Applications
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To be successful, we must, among other
things:

·

Develop and maintain collaborative
relationships with strategic partners;

·

Continue to expand our research and
development efforts for our products;

·

Develop and continue to improve on our
manufacturing processes and maintain
stringent quality controls;

·

Produce commercial quantities of our
products at commercially acceptable
prices;

·

Rapidly  respond to  technologica l
advancements;

·

Attract, retain and motivate qualified
personnel; and

·

Obtain and retain effective intellectual
property protection for our products and
technology.

We  be l i eve  t h a t  Moo re ' s  Law  ( a
principle which states the number of
transistors on a silicon chip doubles
approximately every eighteen months)
w i l l  c r e a t e  m a r k e t s  f o r  o u r
high-performance electro-optic material
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products.

Plan of Operation

Since our inception, we have been
engaged primarily in the research and
development of our polymer materials
technologies and potential products. We
are devoting significant resources to
engineer next-generation electro-optic
plastics for future applications to be
u t i l i z ed  by  e l e c t r o - op t i c  d ev i c e
m a n u f a c t u r e r s ,  s u c h  a s
telecommunications component and
systems manufacturers, networking and
switching suppliers, semiconductor
companies, aerospace companies and
government agencies. We expect to
continue to develop products that we
intend to introduce to these rapidly
changing markets and to seek to identify
new markets. We expect to continue to
make significant operating and capital
e x p e n d i t u r e s  f o r  r e s e a r c h  a n d
development activities.
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As we move from a development stage
company to a product vendor, we expect
that our financial condition and results of
operations will undergo substantial
change. In particular, we expect to
record both revenue and expense from
product sales, to incur increased costs for
sales and marketing and to increase
general and administrative expense.
Accordingly, the financial condition and
results of operations reflected in our
historical financial statements are not
expected to be indicative of our future
f inancia l  condi t ion and resul ts  of
operations.

On August 8, 2006, we contracted with
T r i p l e  P l a y  C o mm u n i c a t i o n s
Corporat ion,  a  des ign and market
consu l t ing  company ,  to  de l iver  a
comprehensive market opportunity
assessment report for high speed 40G
( c o m m e r c i a l )  &  1 0 0 G +
(military/aerospace) modulators and
system applications.

In August ,  2006 we entered into a
co-location agreement with InPlane
Pho t o n i c s ,  a  N ew  J e r s e y - b a s e d
micro-optics company that allowed our
scientists to establish a pre-production
line in order to test and integrate our
organic materials into waveguide devices
and system prototypes as a first step
toward product commercialization. This
agreement was terminated at the end of
January 2007 so that we could focus on
pursuing a strategic relationship with
Photon-X LLC, a Pennsylvania-based
firm with extensive experience in
polymer waveguide processing. We
entered into a non-binding memorandum
of understanding with Photon-X, LLC in
December  2006  t o  work  t owards
creating a �fee for services� agreement
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with Photon-X, LLC to design, develop,
produce  and market  e lec t ro-opt ic
components based upon our polymer
techno logy ,  which  we  u l t ima te ly
finalized in March 2007. This agreement
wi th  Pho ton-X,  LLC enab les  our
Company access  to  a  ful l  sui te  of
f ab r i c a t i on  f a c i l i t i e s  c apab l e  o f
producing commercial quantities of
precision micro-optic devices such as
h i g h - s p e e d  ( 4 0 G H z )  t e l e c o m
modulators, optical filters, and optical
interconnects important to military and
civilian global information movement
and management markets.

On September 25, 2006 we obtained
independent laboratory results that
confirmed the thermal stability of our
Perkinamine electro-optic materials.
Thermal stability as high as 350 degrees
Celsius was confirmed, significantly
exceeding many other commercially
available high performance electro-optic
materials, such as CLD-1 which exhibits
thermal degradation in the range of 250
degrees Celsius to 275 degrees Celsius.
This high temperature stability of our
materials eliminates a major obstacle to
vertical integration of electro-optic
polymers into standard microelectronic
m a n u f a c t u r i n g  p r o c e s s e s  ( e . g .
wave/vapor-phase soldering) where
thermal stability of at least 300 degrees
Celsius is required. In independent
laboratory tests, ten-percent material
degradation, a common evaluation of
overall thermal stability, did not occur
until our Perkinamine material base was
exposed to temperatures as high as 350
degrees Celsius,  as determined by
Thermo-Gravimetric Analysis (TGA).
The test results supported our Company's
progress to introduce our materials into
commercial applications such as optical
interconnections, high-speed telecom
a n d  d a t a c om  m o d u l a t o r s ,  a n d
military/aerospace components.
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In July 2007, our Company developed an
innovative process to integrate our
unique architecture into our anticipated
commercial devices, whereby dendritic
spacer
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s y s t ems  a r e  a t t a ched  t o  i t s  c o r e
chromophore.  In  the  event  we are
successful in developing a commercially
v iab le  p roduc t ,  we  be l i eve  these
dendrimers will  reduce the cost of
manufacturing materials and reduce the
cost and complexity of tailoring the
m a t e r i a l  t o  s p e c i f i c  c u s t om e r
requirements.

