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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

Xl QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Quarterly Period Ended March 28, 2009

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number 0-19882

KOPIN CORPORATION

(Exact name of registrant as specified in its chaetr)

Delaware 04-283393¢

State or other jurisdiction of (I.LR.S. Employer

incorporation or organization Identification No.)

200 John Hancock Rd., Taunton, MA 0278(-1042
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code:
(508) 824-6696

Indicate by check mark whether the registrant @b filed all reports required to be filed by Sewti® or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant ldisnitted electronically and posted on its corpokieb site, if any, every Interactive
Data File required to be submitted and posted pumsto Rule 405 of Regulation S-T (8232.405 of tiapter) during the preceding 12 months
(or for such shorter period that the registrant veagiired to submit and post such files). YEb No OO

Indicate by check mark whether the Registrantlésge accelerated filer, an accelerated filer, aaccelerated filer, or a smaller report
company. See definitions of “large accelerated™fifaccelerated filer” and “smaller reporting coany” in Rule 12b-2 of the Exchange Act.

Large accelerated file [J Accelerated filel

Non-accelerated file [O Smaller reporting compar [
Indicate by check mark whether the registrantseell company (as defined in rule 12b-2 of the Exge Act). YesO No
Indicate the number of shares outstanding of essler’s classes of common stock, as of the latastipable date.

Class Qutstanding as of April 24, 200¢
Common Stock, par value $.0: 67,464,90:
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Part 1: FINANCIAL INFORMATION

Item 1: Condensed Consolidated Financial Statemen

KOPIN CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

ASSETS
Current asset:
Cash and equivalen
Marketable securities, at fair val
Accounts receivable, net of allowance of $765,000 $664,000 in 2009 and 2008, respecti
Accounts receivable from unconsolidated affiliates, of allowance of $1,007,000 and $507,0(
2009 and 2008, respective
Unbilled receivable
Inventory
Prepaid taxe
Prepaid expenses and other current a:
Total current asse
Property, plant and equipme
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:

Accounts payabl

Accounts payable to unconsolidated affilia

Accrued payroll and expens

Accrued warrant

Billings in excess of revenue earr

Other accrued liabilities and professional f

Total current liabilities

Asset retirement obligatior
Commitments and contingenci
Stockholder equity:

Preferred stock, par value $.01 per share: authyri2,000 shares; none isst

Common stock, par value $.01 per share: authoriz2@,000,000 shares; issued 73,171,605 shares

in 2009 and 73,147,743 shares in 2008; outstarg@iing?5,711 in 2009 and 68,257,748 in 2

Additional pait-in capital
Treasury stock (4,097,304 and 3,615,480 share808 and 2008, respectively, at cc
Accumulated other comprehensive |
Accumulated defici

Total Kopin Corporation stockhold¢ equity

Noncontrolling interes

Total stockholder equity

Total liabilities and stockholde’ equity

See notes to condensed consolidated financiahséates
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March 28, December 27
2009 2008

$ 54,301,47 $ 57,949,44
49,755,25 42,066,54
11,811,20 14,394,30
1,556,94. 2,814,44
987,14: 2,395,96.
13,364,97 13,269,48
165,05¢ 206,47
1,539,86! 1,160,49
133,481,92 134,257,16
18,060,31 19,359,87
6,172,47. 6,060,46!
$ 157,714,70 $ 159,677,49
$ 6,844,35l $ 7,744,00!
918,82 992,99(
2,116,76! 2,304,211
1,250,001 1,250,001
2,965,19! 3,127,92.
1,975,31! 1,996,94
16,070,45 17,416,07
876,00 866,96!
718,23( 718,73:
310,503,03 310,241,80
(15,440,33) (14,552,86)
(1,909,97)) (168,309
(155,841,86) (157,757,43)
138,029,08 138,481,93
2,739,16. 2,912,51!
140,768,24 141,394,45
$157,714,70  $159,677,49
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KOPIN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three months ended
March 28, 200¢ March 29, 200¢
Revenues
Net product revenue $20,586,91 $27,015,88
Research and development rever 888,78 2,149,29.
21,475,70 29,165,17
Expenses
Cost of product revenut 14,610,28 20,332,27
Research and developmt 3,151,39: 5,033,37.
Selling, general, and administrati 4,452,89. 3,843,27i
22,214,57 29,208,92
Loss from operation (738,877) (43,75)
Other income and expens
Interest incomt 621,54! 985,11!
Other income and expen 99,53: (8,282
Foreign currency gair 864,03 405,73:.
Othel-than temporary impairment on marketable debt stesi (926,63() —
Gain on sale of paten 2,597,73 —
3,256,21. 1,382,56!
Income before provision for income taxes, net ineahnoncontrolling interest and equity los:
unconsolidated affiliat 2,517,34. 1,338,81.
Tax provision (269,000 (211,000
Income before net income and equity loss in undutested affiliate 2,248,34. 1,127,81
Equity loss in unconsolidated affilia (148,642) (23,86))
Net income 2,099,701 1,103,95:
Net income attributable to the noncontrolling ietst (184,129 (153,719
Net income attributable to the controlling inter 1,915,57. 950,23!
Net income per shar
Basic $ 0.02 $ 0.01
Diluted $ 0.0: 3 0.01
Weighted average number of common shares outsigr
Basic 68,152,94 67,741,95
Diluted 68,524,53 67,746,93
KOPIN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)
Three months endec
March 28, March 29,
2009 2008
Net income $ 2,099,70 $ 1,103,95.
Foreign currency translation loss (1,639,84) (1,591,77)
Unrealized holding (loss) gain on marketable s¢ies (389,207 429,41
Reclassifications of gains in net incol (70,109 17,61¢
Comprehensive income lo 53¢ (40,790
Comprehensive income attributable to the noncdirigpinterest 173,35 193,28
Comprehensive income attributable to Kopin Corgpore $ 173,89¢ $ 152,50(

See notes to condensed consolidated financiahséaes
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KOPIN CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(Unaudited)
Ac<|:1um
Other .
common Stock Additional Comprehensive (Ttgtrzlolr(;t'iac;r; Noncontrolling Total
Paid-in Treasury Accumulated Stockholders' Stockholders’
Shares Amount Capital Stock Income(loss) Deficit Equity interest Equity

