EDGAROnline

KOPIN CORP

FORM 10-Q

(Quarterly Report)

Filed 11/12/02 for the Period Ending 09/28/02

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

125 NORTH DRIVE

WESTBOROUGH, MA 01581

508-870-5959

0000771266

KOPN

3674 - Semiconductors and Related Devices
Semiconductors

Technology

12/31

Powere d By ED‘GA;Rbn]ine

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

KOPIN CORP

FORM 10-Q

(Quarterly Report)

Filed 11/12/2002 For Period Ending 9/28/2002

Address 695 MYLES STANDISH BLVD
TAUNTON, Massachusetts 02780
Telephone 508-824-6696
CIK 0000771266
Industry Electronic Instr. & Controls
Sector Technology
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR I5(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended September 28, 2002

Commission file number 0-19882

KOPIN CORPORATION

(Exact name of registrant as specified in its @ra

Delaware 04-2833935
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organizatiot Identification No.)
695 Myles Standish Blvd., Taunton, MA 02780-1042
(Address of principal executive office (Zip Code)

Registrar’s telephone number, including area c(508) 82-6696

Indicate by check mark whether the registrant @ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pasta@s. Yes [X] No[]

Inidicate by check mark whether the registranhisecelerated filer (as defined in Rule 12b-2 effixchange Act). Yes [X] No[]
Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date.

Class Outstanding as of October 31, 2002

Common Stock, par value $ . 69,382,731
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RISK FACTORS

This Form 10-Q report contains forward-looking staients within the meaning of the securities lawsdhe based on current
expectations, estimates, forecasts and projectosit the industries in which Kopin operates, mamagnt’s beliefs, and assumptions made
by management. In addition, other written or or@tsments which constitute forward-looking statetsi@may be made by or on behalf of
Kopin. Words such g‘expects”, “anticipates”, “intends”, “plans”, “beli eves”, “could”, “seeks”, “estimates”, and variatios of such words
and similar expressions are intended to identifghsiorward-looking statements. These statements@trguarantees of future performance
and involve certain risks, uncertainties and asstioms which are difficult to predict. Therefore taal outcomes and results may differ
materially from what is expressed or forecastedunh forward-looking statements, whether as a tefutew information, future events or
otherwise. Factors that could cause or contribwetich differences in outcomes and results, in¢lbdeare not limited to, those discussed

below.

We have experienced a history of losses and havsignificant accumulated deficit. Since inception, we have incurred significant
net operating losses. As of September 28, 2002adeah accumulated deficit of $89.9 million. We aatressure you that we will achieve
profitability in the future.

Our revenue and cash flow could be negatively afféed by the loss of any of the few customers who aamt for a substantial
portion of our revenues. A few customers account for a substantial partif our revenues. In 2002, Conexant Systems rdehgsr
wireless division with Alpha Industries to createy®orks Solutions, Inc. On a pro forma basis, asagrthe merger occurred on January 1,
1999, sales of our HBT transistor wafers to Skywdbklutions would have accounted for approxima2@Bs, 46%, and 49% of our total
revenues for the years ended December 31, 2000, a6@ 1999, respectively. Sales to Mitsubishi Eie€Company, Ltd. were 11% and 1!
of our total revenues for the years ended Dece@be2000 and 1999, respectively. For the yearse@badeember 31, 2001, 2000 and 1999,
revenues from multiple contracts with various W&vernmental agencies accounted for approximagaly236, and 7%, respectively, of our
total revenues. We anticipate that sales of our ItBiiisistor wafers to Skyworks Solutions will conté to represent a significant portion of
our revenues for the near future. However, we lpimegotiate terms for the sale of our HBT tratwi wafers to Skyworks Solutions for the
subsequent 12 month period, commencing each Septeantl as of November 2002 we had not finalizedgaeement with Skyworks
Solutions relating to the sale of our HBT trangistafers for the next 12 months. One of the issad® resolved in our negotiations with
Skyworks Solutions is their desire to find a seceadrce for HBT transistor wafers. We believe thiatorically we provide the vast majority
of HBT transistor wafers to both Alpha Industriesl@&onexant Systems. Accordingly our negotiatiandda result in Kopin supplying a
smaller percentage of Skywork Solutions HBT tramsitafer requirements. A failure to reach an agresgnwith Skyworks Solutions or a
delay in orders from Skyworks Solutions or any of other significant customers would materiallyued our revenue and cash flow and
adversely affect our ability to achieve profitatyili

If we are unable to significantly increase our CybeDisplay production capacity and reduce our CyberDsplay production costs,
our business will suffer. Our CyberDisplay product line currently hasdfigant fixed costs and our ability to achieve figability in that
product line depends upon achieving significantsablumes and higher gross profit margins. We lianited experience manufacturing
display products and have only recently producaddyberDisplay products at volumes necessary teeaetprofitability. If we are unable to
maintain our CyberDisplay production levels anduegimanufacturing costs, we may lose customer s@tat our display business will
become unprofitable.

Our CyberDisplay products may not be widely accepta by the market.  Our success will in large part depend on thaespread
adoption of the viewing format of our CyberDisplayducts. Our success also depends upon the wassbponsumer acceptance of our
customers’ products. Potential customers may hetaat to adopt our CyberDisplay products becafisercerns surrounding perceived
risks relating to:

. The introduction of our display technology generall
. Consumer acceptance of our CyberDisplay produnts; a

. The relative complexity, reliability, usefulnesgdagost-effectiveness of our display products comgao other display products
available in the market or that may be developednycompetitors

In addition, our customers may be reluctant to tglgn a relatively small company such as Kopirefaritical component. We cannot
assure you that prospective customers will adopCyberDisplay products or that consumers will @tar CyberDisplay products. If we
fail to achieve market acceptance of our CyberRigplroducts, our business may not be successfuhanhlue of your investment in Kopin
may decline.



Table of Contents

Our success depends on the growth and evolution thfe wireless and fiber optic communications markets Sales of products for
wireless and fiber optic communications applicationnstitute a significant portion of our currentigrojected product revenues and cash
flows. We are dependent on customer orders foethesducts for wireless and fiber optic communaradi applications, which in turn depend
on the current and anticipated market demand fozless and fiber optic communications in generat.the year ended December 31, 2001,
product revenues from the sale of ourVlproducts declined compared to the prior year asalt of worldwide inventory accumulation in
supply chain of wireless and fiber optic communaag products and related components. The defer@dncellation of customer orders due
to excessive inventory or lack of demand will adedy impact our results of operations.