I n  J a n u a r y  2 0 0 8 ,  w e  r e t a i n e d
TangibleFuture, Inc., a San Francisco
based technology analysis and business
development consulting company, to
generate an independent assessment of
our  bus iness  oppor tun i t ies  in  the
fiber-optic telecommunications and
optical computing sectors and develop
strategies to penetrate those potential
markets.

I n  Ma r c h  2 0 0 8 ,  w e  c ommen c e d
produc t ion  of  our  f i r s t  p ro to type
photonic chip, which we delivered to
Photon-X, LLC to fabricate a prototype
polymer optical modulator and measure
its technical properties. As a result of
delays caused by engineering setbacks
related to our material production, the
produc t ion  of  our  f i r s t  p ro to type
photonic chip was temporarily halted,
along with the completion of our proof
o f  concep t  t e s t s  t h a t  we re  be ing
administered by Dr. Robert Norwood at
the University of Arizona Photonics
Department. In order to address this
i s sue ,  Dr .  David  Ea ton�s  ro le  and
responsibilities with the Company were
significantly expanded, and we added
two veteran synthetic chemists to our
science and technology team. We have
since overcome a majority of these
eng inee r ing  se tbacks  and  we  a re
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currently in the continual process of
e x t e n s i v e  t e s t i n g  f o r  m a t e r i a l
performance, including, among other
tes ts ,  the  ( r33)  Teng-Man tes t ing
protocol. In June 2009 we released test
results conducted by Dr. C.C. Teng that
re-confirmed our previous test results,
and we intend to deliver completed
i n d e p e nd e n t  v a l i d a t e d  ma t e r i a l
performance test results, including the
(r33) Teng-Man testing protocol, as they
become ripe for release.  In July 2010
Photon-X retested the June 2009 test
coupons with the same results as Dr.
C.C. Teng found twelve months earlier
confirming the material�s stability.

I n  Augus t  2009 ,  Pho ton -X ,  LLC
commenced a compatible study, process
sequences, and fabricated wafers/chips
containing arrays of phase modulators.
The first one hundred plus modulators
were completed at the end of October
2 0 0 9 ,  a n d  w e r e  s u c c e s s f u l l y
characterized for insertion loss, Vpi,
modulation dynamic range and initial
frequency response in March 2010. The
multi-step manufacturing process we
utilized to fabricate our modulators
involved exposing our proprietary
Perk inamine  mate r i a l  to  ex t reme
conditions that are typically found in
standard commercial manufacturing
settings. Our step-by-step analysis
throughout the fabrication process
demonstrated to us that our Perkinamine
material can successfully withstand each
step of the fabrication process without
damage.  We had planned on completing
the  deve lopment  and  bu i ld ing  o f
f u n c t i o n a l  4 0Gb / s  a n d  1 00Gb / s
modulators during the second quarter of
2010. However, with current application
driven projects and evaluations we will
incur delays in this development. The
completion of these two modulator
designs will most likely be pushed out to
the end of the fourth quarter or in the
first quarter of 2011 in order for us to
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focus on applications that will most
likely generate revenue quicker for the
Company.
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In August 2009, we retained Perdix, Inc.
to help us identify and build prototype
products for high growth potential target
m a r k e t s  i n  f i b e r  o p t i c
telecommunications systems. During
Oc t o b e r  2 0 0 9 ,  w e  i n i t i a t e d  t h e
development and production of our
prototype amplitude modulator, which
can ultimately be assembled into 1- and
2- dimensional arrays that are useful for
optical computing applications, such as
encryption and pattern recognition. We
continue to work with our strategic
partner on this device.