Balance

December 29,

2007 71,357,46. $713,57« $307,900,35 $(14,552,86)$ 3,767,25! $(160,343,91) $137,484,40 $ 3,549,36! $141,033,77
Stock based

compensation

expense — — 482,37: — — — 482,37: — 482,37:
Net unrealize(

holding gain o

marketable

securities — — — — 447,03« — 447,03« — 447,03¢
Foreign currenc'

translation

adjustment: — — — — (1,244,771 — (1,244,777 (347,009 (1,591,77)
Net income — — — — — 950,23! 950,23! 153,71¢ 1,103,95:
Balance

March 29,

2008 71,357,46. $713,57« $308,382,72 $(14,552,86)$ 2,969,52! $(159,393,67) $138,119,28 $ 3,356,07' $141,475,35
Balance

December 27,

2008 71,873,22 $718,73. $310,241,80 $(14,552,86)$% (168,307 $(157,757,43) $138,481,93 $ 2,912,51' $141,394,45

Stock based

compensation

expense — — 347,09¢ — — — 347,09: — 347,09:
Net unrealizec

holding loss ol

marketable

securities — — — — (459,31¢) — (459,316 — (459,31¢)
Foreign currenc'

translation

adjustment: — — — —  (1,282,35) — (1,282,35) (357,48) (1,639,84)

Restricted stoc

for tax

withholding

obligations (50,217 (502) (85,869) — — — (86,36¢) — (86,36¢)
Treasury stocl

purchase — — — (887,477 — — (887,47)) — (887,47))
Net income — — — — — 1,915,57. 1,915,57. 184,12¢ 2,099,70!
Balance

March 28,

2009 71,823,001 $718,23( $310,503,03 $(15,440,33) $(1,909,97) $(155,841,86) $138,029,08 $ 2,739,16. $140,768,24

See Accompanying Notes to Consolidated Financetke8tents.
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KOPIN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
Three months ended
March 28, March 29,
2009 2008
Cash flows from operating activitie
Net income $ 2,099,70 $ 1,103,95
Adjustments to reconcile net income to net cashigesl by (used in) operating activitie
Depreciation and amortizatic 1,504,56: 1,383,55.
Amortization of premium on marketable debt seces 40,21 68,04(
Stock-based compensatic 347,09 638,34
Equity loss in unconsolidated affilia 148,64 23,86!
Impairment on marketable debt securi 926,63( —
Foreign currency gair (864,037 (405,737
Change in allowance for bad d¢ 600,72: (272,82)
Non cash change in estima 223,13¢ 253,50¢
Changes in assets and liabiliti
Accounts receivabl 4,435,21| (5,803,49)
Inventory (564,699 (669,009
Prepaid expenses and other current a (363,05 (655,53))
Accounts payable and accrued expet (1,108,55) 1,732,79
Billings in excess of revenue earr (162,72 —
Net cash provided by (used) in operating activi 7,262,841 (2,602,53)
Cash flows from investing activitie
Proceeds from sale of marketable secur 10,003,80 15,554,38
Purchase of marketable securit (19,140,89) (11,756,24)
Notes receivable from unconsolidated affili — (700,000
Other asset (88,749 (61,060
Capital expenditure (454,739 (873,799
Net cash (used in) provided by investing activi (9,680,58) 2,163,27.
Cash flows from financing activitie
Treasury stock purchas (887,47Y) —
Settlements of restricted stock for tax withholdotdigations (86,367 —
Net cash used in financing activiti (973,84() —
Effect of exchange rate changes on ¢ (256,407) (590,839
Net decrease in cash and equivalt (3,647,97) (1,030,09)
Cash and equivalent
Beginning of perioc 57,949,44 30,748,06
End of perioc $ 54,301,47 $29,717,96
Supplemental disclosure of cash flow informati
Income taxes pai $  236,00( $ 94,00(
Supplemental schedule of noncash investing a&s:
Construction in progress included in accrued exps $ 378,00( $ 1,075,00

See notes to condensed consolidated financiahstaes
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KOPIN CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION

The condensed consolidated financial statementhéothree months ended March 28, 2009 and MarcB®3B are unaudited and
include all adjustments, which, in the opinion cimagement, are necessary to present fairly thétsedloperations for the periods then ended.
All such adjustments are of a normal recurring retu

These condensed consolidated financial statembatddsbe read in conjunction with the Company’siairconsolidated financial
statements and notes thereto.

The results of the Company’s operations for angrint period are not necessarily indicative of theufts of the Compang’operations fc
any other interim period or for a full fiscal year.

The condensed consolidated financial statemenksdadhe accounts of Kopin Corporation, its whallyned subsidiaries and Kowon
Technology Co., Ltd. (Kowon), a majority owned (788absidiary located in Korea (collectively the ‘f@pany”). Amounts attributable to the
minority shareholders of Kowon are referred to asaontrolling interests. All intercompany transant and balances have been eliminated.

In the first quarter of fiscal year 2009, the Compadopted Statement of Financial Accounting Stesht. 160‘Noncontrolling
Interests in Consolidated Financial Stateme— an amendment to ARB No. 5BFAS 160). This Statement requires, among otliegsh
expanded disclosures in the consolidated finarstééments that clearly identify and distinguistwleen the interests of the parent’s owners
and the interests of the noncontrolling owners stilasidiary. As a result of the adoption of SFA® tértain reclassifications have been made
to the balance sheet as of December 27, 2008 ahe siatement of operations for the three momide@ March 29, 2008, to conform to the
current presentation.

2. CASH AND EQUIVALENTS AND MARKETABLE SECURITIES

The Company considers all highly liquid, short-tedabt instruments with original maturities of threenths or less to be cash
equivalents.

Marketable debt securities consist primarily of coencial paper, mediurterm corporate notes, and United States governarmehagenc
backed securities. The Company classifies markeddibt securities included in “Marketable Secuwsitiend the investment in Micrel irOther
Assets” as available-for-sale and accordingly earthem at fair value, with the associated unredlgain/loss classified in accumulated other
comprehensive income. Any unrealized losses tlat@nsidered other than temporary are recordedtljire the consolidated statement of
operations. The net unrealized holding gains (l®ssecorded in accumulated other comprehensiwe fosavailable-for-sale marketable debt
securities at March 28, 2009 and December 27, 2008 $113,426 and $558,381, respectively. The Gompecords the amortization of
premium and accretion of discounts on marketable siecurities in the results of operations.