In addition, the implementation of higher bandwidtfrastructure will be needed to drive the devetept of the next generation of
wireless communications services. These develomneciude data oriented services, such as Intémestsing capabilities and the ability to
view e-mail and other information that should irage the demand for our products. Our future sucgiisdepend in large part on the
widespread adoption of this infrastructure anddbe&-effectiveness of these services to the consume

We generally do not have long-term contracts with @r customers, which makes forecasting our revenuemd operating results
difficult.  We generally do not enter into agreements withcustomers obligating them to purchase our prsd@ur business is
characterized by short-term purchase orders amingmt schedules and we generally permit orders wahceled or rescheduled without
significant penalty. As a result, our customers magse purchasing our products at any time, whakesforecasting our revenues difficult.
In addition, due to the absence of substantial ceorcelable backlog, we typically plan our produttmd inventory levels based on internal
forecasts of customer demand, which are highly ediptable and can fluctuate substantially. Our afieg results are difficult to forecast
because we are continuing to invest in capital@gant and increasing our operating expenses forpmeduct development. If we fail to
accurately forecast our revenues and operatindtsesur business may not be successful and the\atlyour investment in Kopin may
decline.

Potential fluctuations in operating results make financial forecasting difficult and could adversely #ect the price of our common
stock. Our quarterly and annual revenues and operatisigits may fluctuate significantly for severasens including:

. The timing and successful introduction of additiamanufacturing capacity;

. The timing of the initial selection of our IlI-V dCyberDisplay products as a component in our caste’ new products;
. Availability of interface electronics for our Cylgisplay products supplied by Motorola and otherdas.

. Competitive pressures on selling prices of our pobst

. The timing and cancellation of customer orders;

. Our ability to introduce new products and techniegn a timely basis;

. Our ability to successfully reduce costs;

. The cancellation of U.S. government contracts; and

. Our ability to secure agreements from our majotarasrs for the purchase of our products.

We typically plan our production and inventory lsvbased on internal forecasts of customer demahidh are highly unpredictable
and can fluctuate substantially. Our operatingltesure difficult to forecast because we are caitig to invest in capital equipment and
increasing our operating expenses for new prodextldpment.

As a result of these and other factors, you shoatdely on our revenues and our operating re$oftany one quarter or year as an
indication of our future revenues or operating hssuf our quarterly revenues or results of opierat fall below expectations of investors or
public market analysts, the price of our commomwlstmuld fall substantially.

Disruptions of our production of our Ill-V products would adversely affect our operating results. If we were to experience any
significant disruption in the operation of our féi#s, we would be unable to supply 111-V produbttsour customers. Our manufacturing
processes are highly complex and customer speiiiicsaare extremely precise. We periodically modify processes in an effort to improve
yields and product performance and to meet paaiauistomer requirements. Process changes ormibiglems that occur in the compl
manufacturing process can result in interruptiongroduction or significantly reduced yields. Adaiitally, as we introduce new equipment
into our manufacturing processes, our IlI-V product
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could be subject to especially wide variations Bnuofacturing yields and efficiency. We may experemanufacturing problems that would
result in delays in product introduction and detjver yield fluctuations. We are also subject te tisks associated with the shortage of raw
materials used in the manufacture of our products.

Our ability to manufacture and distribute our Cyber Display products would be severely limited if thehird party that we rely on
to manufacture integrated circuits for our CyberDisplay products fails to provide those services. We depend on United
Microelectronics Corporation, or UMC, for the fatation of integrated circuits for our CyberDisplaypducts. We have no long-term
contracts with UMC. If UMC were to terminate itsargement with us or become unable to providedhaired capacity and quality on a
timely basis, we would be able to manufacture dmijl sur CyberDisplay products only in limited quiéies until replacement foundry
services could be obtained. Furthermore, we caasgire you that we would be able to establishratie manufacturing and packaging
relationships on acceptable terms.

Our reliance on UMC involves certain risks, inclugti
. The lack of control over production capacity antiveey schedules;
. Limited control over quality assurance, manufacigyields and production costs; and

. The risks associated with international commermauding unexpected changes in legal and regulatayyirements, changes in
tariffs and trade policies and political and ecormmstability.

UMC, as well as several other third parties withiakhwe do business, is located in Taiwan. Due ¢oethirthquake that occurred in
Taiwan in 1999 and the typhoon that occurred iwaaiin September 2001, many Taiwanese companigading UMC, experienced relat
business interruptions. UMC has resumed normalatioeis; however, our business could suffer sigaifity if UMC’s operations were
disrupted again for an extended period of time, tdugatural disaster or political unrest.

We depend on third parties to provide integrated aicuit chip sets and other critical raw materials fa use with our CyberDisplay
products. We do not manufacture the integrated circuip glets necessary for use with our CyberDisplaglpets. Instead, we rely on th
party independent contractors for these integreitedit chip sets and other critical raw materidgtorola currently produces all integrated
circuit chip sets used with our CyberDisplay praduno camcorders. If Motorola or any other thirdtpavere unable or unwilling to supply
these integrated circuit chip sets or other ciiitiaas materials, we would be unable to sell our &¥kisplay products until a replacement
supplier could be found. We cannot assure youahiaplacement supplier could be found on reasortabies or in a timely manner. In the
three month period ended September 30, 2000, twaro¥endors could not supply the quantity or gyalf critical raw materials we needed.
As a result, we were unable to meet customer dermadaur manufacturing yield and gross margins \aexersely affected. Any
interruption in our ability to manufacture and distite our CyberDisplay products could cause ospldly business to be unsuccessful and the
value of your investment in Kopin may decline.

We may not be able to operate multiple manufacturig facilities successfully. A critical part of our business strategy is the
expansion of our production capacity both integnatid using third party manufacturers. We are distdbg a second internal facility to
manufacture our IlI-V products. We also are incieg®ur CyberDisplay product manufacturing capéibsiat our Korean subsidiary, Kowon
Technology (“Kowon”). In particular, we expect tacreasingly rely upon Kowon for back-end packagihgur CyberDisplay products. If we
are unable to significantly increase our manufaetucapacity at Kowon, we may be able to manufacturd ship our CyberDisplay products
only in limited quantities until replacement foupdervices could be obtained.

We are also considering the establishment of additiinternal and third party manufacturing capties to produce both our 111-V and
CyberDisplay products. To date, we have operatdédare facility for our IlI-V product line.

Our ability to successfully operate additional mfasturing sites will depend on a number of factaduding:
. The identification and availability of appropriated affordable sites;

. The management of facility construction and develept timing and costs;

. The transfer of our manufacturing techniques tdtamdl sites, particularly Kowon;

. The establishment of adequate management and iafmmsystems and financial controls; and

. The adaptation of our complex manufacturing progesair additional sites.
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Additionally, we cannot be sure that any new oragmdged manufacturing facilities will have operatiegults similar to those of our
current facilities. Any failure to effectively imgient our expansion strategy would adversely impaictbility to grow our business.