In November 2009 we introduced our
new prototype phase modulator to the
Gilder/Forbes Telecosm Conference in
Tarrytown, New York and discussed
how Lightwave�s material could be spun
onto silicon chips prior to stacking and
used for input, output, and interconnect
due to the stabil i ty of Lightwave�s
electro-optic polymer and Lightwave�s
recent demonstration that its proprietary
Perkinamine material can survive all of
the r igors of  s tandard commercial
manu f a c t u r i ng  p r o c e s s e s .  O t h e r
a pp l i c a t i o n s  d i s c u s s ed  w i t h  t h e
conference attendees included low cost
m o d u l a t o r s  f o r  f i b e r  o p t i c
c ommun i c a t i o n s ,  mu l t i - c h ann e l
modulators for ultra dense wavelength
division multiplex systems, and optical
computing.

In December 2009 we filed our sixth
patent application. The provisional
application covers stable free radical
chromophores for use in Non-Linear
optical applications. The new polymeric
electro-optic material has enormous
potential in spatial light modulation and
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all  optical signal processing (light
switching light).

In January 2010 we entered into an
agreement  wi th  the  Univers i ty  of
Alabama at  Tuscaloosa to conduct
cooperative development, analytical
testing, optimization, and scale-up of our
proprietary materials platform, which
should help shorten the time to market
for our new Polymeric Electro-Optic
materials. In May 2010 we commenced
work ing  in  con junc t ion  wi th  ou r
university partners on programs that may
l e ad  t o  t h e  d ev e l opmen t  o f  n ew
commercially viable molecules.

I n  Ma r c h  2 0 10  we  s u c c e s s f u l l y
concluded the electrical and optical
pe r fo rmance  t e s t ing  s t age  o f  our
prototype phase modulator and began
App l i c a t i o n  Eng i n e e r i n g  o f  o u r
t e c h n o l o g y  i n  c u s t ome r  d e s i g n
environments and working directly with
interested large system suppliers to
attempt to engineer specific individual
product materials and device designs for
sale to or by these suppliers. In July
2 0 1 0 ,  a  l a r g e  s y s t em  s u p p l i e r
commenced testing and evaluation of our
electro-optic polymers.

In  Apri l  2010 we re-establ ished a
relationship with DARPA, the Defense
Advance Research Project Agency, by
sharing the technical data and test results
on our proprietary materials platform.
We believe our technology provides
solutions to some of their current and
future challenging projects.

I n  J une  2010 ,  we  en t e r ed  i n t o  a
technology application development
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subcontract agreement with Celestech,
Inc., a technology development and
engineer ing  f i rm whereby  we are
providing development-engineering
support to Celestech in exchange for a
cash fee based upon a direct hourly rate.
Initially the support is focusing on the
concept,

-31-

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

134



analysis, modeling and optical and
system engineering steps to integrate our
proprietary materials platform into an
optical computing application.

 We  u l t ima te ly  in t end  to  use  our
next-generation electro-optic plastics for
future applications vital to the following
industries. We expect to create specific
materials for each of these applications
as appropriate:

·

Satellite Reconnaissance

·

Navigational Systems

·

Radar Applications

·

Telecommunications

·

Optical Interconnects

·

Optical Computing

·

Entertainment

·

Medical Applications
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In an effort to maximize our future
revenue stream from our electro-optic
polymer products, we are currently
evaluating each of or some combination
of the following approaches:

·

Licensing our technology for individual
specific applications;

·

Entering into collaborative or joint
venture  agreements  wi th  one  or  a
number of partners; or

·

S e l l i ng  ou r  p r oduc t s  d i r e c t l y  t o
commercial customers.

Add i t i ona l l y ,  we  mus t  c r e a t e  an
infrastructure, including operational and
financial systems, and related internal
controls, and recruit qualified personnel.
Failure to do so could adversely affect
our ability to support our operations.

We have incurred substantial net losses
since inception. We have satisfied our
capital requirements since inception
primarily through the issuance and sale
of our common stock. During 2004 we
raised approximately $529,000 from the
issuance of convertible promissory
notes, of which $30,000 was converted
into common stock of the company
during 2004 and the remaining $499,000
converted in 2005. Also, during 2005,
we raised an aggregate of $1,000,000
from the private sale of our common
s t o c k .  D u r i n g  2 0 0 6 ,  w e  r a i s e d
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approximately $425,000 from the private
sale of our common stock, of which
$200,000 was rescinded during 2007.   