Investments in available-for-sale marketable debtisties are as follows at March 28, 2009 and D 27, 2008:

Amortized Cost Unrealized Gains Unrealized Losses Fair Value
2009 2008 2009 2008 2009 2008 2009 2008
U.S. government and agency bacl
securities $25,376,34 $25,353,43 $370,45¢ $533,920 $ = $— $25,746,80 $25,887,36
Corporate dek 24,265,48 16,154,72 33,03¢ 24,45¢ (290,069 — 24,008,45 16,179,18
Total $49,641,82 $41,508,16 $403,49! $558,38: ($ 290,06\ $— $49,755,25 $42,066,54

The contractual maturity of the Company’s marketat#bt securities is as follows at March 28, 2009:

Less than One to Greater than

One year Five years Five years Total
U.S. government and agency backed secul $5,571,97. $20,174,83 $ —  $25,746,80
Corporate dek — 15,033,52 8,974,931  24,008,45
Total $5,571,97. $35,208,35 $8,974,931 $49,755,25
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The Company uses the specific identification meth®d basis for determining cost and calculatiatjzed gains and losses. The gross
gains and losses realized related to sales of rnadoleedebt securities were not material duringtiinee months ended March 28, 2009 and the
year ended December 27, 20

Included in Other Income and Expense is an impaitrobarge on investments in corporate debt instnisnef $0.9 million for the three
months ended March 28, 2009. The impairment chaf§©.9 million represents the difference betwdendcquisition cost of the corporate
debt instruments, reduced by $1.3 million in impeént charges taken during the year ended Decenih@0R8, and the computation of the
fair market value of the investments as of MarchZ®9.

3. FAIR VALUE MEASUREMENTS

The following table details the fair value measuears within the fair value hierarchy of the Comparfinancial assets. An investment is
categorized as Level 1 when its fair value is basednadjusted quoted prices in active marketidfemtical assets that the Company has the
ability to access at the measurement date. An imesst is categorized as Level 2 if its fair mankalue is based on quoted market prices for
similar assets in active markets, quoted pricegdiemtical or similar assets in markets that areactive, based on observable inputs such as
interest rates, yield curves, or derived from araiorated by observable market data by correlaifosther means. An investment is
categorized as Level 3 if its fair value is basacdissumptions developed by the Company about wimairket participant would use in pricing
the assets.

Fair Value Measurement at March 28, 2009 Using:

Level 1 Level 2 Level 3
U.S. Government Securitil $25,746,80 $ 25,746,80 $ — $—
Corporate Dekb 24,008,45 — 24,008,45 —
Micrel, Inc. 1,487,11 1,487,11 — —

$51,24237 $ 27,23392 $ 24,00845 $—

4. INVENTORY

Inventory is stated at the lower of cost (determiog the first-in, first-out or specific identifitan method) or market and consists of the
following at March 28, 2009 and December 27, 2008:

March 28, December 27

2009 2008
Raw materials $ 6,09497. $ 7,679,19
Work-in-process 3,082,77: 2,505,11
Finished good 4,187,22! 3,085,17.

$13,364,97  $13,269,48

Inventory on consignment at customer locations $2a6 million and $2.3 million at March 28, 2009 d@bdcember 27, 2008,
respectively.

5. NET INCOME PER SHARE

Basic net income per share is computed using thghtexl average number of shares of common stoatanding during the period less
any unvested restricted shares. Diluted earningsqgramon share is calculated using weighted-aveshgees outstanding and contingently
issuable shares, less weighted-average sharesinesitduring the period. The net outstanding sharesidjusted for the dilutive effect of
shares issuable upon the assumed conversion Gfdimpany’s common stock equivalents, which congisutstanding stock options and
unvested restricted stock units.
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Weighted average common shares outstanding useddlate earnings per share are as follows:

March 28, March 29,
2009 2008
Weighted average common shares outsta—basic 68,152,94 67,741,95
Stock options and nonvested restricted common ¢ 371,58’ 4,98(
Weighted average common shares outsta—diluted 68,524,53 67,746,93

The following were not included in weighted averagenmon shares outstanding- diluted because tlegrdi-dilutive.

March 28, March 29,

2009 2008
Nonvested restricted common stc 885,39 576,74¢
Stock options 5,745,44. 6,819,88.
Total 6,630,84. 7,396,633

6. STOCK BASED COMPENSATION
A summary of award activity under the stock optans as of March 28, 2009 and changes duringhtiee tmonth period is as follows:

Three months ended
March 28, 2009

Weighted
Average
Exercise
Shares Price
Balance, December 27, 20 5,825,53. $ 11.6¢
Options grante: — —
Options forfeited/cancelle (77,589 9.8¢
Options exercise — —
Balance, March 28, 20( 5,747,94. $11.7(
Exercisable, March 28, 20( 5,716,69.
The following table summarizes information abowicktoptions outstanding and exercisable at Margt2@89:
Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Remaining
Contractual Average Average
Number Exercise Number Exercise
Range of Exercise Price Outstanding Life (Years) Price Exercisable Price
$0.0—%$3.55 146,50( 6.41 $ 3.4: 115,25( $ 341
$3.7—$4.97 1,265,13I 4.41 4.4¢ 1,265,13! 4.4¢€
$5.0—%$9.95 1,276,09! 3.8¢ 6.0< 1,276,09! 6.0<
$10.0(—$13.00 1,427,47 2.3¢ 11.32 1,427,47 11.3:
$14.3:—$44.88 1,632,74. 1.6% 22.8¢ 1,632,74. 22.8¢
5,747,94. 3.04 $11.7( 5,716,69. $11.7¢
Aggregate intrinsic value on March 28, 2( $ 4,44« $ 444
A summary of options vested and expected to vegiaath 28, 2009 is as follows:
Weighted
Aggregate
Average
Exercise Intrinsic
Shares Price Value
Options vested at period e 5,716,69: $11.7t $ 4,44«
Options expected to vest at period 31,25( 3.5C —
Options vested and expected to \ 5747,94. $11.7C $ 4,44«
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NonVested Restricted Common Stock

The Company has issued shares of nonvested redtdommon stock to certain employees. Each awardres the employee to fulfill
certain obligations, including remaining employsdtlhe Company for one, two or four years (the vesperiod) and in certain cases meeting
performance criteria. A summary of the activity fmmvested restricted common stock awards as ofiM28, 2009 and changes during the
three months then ended is presented below:

Weighted
Average
Grant
Shares Fair Value
Balance December 27, 20 1,274,51! $ 2.6F
Granted 75,00( 1.72
Forfeited (925) 3.71
Vested — —
Balance March 28, 20(C 1,348,59! $ 2.6

Stock-Based Compensation

The following table summarizes stock-based comgensaxpense related to employee stock optionsandested restricted common
stock awards under SFAS123R for the three monttisdeMarch 28, 2009 and March 29, 2008 (no tax lisnsére recognized):

March 28, March 29,

2009 2008
Cost of product revenur $ 91,00  $176,00(
Research and developm 46,00( 96,00(
Selling, general and administrati 210,00( 366,00(
Total $347,000  $638,00(

The total unrecognized compensation cost relatemhwested restricted common stock awards is eggddotbe recognized over a
weighted average period of 3 years. The total wgeized compensation cost at March 28, 2009 is §2lbn.

7. OTHER ASSETS AND AMOUNTS DUE TO / FROM AFFILIATE S
Marketable Equity Security

As of March 28, 2009, the Company held approxinya2€l0,000 shares of Micrel Semiconductor, Inc. camrstock as available-farale
with a fair market value of $1.5 million and anwsled cost basis of approximately $1.5 million.

Non-Marketable Securities—Equity Method Investments
Equity loss in unconsolidated affiliate consistédhe following:

Three months endec

March 28, 200¢ March 29, 200¢
KoBrite ($ 149,000 (3 24,000

At March 28, 2009, the Company had an approxim@gé #terest in Kopin Taiwan Corp (KTC), which iscacnted for using the equity
method and had a carrying value of $0. The Compasymanufactured products for KTC to sell to itstomers and sells raw substrates to
KTC. Also, KTC manufactures products for the Compamsell to its customers. As a result of the seations between Kopin and KTC each
party normally has accounts receivable and accquayable from and to the other party. In the thmeaths ended March 28, 2009 the
Company recorded $0.5 million of allowance for difulbaccounts representing the net difference betwtbe amounts the Company was owed
from KTC for trade accounts receivables and thewatsothe Company owed KTC for trade accounts pagadl March 28, 2009. The
Company recorded the allowance for doubtful accobetause KTC is experiencing liquidity problems.

10
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One of the Company’s Directors is chairman of KT awns approximately 1% of the outstanding comstook of KTC.

The Company accounts for its interest in KoBritengghe equity method and at March 28, 2009 theyoayg value of the investment was
$3.5 million. During the three months ended Mar8h2009, KoBrite sold common stock to an investoKoBrite which resulted in the
Company’s ownership of KoBrite declining to approgitely 19% at March 28, 2009, from approximatelye2& December 27, 2008. One of
the Company’s Directors, who is also the chairmakTC, is also a member of the Board of Directof8dght LED, one of the principle
investors of KoBrite.

Summarized financial information for KTC for thedle months ended March 28, 2009 and KoBrite fothhee months ended
December 31, 2008, is as follows:

Three months endec

March 28, March 29,
2009 2008
Revenue! $ 1,801,001 $3,367,001
Margin loss (227,000 (27,000
Loss from operation (1,112,001 (373,000
Net loss $(1,204,001) $ (601,000)

Non-Marketable Securities—Cost Method Investments

At March 28, 2009 the Company had an investmeAtdvance Wireless Semiconductor Company (AWSC), wittarrying value of $0.
million, which the Company accounts for on the dmdis. One of the Company’s Directors is a direetAWSC and several directors and
officers own amounts ranging from 0.1% to 0.5%haf dutstanding stock of AWSC.

Amounts Due from and Due to Affiliates
Related party receivables at March 28, 2009 anceber 27, 2008 approximate the following amounts:

December 27

March 28,
2009 2008
Advanced Wireless Semiconduc $ 638,000 $1,821,00
KTC 919,00( 993,00(
Accounts receivable from unconsolidated affilic $1,557,000  $2,814,00
Related party payables at March 28, 2009 and Deeegi) 2008 approximate the following amounts:
December 27
March 28,
2009 2008
KTC $919,00( $ 993,00(
Accounts payable to unconsolidated affili $919,00( $ 993,00(

Certain officers and directors have invested insafithe Companyg investee companies, including Micrel. The Complaeny a loan to
non-officer employee for approximately $146,000/atrch 28, 2009, which is due in 2009.

In fiscal year 2008 the Company entered into aeegent wherein it agreed to sell certain of itepest that it was no longer using, to a
party who would attempt to sub-license the patdditsler the terms of the agreement the amount timep@oy would receive for the sale of the
patents was a percentage of any license fees exfp@nses, from the sublicense. In the three mamttied March 28, 2009, the Company
recorded $2.6 million of license fees from the sHlthese patents.

11
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8. ACCRUED WARRANTY

The Company warrants its products against defectZanonths. A provision for estimated future castd estimated returns for credit
relating to warranty is recorded in the period wperduct is shipped and revenue recognized, angdated as additional information becomes
available. The Company’s estimate of future castsatisfy warranty obligations is based primarityhastorical warranty expense experienced
and a provision for potential future product faflar Changes in the accrued warranty for three mperiods ended March 28, 2009 and
March 29, 2008 are as follows:

Three Months Ended

March 28, 200¢ March 29, 200¢
Beginning Balanci $ 1,250,00! $ 1,030,00!
Additions 474,00( 584,00(
Claim and reversa (474,000 (584,000
Ending Balanct $ 1,250,00! $ 1,030,00!

9. INCOME TAXES

As of March 28, 2009, the Company has availabledrmpurposes federal net operating loss carryfats/éNOL) of $43.7 million
expiring through 2029. The Company also has a 8t&te of $26.9 million. As a result of recent taxyiglation changes, the availability of the
state NOL may be limited in future periods. The @amy has not historically recorded, nor does @&nntto record the tax benefits from stock
awards until realized. Unrecorded benefits frontlstawvards approximated $14.5 million at each ofyts@rs ended 2008 and 2007. The
Company has recognized a full valuation allowant&®net deferred tax assets due to the unceytafrrealization of such assets.

The Company has unrecognized tax benefits of ajpedrly $221,000 related to uncertainties regardliagsfer pricing. These
unrecognized tax benefits, if recognized, wouleetfthe effective tax rate prior to the adjustnfenthe Company’s valuation allowance.