Increased competition may result in decreased demdror prices for our products. Competition in the markets for our products is
intense and we may not be able to compete suctlgs¥fle compete with several companies primarilgaged in the business of designing,
manufacturing and selling integrated circuits ¢ermative display technologies, as well as the kupfother discrete products. Our
competitors could develop new process technoldbetsmay be superior to ours, including technols gt target markets in which our
products are sold. Many of our existing and posmbmpetitors have strong market positions, caraiole internal manufacturing capacity,
established intellectual property rights and sutisghtechnological capabilities. Furthermore, tladso have greater financial, technical,
manufacturing, marketing and personnel resourcaswe do, and we may not be able to compete suotigssith them.

In addition, many of our existing and potentialtomsers manufacture or assemble wireless commuoitatievices and have substar
in-house technological capabilities and substdwytgkater resources than we do. We may not betatdell our products to these customers
and they may begin to commercialize their inteasgdabilities and become our competitors. If onewflarge customers establishes internal
design and manufacturing capabilities, it couldeham adverse effect on our operating results.

We expect competition to increase. This could mewamer prices or reduced demand for our products. éfithese developments would
have an adverse effect on our operating results.

If we fail to keep pace with changing technologiesye may lose customers. The advanced semiconductor materials and displa
industries are characterized by rapidly changirgiauaer requirements and evolving technologies addstry standards. To achieve our
goals, we need to enhance our existing productslanelop and market new products that keep padeasittinuing changes in industry
standards and requirements and customer preferdfeescannot keep pace with these changes, ainéss could suffer.

We may not be successful in protecting our intellegal property and proprietary rights.  Our success depends in part on our
ability to protect our intellectual property andprietary rights. We have obtained certain domestit foreign patents and we intend to
continue to seek patents on our inventions whenogpiate. We also attempt to protect our proprietaformation with contractual
arrangements and under trade secret laws. Our gegd@and consultants generally enter into agreeneentaining provisions with respect
confidentiality and the assignment of rights toentions made by them while in our employ. Thesesuess may not adequately protect our
intellectual and proprietary rights. Existing traskeret, trademark and copyright laws afford omhited protection and our patents could be
invalidated or circumvented. Moreover, the laws®eftain foreign countries in which our products arenay be manufactured or sold may
fully protect our intellectual property rights. Mispropriation of our technology and the costs één@ing our intellectual property rights fre
misappropriation could substantially impair our iess. If we are unable to protect our intelleciuralperty and proprietary rights, our
business may not be successful and the value afigeestment in Kopin may decline.

Our products could infringe on the intellectual property rights of others.  Our products could be found to infringe on the
intellectual property rights of others. Other comipa may hold or obtain patents or inventions bepproprietary rights in technology
necessary for our business. If we are forced tertkfgainst infringement claims, we may face cdsttyation, diversion of technical and
management personnel, and product shipment dedags, if the allegations of infringement are unwated. If there is a successful claim of
infringement against us and we are unable to dpvebm-infringing technology or license the infrimger similar technology on a timely
basis, or if we are required to cease using omeave of our business or product names due to assfud trademark infringement claim
against us, it could adversely affect our business.

Our business could suffer if we lose the service$, or fail to attract, key personnel. In order to continue to provide quality
products in our rapidly changing business, we lrelieis important to retain personnel with expecie and expertise relevant to our business.
Our success depends in large part upon a numl@yahanagement and technical employees. The lab& cervices of one or more key
employees, including John C.C. Fan, our PresideaiCGhief Executive Officer, could seriously impeme success. We do not maintain any
“key-man”insurance policies on Dr. Fan or any other emplsybeaddition, due to the level of technical anatketing expertise necessar
support our existing and new customers, our suagiisgepend upon our ability to attract and rethighly skilled management, technical,
and sales and marketing personnel. Competitiohifgrly skilled personnel is intense and there mayily a limited number of persons with
the requisite skills to serve in these positionse b lower I11-V product revenues resulting frome tcurrent slowdown in the market for
wireless and fiber optic communications products,have taken certain cost reduction measures,dimgueducing our workforce, reducing

6
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senior management pay and delaying salary incretithe wireless and fiber optic communicationskess experience an upturn, we may
need to increase our workforce. Due to the conipetitature of the labor markets in which we operag may be unsuccessful in attracting
and retaining these personnel. Our inability teeattand retain key personnel could adversely tffacability to develop and manufacture
products.

We may be unable to grow at our historical growth ates or at all, and if we grow we may be unable tmanage our growth
effectively. In 1999 and 2000, we experienced significaotdin in sales of our IlI-V and CyberDisplay prodaidiVe believe that the high
growth rates of 1999 and 2000, driven principaljyshles of our HBT Transistor wafers, was the tesfuthe adoption of digital wireless
handsets. Due to a significant slowdown in the eg® and fiber optic communication markets andrageeeral economic conditions, our
sales declined in 2001. In addition, we cannotr@sgau that our systems, procedures, controls aistireg and planned space will be
adequate to support our future operations. As@tresthese concerns, we cannot be sure that Wi, or, if we do grow, that we will be
able to achieve our historical growth rate.

We may pursue acquisitions and investments that cdadiadversely affect our business. In the past we have made, and in the future
we may make, acquisitions of and investments ifnesses, products and technologies that could @it or expand our business. If we
identify an acquisition candidate, we may not bie &b successfully negotiate or finance the actjaisior integrate the acquired businesses,
products or technologies into our existing busireess products. Future acquisitions could resuttdtentially dilutive issuances of equity
securities, the incurrence of debt and contingabilities, amortization expenses and write-dowhaamguired assets.

We may incur significant liabilities if we fail to comply with stringent environmental regulations orif we did not comply with
these regulations in the past. We are subject to a variety of federal, staie lacal governmental regulations related to tres a®rage,
discharge and disposal of toxic or otherwise hamasdhemicals used in our manufacturing proceshoAgh we believe our activities
conform to environmental regulations, the failuwedbmply with present or future regulations cowdult in fines being imposed on us,
suspension of production, or, a cessation of oea®tWe cannot assure you that we have not, ipaisg violated applicable laws or
regulations which could result in required remeadiabr other liabilities.

You should not expect to receive dividends from us. We have not paid cash dividends in the pastdoave expect to pay cash
dividends for the foreseeable future. We anticiplase earnings, if any, will be retained for theselepment of our businesses.

Our stock price may be volatile in the future. The trading price of our common stock has méaject to wide fluctuations in
response to quarter-to-quarter variations in resafloperations, announcements of technologicahiations or new products by us or our
competitors, general conditions in the wireless igmmications, semiconductor and display marketspgésiin earnings estimates by analysts
or other events or factors. In addition, the pubtimck markets have experienced extreme priceradihg volatility in recent months. This
volatility has significantly affected the marketqas of securities of many technology companiesdasons frequently unrelated to the
operating performance of the specific companiegséhroad market fluctuations may adversely affectmarket price of our common stock.
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PART I.