During 2007, we raised approximately
$2,301,524 from the private sale of our
common stock. During 2008, we raised
approximately $414,000 from the private
sale of our common stock and $375,270
upon the exercise of existing warrant
holder�s warrants. Through June 30,
2009, we raised approximately $855,000
from the sale of our private stock. We
have also issued shares of our common
stock and warrants to purchase shares of
our common stock in exchange for
services rendered to our company,
including
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professional services.  During October
2009 we obtained proceeds of $455,000
from the exercise of existing warrant
holder�s warrants.  From April through
mid August 2010 we obtained proceeds
of $602,200 from the exercise of existing
warrant holder�s warrants and the private
sale of our common stock.

Award

On September  26 ,  2006 ,  we  were
awa rded  t h e  2006  E l e c t r o -Op t i c
Materials Technology Innovation of the
Year Award by Frost & Sullivan.  Frost
& Sullivan's Technology Innovation of
the Year  Award is  bestowed upon
candidates whose original research has
resulted in innovations that have, or are
e x p e c t e d  t o  b r i n g ,  s i g n i f i c a n t
contributions to multiple industries in
t e rm s  o f  a d o p t i o n ,  c h a n g e ,  a n d
compe t i t i ve  pos tu re .  Th i s  award
recognizes the quality and depth of our
Company's research and development
program as  wel l  as  the vis ion and
risk-taking that enabled us to undertake
such an endeavor.

Results of Operations

Comparison of three months ended
June 30, 2010 to three months ended
June 30, 2009

Revenues
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The Company is a development stage
company that  commenced i ts  f i rs t
research revenue project resulting in net
revenues of $3,200 for the three months
ended June 30, 2010.  There were no
revenues during 2009.  

Operating Expenses

Our operating expenses were $883,469
and $677,621 for the three months ended
June 30, 2010 and 2009, respectively, for
an increase of $205,848. This increase in
operating expenses was due primarily to
amortization of warrants as part of the
employment agreement entered into with
the Company�s new non-executive chair
of the board of directors, an increase in
investor relations expenses and an
increase in laboratory electro-optic
device prototype, development and
testing expenses.   

Included in our operating expenses for
the three months ended June 30, 2010
wa s  $ 3 1 9 , 7 1 5  f o r  r e s e a r c h  a n d
development expenses compared to
$272,920 for the three months ended
June  30 ,  2009,  for  an  increase  of
$46,795. This is primarily due to an
increase in laboratory electro-optic
device prototype, development and
test ing expenses of  $57,225,  from
$29,095 for the three months ended June
30, 2009 to $86,320 for the three months
ended  June  30 ,  2010 ,  o f f se t  by  a
reduction in stock compensation and
stock option amortization of $21,085
from $133,085 for the three months
ended June 30, 2009 to $112,000 for the
three months ended June 30, 2010.  
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Research and development expenses
c u r r e n t l y  c o n s i s t  p r i m a r i l y  o f
compensation for employees engaged in
i n t e r n a l  r e s e a r c h  a n d  p r o d u c t
development activities;  laboratory
opera t ions ,  ou tsourced  pro to type
electro-optic device development and
processing work; material testing; fees;
costs; and related operating expenses.  

We  e x p e c t  t o  c o n t i n u e  t o  i n c u r
substantial research and development
expense to develop and commercialize
our electro-optic material platform.
These expenses will increase as a result
of continued development to support
commercialization of our electro-optic
materials technology; subcontracting
work to build prototypes; expanding and
equipping in-house laboratories; hiring
add i t i ona l  t echn ica l  and  suppor t
personnel; pursuing other potential
business opportunities; and incurring
related operating expenses.

General and administrative expense
consists primarily of compensation and
support costs for management staff, and
for other general and administrative
costs, including executive, sales and
marketing, investor relations, accounting
and finance, legal, consulting and other
operating expenses.

General and administrative expenses
increased $159,053 to $563,754 for the
three months ended June 30,  2010
compared to $404,701 for the three
months  ended June 30,  2009.  The
increase is due primarily to amortization
of warrants as part of the employment
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ag r e emen t  en t e r ed  i n t o  w i t h  t h e
Company�s new non-executive chair of
the board of directors and an increase in
investor relations expenditures.