The Company’s income tax returns have not been iexhby the Internal Revenue Service (the “IR&1) are subject to examination
all years since 1993. State income tax returngj@anerally subject to examination for a period &6 3 years after filing of the respective rett
The state impact of any federal changes remainsduio examination by various states for a pedabdp to one year after formal notification
to the states.

International jurisdictions have statutes of lirtidas generally ranging from 3 to 5 years afténdjlof the respective return. Years still
open to examination by tax authorities in majoisdictions include Korea (2004 onward), Japan (20@4ard) and Hong Kong (2006
onward). The Company is not currently under exationan these jurisdictions.

10. SEGMENTS AND GEOGRAPHICAL INFORMATION

The Company’s chief operating decision maker i€iéef Executive Officer. The Company'’s chief opgerg decision maker evaluates
the operating results of the Company’s reportabtgrents based on revenues and net income.

The Company has two operating and reportable segmeopin US, which includes the operations in theted States and the
Company’s equity method investments, and Kowon. foHewing table presents the Compasiyeportable segment results for the three mq
ended March 28, 2009 and March 29, 2008:

Kopin US Kowon Adjustments Total
Three months ended March 28, 200
Revenue:! $21,299,00 $2,083,000 $(1,906,00) $21,476,00
Net income 1,232,001 684,00( — 1,916,001
Long lived asset 15,522,00 2,542,001 (4,000 18,060,00

The adjustments to reconcile to the consolidateaiitial statement total revenue, net income angllivad assets include the elimination
of intercompany sales, noncontrolling interesticome of subsidiary and elimination of intercompaggeivables.

During the three month periods ended March 28, 20@bMarch 29, 2008, the Company derived its dabes the following geographies
(as a percentage of net sales):

Three Months Endec Three Months Endec
March 28, 2009 March 29, 2008
Asia-Pacific 15% 34%
Americas 85% 66%
Total Revenue 10(% 10C%%
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Revenues by product group consisted of approximébel following:

Three Months Ended

March 28, 200¢ March 29, 200¢
" -v $ 6,864,00! $12,086,00
Display 14,612,00 17,079,00
Total revenue: $21,476,00 $29,165,00

11. LITIGATION

The Company is engaged in legal proceedings arisitige ordinary course of business. Managemer\es the ultimate outcome of
these proceedings will not have a material advienpact on the Company’s consolidated financial {imsj results of operations or cash flows.

The Company has received a complaint from a custerhe has made certain claims, including the cldiat the Company violated an
agreement which gave them an exclusivity to splaaluct in a specific territory. They are seekipgrximately $2.678 million Euros as
compensation for expenses and damages. The Cordpasynot believe the claim has merit and will vigely defend against it.

12. ACCOUNTING PRONOUNCEMENTS TO BE ADOPTED
In April 2009, the FASB issued the following newcaanting standards:

i.) FASB Staff Position FAS 157-4 (FSP FAS 1578gtermining Whether a Market Is Not Active and anBaction Is Not
Distressec). FSP FAS 157-4 provides guidelines for making falue measurements more consistent with the iptespresented
in SFAS 157. FSP FAS 157-4 provides additional auttive guidance in determining whether a maigeictive or inactive and
whether a transaction is distressed, is applicibédl assets and liabilities (i.e. financial arahfinancial) and will require enhanced
disclosures

ii.) FASB Staff Position FAS 1-2 (FSP FAS 11-2), FAS 12-2 and EITF 9-2C-2, Recognition and Presentation of Ot-Thar-
Temporary ImpairmentsFSP FAS 115-2, FAS 124-2, and EITF 9920rovide additional guidance to provide greataritt abou
the credit and noncredit component of an other-teamporary impairment event and to more effectivaynmunicate when an
othe~thar-temporary impairment event has occurred. This Fgfies to debt securitie
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iii.) FASB Staff Position FAS 1(-1 (FSP FAS 1C-1) and APB 2-1, Interim Disclosures about Fair Value of Financiaktrument:.
FSP FAS 107-1 and APB 28-1, amends FASB Statement 0l Disclosures about Fair Value of Financial Instruntento require
disclosures about fair value of financial instrutisein interim as well as in annual financial statets. This FSP also amends APB
Opinion No. 28Interim Financial Reporting, to require those disclosures in all interim fioih statements

These standards are effective for periods enditeg afine 15, 2009. The Company is evaluating tipaanthat these standards will have
on its financial statements.

Iltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations

Forward Looking Statements

This Quarterly Report on Form 10-Q contains forwdwdking statements within the meaning of the Wh&éates Private Securities Litigation
Reform Act of 1995, including, without limitati@tatements made relating to our expectation thatife year ended December 26, 2009 t
revenues to be in the range of $90 million to $dfilion; our expectation that military revenues Miicrease in fiscal year 2009 as compared
to fiscal year 2008; our expectation that saleSkyworks Solutions and the US military will reprass significant portion of our revenues for
2009; our expectation that we will continue devalgpHBT transistor wafers and other gallium arsemjgroducts for advanced integrated
circuit applications from other compound materiadsir expectation that we will continue to pursuleestU.S. government development
contracts for applications that relate to our conmial product applications; our expectation thatiesof our IlI-V products for wireless
handset applications and our display products fongsumer electronic applications will decline; owlief that products using HBT transistor
wafers are easier to design, which can translate reduced component costs and smaller equipmentexpectation that sales of our HBT
transistor wafers to Skyworks Solutions will conérto represent a significant portion of our revegatior the near future; our expectation that
we will prosecute and defend our proprietary tedbgg aggressively; our statement that we may makiyeinvestments in companies
engaged in certain aspects of display and elect®iridustries; our expectation that sales of oub&1isplay products to customers who use
them in digital still camera and camcorder applicats will significantly decline; our expectationathkKoBrite will incur additional losses in tl
near term; our expectation that a significant mara new wireless communications devices, inclggiarsonal entertainment systems, will
develop; our anticipation that our ownership interén KoBrite will decline; our expectation thatroQyberDisplay products will benefit from
further general technological advances in the desigd production of integrated circuits and actimatrix LCDs, resulting in furthe
improvements in resolution and miniaturization; @xpectation that a significant reduction or delayrders from any of our significant
military customers could result in us not beingeatd achieve profitability in 2009; our belief thatir HBT transistor wafers offer greater
power efficiency, improved signal quality and lesmplexity over gallium arsenide field effect thatars; our belief that our manufacturir
process offers greater miniaturization, reducedtcbigher pixel density, full color capability aholwer power consumption compared
conventional active matrix LCD manufacturing appebes; our expectation not to pay cash dividendsHerforeseeable future and to retain
earnings for the development of our businessesgmpectation, based on current negotiations withaustomers and certain contractual
obligations, that the sales prices of certain protduwill decline in fiscal year 2009; our expectetithat sales of our displays for commercial
applications will decline but sales for military plcations will increase, in fiscal year 2009; oexpectation that we will expend between $4.0
and $8.0 million on capital expenditures over tlegtrtwelve months; our intent to reduce our pet production costs primarily through
increasing manufacturing yield, lowering fixed per unit through increased sales volume, andeasing productivity and efficiency; our
plan to increase productivity and efficiency by rating the CyberDisplay production line to 8 inclafers, and migrating the +V production