FINANCIAL INFORMATION

KOPIN CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

Assets
Current asset:
Cash and equivalen

Marketable securities, at fair val

(unaudited)

Accounts receivable, net of allowance of $1,300,800 $1,350,00

Billed

Unbilled
Inventory
Prepaid taxe

Prepaid expenses and other current a:

Total current asse

Property, plant and equipment, |
Other asset

Goodwill, net

Intangible assets, n

Total asset

Liabilities and Stockholde’ Equity
Current liabilities:
Accounts payabl
Accrued payroll and expens
Other accrued liabilitie

Total current liabilities

Minority interest
Commitments and contingenci
Stockholder' equity:

Preferred stock, par value $.01 per share: Autkdri3,000 share

none issued and outstandi

Common stock, par value $.01 per share: Authoriz2d,000,000 shares;
issued: 69,380,150 shares in 2002 and 69,045,%82sm 200:

Additional paic-in capital

Accumulated other comprehensive |

Deficit

Total stockholder equity

Total liabilities and stockholde’ equity

See notes to condensed consolidated financiahstats.

8

September 28, 200

December 31, 200

$ 67,684,225 $ 7442585
50,573,99 30,009,30
7,160,67- 7,210,57(

— 33,97
5,823,64- 8,713,741
544,65( 419,67
1,060,51- 3,349,72!

132,847,73 124,162,83
37,394,85 40,813,24
8,201,69" 24,943,79

— 12,582,38
936,36t 1,146,711

$ 179,380,65 $ 203,648,96

$ 12,96874 $ 12,040,442
1,733,73 861,73
5,141,771 4,829,86!
19,844,24 17,732,02
2,628,02! 1,585,98

693,80 690,45
260,323,08 259,141,71
(14,179,54) (2,369,67)
(89,928,96) (73,131,53)
156,908,37 184,330,96

$ 179,380,65 $ 203,648,96
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KOPIN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues
Product revenue
Research and development rever

Expenses
Cost of product revenut
Research and developm
Selling, general and administrati
Other
Impairment charg

Income (loss) from operatiol

Other income and expens
Interest and other incon
Interest and other expen

Income (loss) before minority interest in income of
subsidiary
Minority interest in income of subsidia

Income (loss) before cumulative effect of accoumtin
change
Cumulative effect of accounting char

Net income (loss

Income (loss) before cumulative effect of accoumtin
change per shar
Basic
Diluted

Cumulative effect of accounting change per sh
Basic

Diluted

Net income (loss) per shal
Basic

Diluted

Weighted average number of common shares outsigr

Basic

(unaudited)

Three Months Ended

Nine Months Ended

September 28, 20C

September 29, 200

September 28, 20C

September 29, 20C

$ 2123288 $ 1197394 $ 5870339 $ 3546118
653,93 288,76° 1,601,29! 1,012,79.
21,886,82 12,262,71 60,304,68 36,473,97
15,387,14 15,786,77 45,438,27 47,437,82
3,664,54! 3,716,77! 11,076,45 11,081,65
2,509,72. 3,120,77: 8,214,12; 11,869,55
55,50( 120,90 210,35( 283,16t

— — — 5,341,78.
21,616,90 22,745,24 64,939,20 76,013,98
269,91 (10,482,52) (4,634,51) (39,540,01)
789,83 1,499,00! 1,870,74 24,445 60
(121,66%) (126,98:) (616,12¢) (307,28()
938,07: (9,110,50) (3,379,89) (15,401,68)
(346,53) (124,03) (835,15¢) (250,32f)
591,53« (9,234,53) (4,215,04) (15,652,01)

— — (12,582,38) —

$ 591,53 $ (9,23453) $ (16,797,43) $ (15,652,01)
$ 01 % (149 $ (06 $ (.24)
$ 01 3 (149 3 (06 $ (.24)
$ — $ — $ (18 $ —
$ — $ — $ (18 $ —
$ 001 $ (149 3 (24 % (.24)
$ 001 $ (149 $ (249 $ (.24)
70,014,74 65,211,38 69,298,06 65,069,27




Diluted 70,014,74 65,211,38 69,298,06 65,069,27

See notes to condensed consolidated financiahsémes.
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KOPIN CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(unaudited)

Three Months Ended Nine Months Ended

September 28, 20C September 29, 200 September 28, 20C September 29, 20C

Net income (loss $ 591,53: $ (9,23453) $ (16,797,43) $ (15,652,01)
Foreign currency translation adjustme (98,54¢) (20,765 423,87¢ (32,719
Reclassification of unrealized loss to realized — — (1,681,889 —

Unrealized gain (loss) on marketable securities (4,456,19) (11,064,99) (10,551,85) (7,358,60)
Comprehensive los $ (3,963,20) $ (20,320,29) $ (28,607,30) $ (23,043,33)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
Nine months ended September 28, 2002 and Septemi2&; 2001

(unaudited)
Common Stock . Accumulated
Additional Other
Paid-in Deferred Comprehensive
Shares Amount Capital Compensatior Income (Loss) Deficit Total
Balance, December 31, 20 64,681,11 $646,81: $216,274,52 $ (55,01%) $ 328,39¢ $(50,418,14) $166,776,56
Exercise of stock options 715,33( 7,152 2,496,891 — — — 2,504,04.
Amortization of compensation relating to grant o
stock option: — — — 41,26 — 41,26
Net unrealized gain on marketable securi — — — — (7,358,60) — (7,358,60)
Foreign currency translation adjustments — — — (32,719 (32,719
Net loss for the nir-month period ended September
29, 2001 — — (15,652,01) (15,652,01)
Balance, September 29, 2001 65,396,44 $653,96¢ $218,771,41 $ (13,750 $  (7,062,93) $(66,070,15) $146,278,53
I I I L | I I I
Balance, December 31, 2001 69,045,53 $690,45! $259,141,71 — $ (2,369,67) $(73,131,53) $184,330,96
Exercise of stock optior 334,61¢ 3,34¢ 1,181,37! — — — 1,184,711
Net unrealized loss on marketable secur — — — — (12,233,74) — (12,233,74)
Foreign currency translation adjustments — — — — 423,87¢ — 423,87¢
Net loss for the nir-month period ended Septemi
28, 2002 — — — — — (16,797,43) (16,797,43)
Balance, September 28, 20 69,380,15 $693,80: $260,323,08 — $  (14,179,54) $(89,928,96) $156,908,37
I I I L | I I I

See notes to condensed consolidated financiahstats.
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KOPIN CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss
to net cash provided by (used in) operating a@tisi

Depreciation and amortizatic
Amortization of stock option compensati
Minority interest in income of subsidia
Impairment Charg
Net (gain) loss on investment activ
Cumulative effect of accounting char
Changes in assets and liabiliti

Accounts receivabl

Inventory

Prepaid expenses and other current a:

Intangible assel

Accounts payable and accrued expel

Net cash provided by (used in) operating activi

Cash flows from investing activitie
Marketable securitie
Other asset
Capital expenditure

Net cash used in investing activiti

Cash flows from financing activitie
Principal payment on loi-term obligations
Proceeds from exercise of stock opti
Net cash provided by financing activiti
Effect of exchange rate changes on ¢

Net decrease in cash and equivalt
Cash and equivalents, beginning of pel

Cash and equivalents, end of per

Supplementary informati—Interest paid in cas

See notes to condensed consolidated financiahsémes.