Accounting fees decreased $38,500 to
$10,500 for the three months ended June
30, 2010 compared to $49,000 for the
three months ended June 30, 2009 since
the operations for the three months
ended June 30, 2009 included fees
a s s o c i a t e d  w i t h  s t a r t u p  w h i c h
c ommen c e d  o n  Ma r c h  1 ,  2 0 0 9 ,
preparation of the 2008 Form 10-K,
resolution of prior payroll tax filing
issues primarily associated with the
October 2006 reorganization and other
accounting issues.  Amortization of
w a r r a n t s  f o r  a c c o u n t i n g  a n d
adminis t rat ive services  decreased
$17,788 from $71,153 for the three
months ended June 30, 2009 to $53,365
for the three months ended June 30, 2010
since for the three month period ending
June 30, 2009, the inception to date
amortization was reflected in the results
of operations for that quarter.

S tock compensat ion  increased  by
$125,065 to $196,218 for the three
months ended June 30, 2010 compared
to $71,153 for the three months ended
June 30, 2009. The stock compensation
for the three month period ended June
and  J u n e  3 0 ,  2 009  i n c l u d ed  t h e
aforementioned amortization of warrants
for  accounting and administrat ive
expenses. This total increase in stock
compensation is primarily due to the
amortization of warrants of $74,047 as
part  of the employment agreement
entered into with the Company�s new
non-executive chair of the board of
directors  dur ing 2010.   The s tock
compensation for the three month period
ended June 30, 2010 also included
$68,806 in amortization of warrants for a
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f inancia l  inves tor  advisory  board
member.
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Investor relations expenses increased by
$60,588 from $1,662 for the three
months ended June 30, 2009 to $62,250
for the three months ended June 30, 2010
to expand the Company�s exposure to a
broader base of investors.  

Included in the results of operations for
the three months ended June 30, 2010
are expenses totaling $16,430 for the
Company�s annual stockholder meeting.  

Travel expenses increased by $6,668 to
$11,947 for the three months ended June
30, 2010 from $5,279 for the three
months ended June 30, 2009 primarily
for the additional travel to investor
conferences.     

Legal fees decreased $16,257 to $29,250
for the three months ended June 30, 2010
compared to $45,507 for the three
months ended June 30, 2009.  

We expect general and administrative
expense to increase in future periods as
we increase the level of corporate and
adminis t ra t ive act ivi ty ,  including
increases associated with our operation
as a public company; and significantly
increase expenditures related to the
future production and sales of our
products.

Net Loss
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Net loss was $880,425 and $678,203 for
the three months ended June 30, 2010
and 2009, respectively, for an increase of
$202,222, primarily resulting from
increase in operating expenses which
was due primarily to amortization of
warrants as part of the employment
ag r e emen t  en t e r ed  i n t o  w i t h  t h e
Company�s new non-executive chair of
the board of directors, an increase in
investor relations expenses and an
increase in laboratory electro-optic
device prototype, development and
testing expenses.  

Comparison of six months ended June
30, 2010 to six months ended June 30,
2009

Revenues

The Company is a development stage
company that  commenced i ts  f i rs t
research revenue project resulting in net
revenues of $3,200 for the six months
ended June 30, 2010.  There were no
revenues during 2009.

Operating Expenses

Our operating expenses were $1,894,174
and $1,434,605 for the six months ended
June 30, 2010 and 2009, respectively, for
an increase of $459,569. This increase in
operating expenses was due primarily to
amortization of warrants of as part of the
employment agreement entered into with
the Company�s new non-executive chair
of the board of directors, increases in
l a b o r a t o r y  e l e c t r o - o p t i c  d e v i c e
prototype, development and testing
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expenses and investor relations expenses
offset by a decrease in management fees
a n d  d e c r e a s e s  i n  r e s e a r c h  a n d
development stock compensation and
awards.   
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Included in our operating expenses for
the six months ended June 30, 2010 was
$599,208 for research and development
expenses compared to $722,636 for the
six months ended June 30, 2009, for a
decrease of $123,428. This is primarily
due to a reduction in stock compensation
and  s tock  op t ion  amor t i za t ion  o f
$235,650 from $458,417 for the six
months ended June 30, 2009 to $222,767
for the six months ended June 30, 2010
offset by an increase in laboratory
e l e c t r o - o p t i c  d e v i c e  p r o t o t y p e ,
development and testing expenses of
$100,960, from $31,370 for the six
months ended June 30, 2009 to $132,330
for the six months ended June 30, 2010.  