to 6 inch wafers; our expectation that the marketdisplay products for military applications willot be seasonal; our expectation that prices
of our HBT transistor and display products sold éonsumer electronic applications will decline tppeoximately 10 percent during fiscal
year; our expectation that competition will increasur belief that our CyberDisplay products arellveaiited for new applications such
reading email and browsing the Internet using digital wirededevices and other consumer electronics devicedelief that small form fact
displays will be a critical component in the deyteent of advanced wireless communications systaumdelief that general technological
advances in the design and fabrication of integdaticuits, LCD technology and LCD manufacturingpesses will allow us to continue to
enhance our CyberDisplay product manufacturing pss; our expectation that a significant marketrfew wireless communication devices,
including personal entertainment systems, will dgveour belief that continued introduction of ngwoducts in our target markets is essential
to our growth; our belief that the costs of procheigallium arsenide integrated circuits by our @mers will continue to exceed the costs
associated with the production of competing siliaitegrated circuits; our belief that our futureciess will depend primarily upon the
technical expertise, creative skills and managenaeiiities of our officers and key employees ratiemn on patent ownership; our expectation
that market risk associated with our internatiooglerations is unlikely to have a material advereat on our business, financial condition or
results of operation; our belief that our availaldash resources will support our operations anditzmeeds for at least the next twelve
months; and our belief that the effect, if anyreafsonably possible
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near-term changes in interest rates on our finahpa@sition, results of operations, and cash flolwewdd not be material. These forward-
looking statements are based on current expectatiestimates, forecasts and projections aboutriiestries in which we operate,
management’s beliefs, and assumptions made by raared. In addition, other written or oral statengemwhich constitute forward-looking
statements, may be made by or on behalf of us. $\sorch as “expects”, “anticipates”, “intends”, “plas”, “believes”, “could”, “seeks”,
“estimates”, and variations of such words and samiéxpressions are intended to identify such foodaoking statements. These statements
are not guarantees of future performance and irva@lrtain risks, uncertainties and assumptionsciviaire difficult to predict. Therefore,
actual outcomes and results may differ materialiyrf what is expressed or forecasted in such forWaolting statements, whether as a result
of new information, future events or otherwise. ez that could cause or contribute to such differes in outcomes and results include, but
are not limited to, those set forth in our otheripdic filings filed with the Securities and ExclggnCommission, including our Form 10-K for
the fiscal year ended December 27, 2008.

Critical Accounting Policies

Management’s discussion and analysis of our firimgindition and results of operations are baseah wur unaudited consolidated
financial statements. The preparation of thesenfited statements requires us to make estimatefudgdhents that affect the reported amount
of assets, liabilities, revenues and expenseselated disclosure of contingent assets and ligslitwe continually evaluate our estimates used
in the preparation of our financial statementsiuding those related to revenue recognition unkdempercentage of completion method, bad
debts, inventories, warranty reserves, investmahtations, valuation of stock compensation awaetxverability of deferred tax assets,
liabilities for uncertain tax positions and contémgies. We base our estimates on historical expe¥iand on various other assumptions tha
believed to be reasonable under the circumstatizesesults of which form the basis for making joots about carrying values of assets and
liabilities that are not apparent from other soardéctual results may differ from these estimatedar different assumptions. Further detail
regarding our critical accounting policies can derfd in “Item 7. Management Discussion and AnalgéiBinancial Condition and Results of
Operations” included in our Annual Report on FordaKLfor the year ended December 27, 2008.

Business Matters

We are a leading developer and manufacturer oframdthsemiconductor materials and miniature dispMjesuse our proprietary
semiconductor material technology to design, mastufa and market our I1I-V and display productsidse in highly demanding commercial
wireless communications and high-resolution pogalginsumer electronic applications. Our producébknour customers to develop and
market an improved generation of products for thasget applications.

We have two principal sources of revenues: prodeigtnues and research and development revenuesidPrevenues consist of sales of
our CyberDisplay products and our IlI-V productgnpipally gallium arsenide (GaAs) HBT transistoafers. Research and development
revenues consist primarily of development contragtls agencies of the U.S. government and amouartseel under agreements with KoBrite,
discussed below. For the three months ended M&cRA9, research and development revenues wedan$llion or 4% of total first quarter
2009 revenues and $2.1 million, or 7% of total rexes for the corresponding period in 2008.

Results of Operations

The three month periods ended March 28, 2009 antivia9, 2008 are referred to as 2009 and 2008, eesipely. The year ended
periods December 26, 2009, December 27, 2008 awéreer 29, 2007 are referred to as fiscal year 2088al year 2008 and fiscal ye
2007, respectively.