(unaudited)

11

Nine months ended

September 28, 20C

September 29, 20C

$ (16,797,43)

$ (15,652,01)

7,364,56! 9,442,75:
— 41,26¢

835,15 275,79

— 5,341,78.

604,87¢ (20,882,38)
12,582,38 —
230,62: 8,313,12;

3,021,56! (3,112,54)
2,197,32: 6,517,15

— 148,31

1,926,23; 1,897,06:

11,965,29 (7,669,68)

(20,124,44) (2,879,95)
3,467,23 5,172,90"

(3,416,06)) (7,032,54)

(20,073,27) (4,739,59)

— (750,000)

1,184,711 2,504,04:
1,184,71 1,754,04:

181,66: (64,009

(6,741,60) (10,719,24)
74,425,85 13,332,97

$ 6768425 $ 261373
$ —  $ 14181
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KOPIN CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. BASIS OF PRESENTATIC

The consolidated financial statements for the nioaths ended September 28, 2002 and Septembed@B a?e unaudited and include all
adjustments which, in the opinion of managememtn@cessary to present fairly the results of omerafor the periods then ended. All such
adjustments are of a normal recurring nature. Bffedanuary 1, 2002 Kopin Corporation (“the Comygamecorded the cumulative effect of
an accounting change resulting from the adoptio&tatement of Financial Accounting Standard (“SFAS8.142, Goodwill and Other
Intangible Assets. These consolidated financiaéstants should be read in conjunction with the obidated financial statements and notes
thereto included in the Company’s Annual ReporForm 10-K filed with the Securities and Exchanger@assion (File No. 0-19882) for
the year ended December 31, 2001.

The results of the Company’s operations for angrint period are not necessarily indicative of thguits of the Company’operations for ar
other interim period or for a full fiscal year.

The consolidated financial statements include to®ants of the Company, its wholly owned subsidmeand Kowon Technology Co., Ltd.
(“Kowon”), a majority owned (67%) subsidiary locdtm Korea. All intercompany transactions and be¢enhave been eliminated.

2. FOREIGN CURRENCY TRANSLATI(

Assets and liabilities of non-U.S. operations aaeslated into U.S. dollars at period end exchaatgs, and revenues and expenses at rates
prevailing during the quarter. Resulting transhatémjustments are recorded as part of accumulahberd comprehensive loss and aggregate
$379,730 of unrealized gain at September 28, ZD@hsaction gains or losses are recognized in isoonioss currently.

3. NET INCOME (LOSS) PER SHAI

Basic net income (loss) per share is computed ubmgveighted average number of shares of comnuak siutstanding during the period.
Diluted net income (loss) per share is computedguie weighted average number of common sharep@edtial common shares
outstanding during the period using the treasurthote Potential common shares consist of outstgnoltions issued under the Company’s
stock option plans, and have not been includeahynperiods where the effect would be anti-dilutive.

4. INVENTORY

Inventory is stated at the lower of cost (firstfirst out method) or market and consists of tHefang:

September 28, 2002 December 31, 2001
Raw Materials $ 3,614,511 $ 7,583,24
Work in Progres: 1,779,68! 900,88t
Finished Good 429,44 229,60
Total Inventory $ 5,823,64 $ 8,713,74

5. OTHER CURRENT AND NGCURRENT ASSET

Other assets consist primarily of marketable andmarketable securities in various companies. Nankatable equity securities are carried
at cost and aggregated $4,119,000 and $3,890,®&pt¢mber 28, 2002 and December 31, 2001, regpkycti

During the three months ended June 30, 2001, tinep@ony exchanged its interest in Kendin Communiaatitnc. (Kendin) for 986,054
shares of Micrel Incorporated (Micrel) common stoak part of Micrel ‘s acquisition of Kendin, aretorded a net gain of approximately
$24,600,000 on the exchange. On the date of theaege the closing price of Micrel’'s common stocls\$29.31. Also during the three
months ended June 30, 2001, the Company recogaingide-down of $5,667,000 of certain non marketad@curities as a result of an other
than temporary decline in their value. The net galated to these transactions of approximately
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$20,900,000 is included in interest and other ineamthe consolidated statement of operationsifemine months ended September 29,
2001.

During the quarter ended June 29, 2002, as thd idfghe lapse of a contingency period relateth®sale of Kendin, the Company received
115,448 shares of Micrel common stock which weeyipusly held in escrow. During the quarter the @any sold 249,448 shares of Micrel
and recognized a net loss of approximately $100¢00these transactions.

Since the receipt of the Micrel shares, the Comgwasyaccounted for its investment in Micrel comratotk as available-for-sale securities
and changes in the value of the Micrel investmewehbeen reflected in Other Comprehensive IncomeSéptember 28, 2002 the closing
price of Micrel's common stock was $6.16. As a tesfithe decline in the price of Micrel common atdhe Company has continued to
monitor the valuation of its Micrel investment ahthe valuation does not recover, an other thampterary impairment is required to be
recognized in the Statement of Operations. As pt&aber 28, 2002 the Company held approximately@8&Pshares of Micrel common
stock.

Non-current marketable securities, which consist prilpaf the Company’s investment in the common kto€Micrel, are carried at fair-
value. The fair-value of non-current marketableusigies was $4,017,000 at September 28, 2002. Gnogcognized losses on non-current
marketable securities were $15,095,000 at Septeghe2002.

6. RECENT ACCOUNTING PRONOUNCEMEN

Effective January 1, 2002, the Company adopted SNASL42, Goodwill and Other Intangible Assets.sT$tatement changed the accoun
for goodwill and indefinite-lived intangible assétsm an amortization approach to an impairment@pproach. As a result of the adoption
of SFAS No. 142, the Company recorded a transitigoadwill impairment charge of $12,582,383, whislpresented as a cumulative effect
of accounting change in the consolidated statenwrdperations. The Company estimated the fairevalthe impacted reporting unit usin
discounted cash flow model.