Research and development expenses
c u r r e n t l y  c o n s i s t  p r i m a r i l y  o f
compensation for employees engaged in
i n t e r n a l  r e s e a r c h  a n d  p r o d u c t
development activities;  laboratory
opera t ions ,  ou tsourced  pro to type
electro-optic device development and
processing work; material testing; fees;
costs; and related operating expenses.  

We  e x p e c t  t o  c o n t i n u e  t o  i n c u r
substantial research and development
expense to develop and commercialize
our electro-optic material platform.
These expenses will increase as a result
of continued development to support
commercialization of our electro-optic
materials technology; subcontracting
work to build prototypes; expanding and
equipping in-house laboratories; hiring
add i t i ona l  t echn ica l  and  suppor t
personnel; pursuing other potential
business opportunities; and incurring
related operating expenses.
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General and administrative expense
consists primarily of compensation and
support costs for management staff, and
for other general and administrative
costs, including executive, sales and
marketing, investor relations, accounting
and finance, legal, consulting and other
operating expenses.

General and administrative expenses
increased $582,997 to $1,294,966 for the
s i x  mon th s  ended  June  30 ,  2010
compared to $711,969 for the six months
ended June 30, 2009. The increase is due
primarily to amortization of warrants as
part  of the employment agreement
entered into with the Company�s new
non-executive chair of the board of
directors and an increase in investor
relat ions expendi tures  offset  by a
decrease in management fees.

Management fees decreased $55,330 to
$0 for the six months ended June 30,
2010 compared to $55,330 for the six
months ended June 30, 2009 since the
Company decided not to renew its
management contract on February 28,
2009.

Accounting fees decreased $37,000 to
$21,000 for the six months ended June
30, 2010 compared to $58,000 for the six
months ended June 30, 2009 since the
operations for the six months ended June
30, 2009 included fees associated with
startup, preparation of the 2008 Form
10-K, resolution of prior payroll tax
filing issues primarily associated with
the October 2006 reorganization and
other accounting issues.  Amortization of
w a r r a n t s  f o r  a c c o u n t i n g  a n d
adminis t ra t ive  services  increased
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$35,577 from $71,153 for the six months
ended June 30, 2009 to $106,730 for the
six months ended June 30, 2010 since
the agreement for accounting services
commenced during the first quarter of
2009.

-36-

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 10-K

149



Stock compensat ion  increased  by
$540,182 to $611,335 for the six months
ended June 30,  2010 compared to
$71,153 for the six months ended June
30, 2009. The stock compensation for
the six month period ended June 30,
2009 included the aforementioned
amortization of warrants for accounting
and administrative expenses. This total
increase in  s tock compensat ion is
primarily due to the amortization of
warrants of $430,447 as part of the
employment agreement entered into with
the Company�s new non-executive chair
of the board of directors during 2010.
 The stock compensation for the six
month period ended June 30, 2010 also
included $74,158 in amortization of
warrants for a financial investor advisory
board member.

Travel expenses increased by $14,285 to
$27,028 for the six months ended June
30,  2010 from $12,743 for  the six
months ended June 30, 2009 primarily
for the additional travel to investor
conferences.    

Investor relations expenses increased by
$96,026 from $1,662 for the six months
ended June 30, 2009 to $97,688 for the
six months ended June 30, 2010 to
expand the Company�s exposure to a
broader base of investors.  

Included in the results of operations for
the six months ended June 30, 2010 are
expenses  to ta l ing $16,430 for  the
Company�s annual stockholder meeting.
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Legal fees decreased $17,982 to $45,376
for the six months ended June 30, 2010
compared to $63,358 for the six months
ended June 30, 2009.  

We expect general and administrative
expense to increase in future periods as
we increase the level of corporate and
adminis t ra t ive act ivi ty ,  including
increases associated with our operation
as a public company; and significantly
increase expenditures related to the
future production and sales of our
products.

Net Loss

Net loss was $1,891,077 and $1,435,600
for the six months ended June 30, 2010
and 2009, respectively, for an increase of
$455,477, due primarily to amortization
of warrants of as part of the employment
ag r e emen t  en t e r ed  i n t o  w i t h  t h e
Company�s new non-executive chair of
the board of directors, increases in
l a b o r a t o r y  e l e c t r o - o p t i c  d e v i c e
prototype, development and testing
expenses and investor relations expenses
offset by a decrease in management fees
a n d  d e c r e a s e s  i n  r e s e a r c h  a n d
development stock compensation and
awards.   