RevenuesOur revenues, which include product sales and atsaarned from research and development contraets, as follows (in
millions):

Revenues 2009 2008
" -v $ 6.S $12.1
CyberDisplay 14.¢ 17.1
Total $21.5 $29.2

The decrease in our IlI-V revenues resulted fromeerease in unit demand for our HBT transistor vgafieom customers that use them in
wireless handset applications and price declinesioHBT products. We believe the decline in demfaadh our customers for use in wireless
handset applications was a result of both lowereturdemand for wireless handsets and our custsmegucing their inventories of our
products. We believe the reduction of inventoryelsus in reaction to their expectation of lowemdmd in the second calendar quarter of 2009
for wireless handsets as compared to the samedpegbyear. The decrease in
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display revenues in 2009 compared to 2008 respltiedarily from a decline in sales of our displags €onsumer electronic and eyewear
applications and research and development actvietially offset by an increase in sales of oyb&Display products to customers that use
them for military applications. The decline in satd# displays for consumer electronic applicatias primarily as a result of our strategy to
withdraw from offering our display products for usdower margin products, particularly low and mrahge digital still cameras. The decline
in sales of our display products for eyewear apgilims is a result of both lower demand attribigdblthe current depressed global economic
situation and, according to our customers, theecuiinability of our eyewear product customersitarice their working capital needs. Display
revenues for consumer and military applications2f@®9 and 2008 were as follows:

CyberDisplay Revenues by Category (in millions 2009 2008
Military Applications $11.2 $ 7.2
Consumer Electronic Applicatiol 2.3 6.2
Eyewear Application 0.4 1.7
Research & Developme 0.€ 2.C
Total $14.€ $17.1

Revenues of our Korean subsidiary, Kowon, are ohetlin CyberDisplay revenues and sales are priynariis and Samsung Electronics
for camcorder applications. Kowon'’s revenues desrdas a result of lower demand from us due torleales of displays to customers that
use them for digital still camera applications andecline in demand from Samsung for displays &naorder applications. Total revenues by
segment were as follows for 2009 and 2008:

CyberDisplay Revenues by Segment (in millions) 2009 2008
Kopin U.S. revenue $21.2 $28.4
Kowon revenues to other custom

Kowon revenue $21 $6.5

Kowon sales to Kopil (1.9 0.2 (5.9 0.8
Total Revenue $21.5 $29.2

For the year ended December 26, 2009 we expettrévnues to be in the range of $90 million to®idillion. We expect military
revenues to increase in fiscal year 2009 as cordgariscal year 2008. We have been reducing oyteasis on sales of our display products
for digital still camera and camcorder applicatibesause of the low gross profit margins from thesdes, and, as a result of this strategy and
the impact on sales of consumer electronic produats the global economic downturn, we expect safemur CyberDisplay products for
digital still camera and camcorder applicationdéaline significantly in fiscal year 2009 as congahto fiscal year 2008 levels. Therefore, in
order to increase display product revenues in figear 2009 over fiscal year 2008, the increaseuenues from the sale of military products
must exceed the decline in sales of our displaysdasumer electronic applications. For our lll-kg@ucts we anticipate that our average sales
price will decline approximately 10% for the rermdén of 2009. We believe we have opportunities etagecustomers who purchase our IlI-V
products to increase our share of these custompearthases of 111-V products in the second half @®2. Accordingly, sales of our Ill-V
products for 2009 will be dependent on our abilityncrease sales of our products to certain custsio offset the impact of the decline in the
average sales price of our llI-V products and therall industry expected decline in sales of wisslaandset in 2009. As a result of the decline
in sales of our display products for consumer etait applications, we expect Kowon’s revenuess@mud to Samsung to decline in fiscal year
2009 as compared to fiscal year 2008 levels. Howesgea result of the historic declines in the EdiStated and global economies, our ability
to forecast is very limited. These forecasts asetan our discussions with customers and our éxjp@es about the future global economy
and are not based on firm non-cancellable orders.

We currently manufacture and sell HBT wafers ohegifour or six inch gallium arsenide (GaAs) waf@sr largest customer, which
accounted for approximately 29% of our fiscal y2@@8 total revenues (see Item 1A, Risk FactorsimAmnual Report on Form 10-K for our
fiscal year ended December 27, 2008, for an exfitamaf percent of revenue calculation), purchasasHBT products on four inch GaAs
wafers and we expect this customer to migrate itmgusix inch GaAs wafers in its manufacturing pxe fiscal year 2009. If we are unabli
get reactors qualified by our largest and othetasusrs or if we are able to get the reactors gedlibut can not manufacture the quantity our
customers require or can not manufacture on six GaAs wafers in a cost effective manner, our reesrand results of operations could
decline significantly.

We perform the back-end packaging manufacturinggsse of our displays which are sold for consumeliegtions at Kowon. As
discussed above, we expect sales of our displajupts in fiscal 2009 to decline as compared tafigear 2008 levels. Kowon had net income
of $3.2 million and $1.5 million before intercompgaeliminations for fiscal year 2008 and fiscal y2a0?7,
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respectively. We anticipate that sales of our @digmgiroducts for use in consumer electronic apptioatmay decline such that Kowon may h
a loss from operations in 2009. If sales of oupldig products for consumer electronic applicatidasiot increase or new markets are not
identified we may have to record impairment chame&owon'’s long lived assets, which are recordedur financial statements at $2.5
million at March 28, 2009.

International sales represented 15% and 34% ofusta@venues for the three months ended March@® and March 29, 2008,
respectively. The decrease in international sadesgmtage is primarily attributable to an increiasgales of our CyberDisplay products for L
military applications and a decline in sales of display products for digital still camera and canter applications to Asian customers. We
expect this trend to continue in 2009. Internaticades are primarily sales of CyberDisplay produotconsumer electronic manufacturers
primarily located in Japan, Korea and China. Oterimational sales are primarily denominated in @uBtency. Consequently, a strengthening
of the U.S. dollar could increase the price in lazarencies of our products in foreign markets arake our products relatively more expen
than competitors’ products that are denominatdddal currencies, leading to a reduction in salegrofitability in those foreign markets. In
addition, sales of our CyberDisplay products in&®oare transacted through Kowon. Kowon'’s salepiamgarily denominated in U.S. dollars.
However, Kowon'’s local operating costs are prinyadénominated in Korean won. Kowon also holds ddlars in order to pay various
expenses. As a result, our financial position asdilts of operations are subject to exchange latwuftion in transactional and functional
currency. We have not taken any protective meaagemst exchange rate fluctuations, such as psircpaedging instruments with respect to
such fluctuations, because of the historically Ist@xchange rate between the Japanese yen, Kowaand the U.S. dollar.

Cost of Product Revenues.