Effective with the adoption of SFAS No. 142 goodwinortization was discontinued. Goodwill amortiaatfor periods prior to January 1,
2002 is included in selling, general and administeaexpenses. The following tables reconcile nebime (loss) and per share results adjL
for the implementation of SFAS No. 142 for all pei$ presented:

Three months ended Nine months ended
September 28, 20C September 29, 20C September 28, 20C September 29, 20C
Income (loss) before cumulative effect of accoumtin
change $ 591,53: $ (9,23453) $ (4,21504) $ (15,652,01)
Add back: goodwill amortizatio — 531,50( — 1,594,501
Adjusted net income (loss) before cumulative eftéct
accounting chang 591,53 (8,703,03) (4,215,049 (14,057,51)
Cumulative effect of accounting char — — (12,582,38) —
Adjusted net income (los $ 591,53« $ (8,703,03) $ (16,797,43) $ (14,057,51)

Adjusted income (loss) per share for all periodsspnted are the same amounts for both basic anddigarnings per share and are as
follows:

Three months ended Nine months ended
September 28, 20C September 29, 20C September 28, 20C September 29, 20C
Adjusted net income (loss) before cumulative eftéct
accounting change per sh— basic and dilute $ .01 $ (19 $ (06) $ (-29)
Cumulative effect of accounting change per sharbkasic
and dilutec $ — $ .01 $ (18 % .0z
Net income (loss) per sha— basic and dilute $ 01 8 (13) % (29 3 (.22
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In August 2001, the Financial Accounting Standddard (“FASB”) released SFAS No. 144, Accountingttte Impairment or Disposal of
Long-Lived Assets, which became effective in 20BBAS No. 144 establishes standards for accountingripairment of long-lived assets
used by an entity or held for sale, and providedance on developing estimates of cash flows amd/édues used in measuring impairments.

In June 2002, the FASB issued SFAS No. 146, Acéogribr Costs Associated with Exit or Disposal Adies. SFAS No. 146 addresses the
recognition, measurement, and reporting of costes@ated with exit and disposal activities, inchglrestructuring activities, which includes
costs relating to terminating a contract that isanoapital lease, costs to consolidate facilitieselocate employees, and certain termination
benefits provided to employees who are involuntaatminated. SFAS No. 146 is effective for exitdsposal activities initiated after
December 31, 2002. The Company has not completealuation of the impact of the implementatiorthis statement on its consolidated
financial position or results of operations.

ltem 2. MANAGEMENT'S DISCUSSION AND ANALYSIS ORARNCIAL CONDITION AND RESULTS OF OPERATIONS
FORWARD LOOKING STATEMENTS

Certain of the statements contained in this ForaQ1thcluding Management’s Discussion and Analgdiinancial Condition and
Results of Operations, are forwaabking statements that involve a number of rigkd ancertainties. In addition to the risks and utadeties
set forth in this Form 10-Q, other factors thatldazause actual results to differ materially in@uaithout limitation, the following: general
economic and business conditions and growth iriléganel display and the gallium arsenide integgtaircuit and materials industries, sales
growth of the wireless handset industry, the susfaétroduction of our CyberLite product, the ieagh of competitive products and pricing,
availability of integrated circuit fabrication fdities, cost and yields associated with the proiducdf our products, availability of interface
electronic chips to run our CyberDisplay produkiss of significant customers, acceptance of oadpcts, continuation of strategic
relationships, changes in foreign currency exchaages, and the risk factors and cautionary statésvisted from time to time in the
Company’s periodic reports and registration stateésBled with the Securities and Exchange Comnaigsincluding but not limited to our
Annual Report on Form 10-K for the fiscal year etid>ecember 31, 2001.

BUSINESS MATTERS

Kopin is a leading developer and manufacturer #haded semiconductor materials and miniature #agpdisplays. We use our
proprietary technology to design, manufacture aadket our IlI-V and CyberDisplay products for uaehighly demanding commercial
wireless communication and high resolution portagplications. Our products enable our customedet@lop and market an improved
generation of products for these target application

We have two principal components of revenues: prbravenues and research and development revePrgglict revenues consist of
sales of our Ill-V products, principally galliumsanide (“GaAs”) HBT transistor wafers, and our lofeCyberDisplay products. Our GaAs
HBT transistor wafers and our CyberDisplay prodactsused primarily in wireless handsets and cateecey respectively. For the nine mo
period ended September 28, 2002, we had produehues of $58.7 million, or 97.3% of total revenaempared to $35.5 million, or 97.2%
of total revenues for the same period in 2001.

Research and development revenues consist prindrilgvelopment contracts with agencies of the gdvernment for advanced
displays. For the nine months ended September@®®,2esearch and development revenues were $lliGmor 2.7% of total revenues
compared to $1.0 million, or 2.8% of total reventarsthe same period in 2001.

Results of Operations

Revenues. Our total revenues for the three and nine nwatided September 28, 2002 were $21.9 million &d3%million,
respectively, compared to $12.3 million and $36illion during the corresponding periods in 2001isTtepresents an increase in total
revenues of approximately $9.6 million and $23.8iom for the three and nine months ended Septerd8e2002, respectively. Our product
revenues were $21.2 million and $58.7 million foe three and nine months ended September 28, 2002aced to $12.0 million and $35.5
million for the corresponding periods in 2001, e&ses of approximately $9.2 million and $23.2 wnil|irespectively. For the nine months
ended September 28, 2002, 11l-V and CyberDisplaypct sales were $27.0 million and $31.7 milliespectively, as compared to $20.2
million and $15.2 million, respectively, for thenei months ended September 29, 2001. Research aeldpi@ent revenues for the three and
nine months ended September 28, 2002 were $.oméaind $1.6 million compared to $.3 million andGhillion for the corresponding
periods in 2001. For the three and nine monthseéSdptember 28, 2002, the increase in IlI-V prodegénues is attributable to increased
demand from customers who incorporate our GaAs ktBisistor wafers into components used in wirehesglsets and the increase in
CyberDisplay product sales is a result of additi@esign wins from new camcorder customers anceagad penetration into the product |i
of existing camcorder customers.

Skyworks Solutions is our largest IlI-V tuser. Sales to Skyworks Solutions represented @764 total revenue for the year ended
December 31, 2001. We typically negotiate termgtersale of our HBT transistor wafers to SkywdBksutions for the subsequent 12 month
period commencing in each September. As of Novera®@?2 we had not finalized an agreement with Skiedor the next 12 months. A
failure to reach an agreement with Skyworks Sohgiavould materially reduce our revenue, cash flad @arnings.
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International sales represented 55% and 57% ohrtesefor the nine months ended September 28, 26D3aeptember 29, 2001,
respectively. International sales are primarilyesailf CyberDisplay products to consumer electraraoufacturers primarily located in Japan
and Korea. Our international sales are primarilyateinated in U.S. currency. Consequently, a streaming of the U.S. dollar could increase
the price in local currencies of our products irefgn markets and make our products relatively nesqgensive than competitors’ products
that are denominated in local currencies, leadirg reduction in sales or profitability in thosedign markets. In addition, sales of our
CyberDisplay products in Korea are transacted tjincaur Korean subsidiary, Kowon. Kowon'’s salesmimnarily denominated in U.S.
dollars, however Kowon’s operating costs are denaiaid in Korean won. As a result, our financialifiams and results of operation are
subject to exchange rate fluctuation. We haveaiatrt any protective measures against exchang#uetigations, such as purchasing hedg
instruments with respect to such fluctuations, beeaf the relatively stable exchange rate betleedapanese yen, Korean won and the U.
S. dollar.