Significant Accounting Policies

Our discussion and analysis of our
f inancia l  condi t ion and resul ts  of
operations are based on our financial
statements, which have been prepared in
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accordance with accounting principles
generally accepted in the United States.
The preparation of these f inancial
statements requires us to make estimates
and judgments that affect the reported
amounts of assets, liabilities, revenues
and expenses, and related disclosure of
contingent
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assets and liabilities. On an ongoing
basis, we evaluate our estimates based
upon historical experience and various
other assumptions that we believe to be
reasonable under the circumstances, the
results of which form the basis for
making judgments about the carrying
values of assets and liabilities that are
not readily apparent from other sources.
Our actual results may differ materially
from these estimates.

We believe our critical accounting
policies affect our more significant
estimates and judgments used in the
preparation of our financial statements. 
Our Annual Report on Form 10-K for
the year ended December 31, 2009
contains a discussion of these critical
accounting policies. There have been no
signif icant  changes in our cri t ical
accounting policies since December 31,
2009.  See our Note 1 in our unaudited
financial statements for the six months
ended June 30, 2010, as set forth herein.

Liquidity and Capital Resources

During the six months ended June 30,
2010 ,  ne t  cash  used  in  ope ra t ing
activities was $736,217 and net cash
used in investing activities was $42,047,
wh i c h  wa s  d u e  p r ima r i l y  t o  t h e
Company�s research and development
activities and general and administrative
expenditures.  Net cash provided by
financing activities for the six months
ended June 30, 2010 was $484,700.  At
June  30 ,  2010,  our  cash  and  cash
equivalents totaled $166,425, our assets
totaled $565,029, our liabilities totaled
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$135,313, and we had stockholders�
equity of $429,716.

Sources and Uses of Cash

Our future expenditures and capital
requirements will depend on numerous
factors, including: the progress of our
research and development efforts; the
rate at which we can, directly or through
arrangements with original equipment
manufacturers ,  in t roduce and sel l
products incorporating our plast ic
materials technology; the costs of filing,
prosecuting, defending and enforcing
any patent claims and other intellectual
property rights; market acceptance of our
products and competing technological
deve lopments ;  and  our  ab i l i ty  to
establish cooperative development, joint
venture and licensing arrangements.  We
expect that we will incur in excess of
$1,200,000 of expenditures over the next
12 months. Our cash requirements are
expected to increase at a rate consistent
with the Company�s path to revenue
growth as we expand our activities and
ope ra t i ons  w i th  t he  ob j ec t i ve  o f
commercializing our electro-optic plastic
technology during the latter portion of
2010.

Our business does not presently generate
the cash needed to finance our current
and anticipated operations. We believe
we have sufficient capital to finance our
opera t ions  th rough  the  middle  of
October 2010 however, we need to
obtain additional financing to finance
our operations until such time that we
c a n  c o n d u c t  p r o f i t a b l e
r e v e n u e - g e n e r a t i n g  a c t i v i t i e s .
Management  is  working to  obtain
f inancing to  cont inue  to  fund our
operations.  Such future sources of
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financing may include cash from equity
offerings, exercise of stock options,
war ran t s  and  p roceeds  f rom deb t
instruments; but we cannot assure you
that such equity or borrowings will be
available or, if available, will be
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at rates or prices acceptable to us. If
adequate funds are not available to
satisfy either short-term or long-term
capital requirements, or if planned
revenues are not generated, we may be
required to substantial ly l imit  our
operations. This limitation of operations
may include reduct ions  in  capi ta l
expenditures and reductions in staff and
discretionary costs.

We  expec t  t h a t  ou r  c a sh  u s ed  i n
operations will increase during the
remainder of 2010 and beyond as a result
of the following planned activities:

·

The addition of management, sales,
marketing, technical and other staff to
our workforce;

·

Increased spending for the expansion of
our research and development efforts,
including purchases  of  addi t ional
laboratory and production equipment;

·

Increased spending in marketing as our
p roduc t s  a r e  i n t roduced  i n to  t he
marketplace;

·

D e v e l o p i n g  a n d  m a i n t a i n i n g
collaborative relationships with strategic
partners;

·
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Dev e l o p i n g  a n d  imp r o v i n g  o u r
manufacturing processes and quality
controls; and

·

I n c r e a s e s  i n  o u r  g e n e r a l  a n d
administrative activities related to our
operations as a reporting public company
and re la ted  corpora te  compl iance
requirements.

Analysis of Cash Flows

For the six months ended June 30, 2010

Net cash used in operating activities was
$736,217 for the six months ended June
30, 2010, consisting of payments for
research  and  deve lopment ,  l ega l ,
professional and consulting expenses,
rent and other expenditures necessary to
develop our business infrastructure,
offset by $1,089,105 in options and
warrants issued for services, $37,500 in
amort izat ion of  prepaid expenses,
$14,622 in depreciat ion expenses,
$10,596 in prepaid expenses and $3,637
in  accoun t s  payab le  and  acc rued
expenses.

Net cash used by investing activities was
$42,047 for the six months ended June
30, 2010, consisting of $26,714 in cost
for intangibles and $15,333 in asset
additions for the lab.

Net cash provided by financing activities
was $484,700 for the six months ended
June 30, 2010 and consisted of $484,700
from the exercise of warrants.
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Inflation and Seasonality

We do not believe that our operations are
significantly impacted by inflation. Our
business is not seasonal in nature.
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Item 4

Controls and Procedures

Evaluation of Disclosure Controls and
P r o c e d u r e s .   T h e  C o m p a n y � s
management, with the participation of
the Company�s Principal Executive
Officer and Principal Financial Officer,
evaluated the effect iveness  of  the
Company�s disclosure controls and
p rocedu r e s  ( a s  d e f i n ed  i n  Ru l e s
13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as
amended) as of June 30, 2010.  Based on
this evaluation, the Company�s Principal
Execu t i v e  Of f i c e r  and  P r i n c i pa l
Financial Officer concluded that, as of
June 30, 2010 the Company�s disclosure
controls and procedures were effective,
in that they provide reasonable assurance
that information required to be disclosed
by the Company in the reports that it
files or submits under the Securities
Exchange Act of 1934, as amended, is
recorded, processed, summarized and
repor t ed  wi th in  the  t ime  pe r iods
specified in the Securities and Exchange
Commission�s rules and forms, and is
accumulated and communicated to the
Company�s management, including the
Company�s Principal Executive Officer
and Principal Financial Officer, as
appropriate to allow timely decisions
regarding required disclosure.

Changes in Internal  Control  Over
Financial Reporting. There were no
changes in our internal control over
financial reporting during the quarter
ended June 30, 2010 that have materially
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affected, or are reasonably likely to
materially affect, our internal control
over financial reporting.

PART II � OTHER INFORMATION

Item 2

Unregistered Sales of Equity
Securities and Use of Proceeds

During the period covered by this report,
six persons exercised warrants/options to
purchase  the  number  of  shares  of
common stock at the exercise price as set
forth below:

Type of
security

No. of
shares

exercised
Exercise
price ($)

Warrant 730,000 .25
Warrant 10,000 .345
Warrant 25,000 .50
Warrant 282,500 1.00
Option 15,000 .25

We re l i ed  on  Sec t ion  4 (2 )  o f  the
Securities Act since the transaction did
not involve any public offering. No
underwri ters  were ut i l ized and no
commissions or fees were paid with
respect to the transaction.
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Item 6 

Exhibits

The following exhibits are included
herein:

Exhibit No.

Description of Exhibit

31.1

Certification pursuant to Rule 13a-14(a)
of the Securities Exchange Act of 1934,
as amended, executed by the Principal
Executive Officer of the Company.

31.2

Certification pursuant to Rule 13a-14(a)
of the Securities Exchange Act of 1934,
as amended, executed by the Principal
Financial Officer of the Company.

32.1

Certification pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act
of 2002, executed by the Principal
Executive Officer of the Company.

32.2
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Certification pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act
of 2002, executed by the Principal
Financial Officer of the Company.
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SIGNATURES

Pursuant to the requirements of the
Securities Exchange Act of 1934, the
registrant has duly caused this report to
b e  s i g n e d  o n  i t s  b e h a l f  b y  t h e
undersigned thereunto duly authorized.

LIGHTWAVE LOGIC, INC.

Registrant

By: /s/ James S. Marcelli
       James S. Marcelli,

       Chief Executive Officer

Date: August 16, 2010

By: /s/ James S. Marcelli
       James S. Marcelli,

       Chief Executive Officer

Date: August 16, 2010

By: /s/ Andrew J. Ashton
      Andrew J. Ashton,

       Treasurer
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Date: August 16, 2010
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