Cost of Product Revenues. Cost of product revenues, which is comprisethafterials, labor and manufacturing overhead reélaie
our products, was $15.4 million and $45.4 millicespectively, for the three and nine months endgale®nber 28, 2002 compared to $15.8
million and $47.4 million during the correspondipgriods in 2001. For the nine months ended Septe2&&002 and September 29, 2001,
cost of product revenues as a percentage of pradiles was 77.4% and 133.8%, respectively. Theedserin cost of product revenues as a
percentage of sales for the nine month period eSdgdember 28, 2002 as compared to the nine menitdpended September 29, 2001 was
primarily the result of fixed costs being leverage@r a higher sales volume, lower raw materiatt,@nd increased yields in CyberDisplay
production, partially as a result of a design cleimgthe display.

Research and Development. Research and development expenses (R&D) aver@dcunder development programs for 111-V
products, CyberDisplay products and other prodactsin support of development programs funded lepneigs of the U.S. government.
Included within our 111-V products is our new Cyhée blue light emitting diode. R&D costs includafing, purchases of materials and
laboratory supplies, equipment, circuit design gofstbrication and packaging of display produats, averhead. Funded R&D expense was
$.8 million and $2.6 million for the three and nimenths ended September 28, 2002 compared to $iémaind $1.7 million for the
corresponding periods in the prior year, represgrnticreases of $.2 million and $.9 million, regpesly. Internal R&D expense was $2.9
million and $8.5 million for the three and nine ntemended September 28, 2002, respectively, compar®3.1 million and $9.4 million
during the corresponding periods in 2001.

Selling, General and Administrative. Selling, general and administrative expensgs&3.) consist of the expenses incurred by our
sales and marketing personnel and related expearsgidministrative and general corporate expe®s&&A was $2.5 million and $8.2
million for the three and nine months ended SeptarB, 2002 as compared to $3.1 million and $11l€omduring the corresponding
periods in 2001. The reduction in S,G&A expenseniftbe corresponding nine month period in the pyéar is principally the result of
discontinuing goodwill amortization of approximat&l1.6 million, as required by Statement of Finahgiccounting Standards No. 142, and
lower legal and patent maintenance fees of $.9anitind bad debt expenses of $1.0 million.

Other.  Other expenses, consisting primarily of amatton of patents were approximately $.1 million &2 million for the three ai
nine month periods ended September 28, 2002, ridaglgc compared to approximately $.1 million an@ #illion during the corresponding
periods in 2001. The year to year decrease is@agéduction in amortization expense.

Other Income and Expenses. Other income and expense net, was $.7 milllah%L.3 million for the three and nine months ended
September 28, 2002 compared to $1.4 million and1$@4llion during the corresponding periods in 20Bitluded in the three and nine
months ended September 28, 2002 were approxints&élp00 and $240,000 of foreign exchange gaindaases, respectively, resulting
from our Korean subsidiary, Kowon. During the threenth period ended June 30, 2001 we exchangeihteuest in Kendin
Communications, Inc. (Kendin) for shares of Mictatorporated (Micrel) as a result of Micrel’s adition of Kendin. At the date of the
exchange the closing price of Micrel's common steels $29.31 and we recorded a net gain of $208m#s a result of this exchange and
the write-down of certain investments due to areothan temporary decline in their value duringdharter ended June 30, 2001. Also
included in Other Income and Expense for the threknine months ended September 28, 2002 is ote shéhe net losses of our equity
investment.

Since the receipt of Micrel shares, the Companyaeasunted for its investment in Micrel common @ailable-for-sale securities and
changes in the value of the Micrel investment Hasen reflected in Other Comprehensive Income. QuteBber 28, 2002 the closing price
Micrel's common stock was $6.16. As a result ofdeeline in the price of Micrel common stock then@any has continued to monitor the
valuation of its Micrel investment and if the vaiioa does not recover, an other than temporary impent may be recognized in the
Statement of Operations. As of September 28, 200Zbmpany held approximately 652,000 shares ofélaommon stock.
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Liquidity and Capital Resources

We have financed our operations primarily througbliz and private placements of our equity se@sijtresearch and development
contract revenues, and sales of our 1ll-V and Cislay products. We believe our available casbuases will support our operations and
capital needs for at least the next twelve months.

As of September 28, 2002, we had cash and equigadend marketable securities of $118.3 million edking capital of $113.0
million compared to $104.4 million and $106.4 noilli respectively, as of December 31, 2001. Dutiegrine month period ended Septen
28, 2002 the increase in cash and equivalents ankletable securities was primarily due to cash igiex/from operations of $12.0 million,
and proceeds from the exercise of stock optior&ldt million and the sale of other investments&B3$nillion, offset by capital and
investment expenditures of $3.4 million.

We lease facilities located in Taunton and Westhghg Massachusetts, Scotts Valley, California, @otimbia, Maryland, under non-
cancelable operating leases. The Taunton leasé@® élxpugh May 2010. The Westborough lease exjir€xctober 2003. The Scotts Valley
lease expires in 2007. The Maryland lease expir@905. We are currently obligated to make leagengats of approximately $4.0 million
over the remaining terms of these leases, howegerxpect to enter into new leases during 2002hiwestborough facility.

We expect to expend approximately $5.0 million apital expenditures over the next twelve monthisparily for the acquisition of
equipment relating to the production of our IlI-®yberDisplay and other products.

On October 9, 2002, the Company authorized thairehase of up to $15 million of Kopin Stock oveme year period. The Company
has not repurchased any stock through Septemb&022,

Recent Accounting Pronouncements

Effective January 1, 2002, we adopted Statemehtr@ncial Accounting Standards (“SFAS”) No. 142,08will and Other Intangible
Assets. This statement changed the accountingofmawill and indefinite-lived intangible assets fram amortization approach to an
impairment-only approach. In addition, SFAS No. té2ased the amortization of goodwill.

As of January 1, 2002, we had $12,582,383 of golbdslated to the October 2000 acquisition of Suppitaxial Products, Inc. Using
the SFAS No. 142 approach described above, wededa transitional goodwill impairment charge o2 $B2,383, which is presented as a
cumulative effect of accounting change in the ctidated statements of operations. The transitionphirment charge resulted from
application of the new impairment methodology idtroed by SFAS No. 142.

Effective January 1, 2002, goodwill amortizationswdiscontinued. Goodwill amortization for period®pto January 1, 2002 is
included in selling, general and administrativeenges.

In August 2001, the FASB released SFAS No. 144 p#nting for the Impairment or Disposal of Long-LivAssets, which became
effective in 2002. SFAS No. 144 establishes statgifor accounting for impairment of loriged assets used by an entity or held for sald,
provides guidance on developing estimates of dasisfand fair values used in measuring impairments.

In June 2002, the FASB issued SFAS No. 146, Acéogrior Costs Associated with Exit or Disposal Aities. SFAS No. 146
addresses the recognition, measurement, and mepaiticosts associated with exit and disposal gietsy including restructuring activities,
which includes costs relating to terminating a cacttthat is not a capital lease, costs to conawitacilities or relocate employees, and
certain termination benefits provided to employebs are involuntarily terminated. SFAS No. 146ffeetive for exit or disposal activities
initiated after December 31, 2002. The Companynmagompleted its evaluation of the impact of tipliementation of this statement on its
consolidated financial position or results of opierss.

ltem 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MERIRISK

We invest our excess cash in high quality goverrtiraad corporate financial instruments which bearolevels of relative risk. We
believe that the effect, if any, of reasonably mesnear-term changes in interest rates on oanfiral position, results of operations and cash
flows should not be material. Included in othertésss an equity investment in Micrel, Inc. (Migrtdtaling approximately $4,017,000 which
is subject to declines in value because of eithecific operating issues at Micrel or an overattlohe in the stock market. We sell our
products to customers worldwide. We maintain arkeséor potential credit losses. We are exposezhtmges in foreign currency exchange
rates primarily through our translation of our figresubsidiary’s financial position and resultoopkrations, and transaction gains and losses
as a result of non U.S. dollar denominated cashsflieelated to business activities in Asia.
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Item 4. CONTROLS AND PROCEDURI

Within the 90 days prior to the date of this repas carried out an evaluation, under the sup@wiand with the participation of our
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenesslué design and operation of our
disclosure controls and procedures pursuant to &g Act Rule 13a-14. Based upon that evaluationChief Executive Officer and Chief
Financial Officer concluded that our disclosuretools and procedures are effective in timely ahgrtthem to material information relating to
us (including our subsidiaries) required to beudeld in our periodic SEC filings.

CHANGES IN INTERNAL CONTROLS

Our management, including our Chief Executive @ifiand Chief Financial Officer, reviewed our in@roontrols and there have been
no significant changes in our internal controlécoour knowledge, in other factors that could digantly affect such internal controls
subsequent to the date of their evaluation.

PART Il. OTHER INFORMATION
tem 6. EXHIBITS AND REPORTS ON FORM 8-K

On July 29, 2002 we filed a current report on F8+R pursuant to Item 9 thereof, attaching as anlstxh copy of a press release
disseminated publicly by Kopin Corporation on J&8; 2002 in which we announced (i) our developnoérat new technological process and

related CyberLité” product line, (ii) that an article co-authoreddmhn C.C. Fan, our Chairman, President, and Chie€&ive Officer,
regarding the subject of the release was beingghda in the July 29, 2002 edition of Applied Plgdietters, and (iii) that an article
regarding our development of our CyberLiteechnology was published on Forbes.com (http://wlaslses.com) on July 29, 2002.

On August 13, 2002 we filed a current report omfr8rK pursuant to Item 9 thereof, attaching as»dmbit the certifications of John
C.C. Fan, our Chairman, President and Chief Exee@fficer, and Richard A. Sneider, our Treasuret @hief Financial Officer, made
solely for the purpose of satisfying the requiretaef Section 906 of the Sarbanes-Oxley Act of 2002

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

KOPIN CORPORATION
(Registrant

Date: November 12, 20( By: /sl JoHNC.C. FaN

John C.C. Fa
President, Chief Executive Officer and Chairn
of the Board of Directors (Principal Executive Q)

Date: November 12, 20( By: /sl RICHARD A. S NEIDER

Richard A. Sneide
Treasurer and Chief Financial Officer (Principatdcial and
Accounting Officer)
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CERTIFICATIONS

I, John C.C. Fan, the President and Chief Exec@ifficer of Kopin Corporation, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Kopin Corporation

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statementsodimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

(&) Designed such disclosure controls and proceduresgore that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this quarterly
report is being prepare

(b) Evaluated the effectiveness of the registrant’sldgre controls and procedures as of a date wiidays prior to the filing date
of this quarterly report (th*Evaluation Dat"); and

(c) Presented in this quarterly report our conclusilmsut the effectiveness of the disclosure contints procedures based on our
evaluation as of the Evaluation Da

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatidhgtregistrant’s auditors and the
audit committee of registre’s board of directors (or persons performing theéwvedgent function):

(@) All significant deficiencies in the design or opwa of internal controls which could adverselyeaff the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrant’s auditmg material weaknesses in
internal controls; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal controls; an

The registrant’s other certifying officer and | leawndicated in this quarterly report whether or thatre were significant changes in
internal controls or in other factors that coulgngiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tonfigant deficiencies and material weaknes

Date: November 12, 2002

/s/ John C.C. Fan
John C. C. Fan
President and Chief Executive Officer
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I, Richard A. Sneider, the Chief Financial OfficérkKopin Corporation, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Kopin Corporation

Based on my knowledge, this quarterly report da#santain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this quarterlpre

Based on my knowledge, the financial statementsodimer financial information included in this qteaty report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
quarterly report

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disete controls and procedures (as
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

(&) Designed such disclosure controls and proceduresgore that material information relating to tegistrant, including its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during theriod in which this quarterly
report is being prepare

(b) Evaluated the effectiveness of the registrant’sldgre controls and procedures as of a date wiidays prior to the filing date
of this quarterly report (th*Evaluation Dat"); and

(c) Presented in this quarterly report our conclusilmsut the effectiveness of the disclosure contints procedures based on our
evaluation as of the Evaluation Da

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatidhgtregistrant’s auditors and the
audit committee of registre’s board of directors (or persons performing theéwvedgent function):

(b) All significant deficiencies in the design or opwa of internal controls which could adverselyeaff the registrant’s ability to
record, process, summarize and report financia datl have identified for the registrant’s auditmg material weaknesses in
internal controls; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant’s
internal controls; an

The registrant’s other certifying officer and | leawndicated in this quarterly report whether or thatre were significant changes in
internal controls or in other factors that coulgngiicantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tongfigant deficiencies and material weaknes

Date: November 12, 2002

/s/ Richard A. Sneider
Richard A. Sneider
Chief Financial Officer
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