2009 2008
Cost of product revenue (in million $14.€ $20.2
Cost of product revenue as a % of rever 71.(% 75.2%

Cost of product revenues, which is comprised ofemials, labor and manufacturing overhead relatezlitgoroducts, decreased
approximately $5.7 million or 28% from 2008 to 20@ur gross margin is affected by increases oredeer in the sales prices of our products,
changes in raw material prices, unit volume of sateanufacturing efficiencies and the mix of pradwsold. As discussed above our sales
prices historically decline on an annual basis. @arhead costs and, to a lesser extent, our taisis are normally stable and do not fluctuate
significantly during a three or twelve month peri&s$sentially, we consider labor and overhead dodte fixed in nature over the short term
and therefore profitability is very dependent oa slales prices of our products and volume of s@esss margin as measured in dollars
decreased in 2009, as compared to 2008, becatise décline in sales volume of our I1I-V productslalisplay products for consumer
electronic and eyewear applications and a dedfirike average sales price of our IlI-V productdiply offset by an increase in sales of our
display products for military applications. Grosangins as a percentage of revenues increased leesales of our display products for militi
applications, which have higher gross margins thamother products, increased as a percentager abt@l revenues in 2009 as compared to
2008. We anticipate that the average sales pricaiofil-V products will continue to decline in 28@nd if we are unable to increase sales
volume our gross margins will be negatively impdcte

There are a number of different display technolegiiich can produce displays in small form factive. believe one of the benefits of
our display technology is the ability to producghresolution displays in small form factors. Tlencorder and digital still camera markets
mature and the majority of these devices use I@shrtion display products which results in our maMimited, if any, competitive advantage
over our competitors and therefore the abilityeth displays into these markets is very price deleat Accordingly, for us to generate display
revenues with above average gross margins, wanedltl to increase sales to customers who buy obehrgsolution display products, such as
the military, or develop new categories, such a&weaar.

Research and DevelopmerRResearch and development (R&D) expenses are attunrsupport of internal display and Il1-V product
development programs or programs funded by agencipeme contractors of the U.S. government androercial partners. R&D revenues
associated with funded programs are presentedatepain revenue in the statement of operationseRech and development costs include
staffing, purchases of materials and laboratorybes, circuit design costs, fabrication and padka®f display products, and overhead. For
2009 and 2008, R&D expense was as follows (in arill):

Research and development expense 2009 2008
Fundec $0.7  $1.2
Internal 24 38
Total $3.1  $5.C
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R&D expense decreased in 2009 as compared to ithreypar primarily because of a decrease in fumtedrams from agencies and
prime contractors of the U.S. government. Incluthe008 results was $1.3 million of sales of prgpat units sold to a prime contractor of the
U.S. government.

The increase in internal research and developmgrnses was primarily attributed to costs to dgvelar 8 inch display and MOCVD
[1I-V manufacturing lines.

Selling, General and Administrativ&elling, general and administrative (S,G&A) expEnsonsist of the expenses incurred by our sales
and marketing personnel and related expenses,dmihigtrative and general corporate expenses.

2009 2008
Selling, general and administrative expense (inioni) $ 4 $ 3.8
Selling, general and administrative expense asod B&venue: 20.7% 13.2%

The increase in S,G&A expenses in 2009 versus RO88ributable to an increase of approximatel\@$aillion in allowance for bad
debts partially off set by $0.2 million of labordastock based compensation expense. Included wvifiki0.9 million of allowance for bad
debts increase is an additional $0.5 million teree against receivables from KTC.

Included in S,G &A expenses in 2009 and 2008 wa2 #0llion and $0.4 million, respectively, for thenortization of equity awards.

Other Income and Expense.

2009 2008
Other income and expense (in milliol $3.3  $14

Other income and expense, net, is composed oEBttércome, foreign currency transaction and reareasent gains and losses incurred
by our Korean subsidiary Kowon, other-than temppnarpairment on marketable debt securities andibedfees. In the three months ended
March 28, 2009, we recorded $0.9 million of foremnrency gains as compared to $0.4 million ofifprecurrency gains for the three months
ended March 29, 2008. Other income and expense]seetncludes an expense of $0.9 million fromrapairment write-down of certain
marketable debt securities which were deemed dltartemporarily impaired. The impairment in thews&ies occurred primarily because the
issuers of the securities offered to buy the séearat prices significantly below the prices atiahithe securities were previously trading in the
market. This resulted in an overall decline inféie market value of the securities based uporvaiuration techniques.

In fiscal year 2008 we entered into an agreememrtreih we agreed to sell certain patents we welemger using, to a party which wot
attempt to sub-license the patents. Under the tefrttee agreement the amount we would receivelferstle of the patents was a percentage of
any license fees, after expenses, from the sulsicdn the three months ended March 28, 2009, earded $2.6 million of license fees from
the sale of these patents.

Equity Loss in Unconsolidated Affiliatéor the three months ended March 28, 2009, thiéyelgss in unconsolidated affiliate consists of
our approximate 28% share of the losses of KoBffite.the three months ended March 29, 2008, thigyelggs is a result of our approximate
25% interest in the operating results of KoBrite.

Tax (provision) benefitFor the three months ended March 28, 2009 we tengrded a provision for income taxes of $269,00@marec
to $211,000 for the three months ended March 29820ur provision for income taxes is comprisedwf estimated alternate minimum tax
liabilities on our domestic taxable earnings anihested foreign taxes due on our Korean subsidéaigxable earnings. During fiscal year 2!
the Company significantly reduced its availableesteet operating loss carryforwards and creditsandrdingly expects to have a state tax
liability for tax reporting purposes which may résun an increased state tax provision for finahoéporting purposes.

Net income attributable to noncontrolling intere$tle own approximately 78% of the equity of Koworchieology Co. Ltd. (Kowon).
Net income attributable to noncontrolling interestthe consolidated statement of operations reptesiee portion of the results of operatic
of Kowon which is allocated to the shareholderthefapproximately 22% of Kowon not owned by us. Thange in net income attributable to
noncontrolling interest is the result of the chamgthe results of operations of Kowon.
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Liquidity and Capital Resources

We have financed our operations primarily throughbljz and private placements of our equity seasijtresearch and development
contract revenues, and sales of our 1ll-V and CRimplay products. We believe our available casbusses will support our operations and
capital needs for at least the next twelve months.

As of March 28, 2009, we had cash and equivalemdsearketable securities of $104,056,727 and wgrkapital of $117,411,466
compared to $100,015,991 and $116,841,086, respbgtas of December 27, 2008. The change in cadlequivalents and marketable
securities was primarily due to cash earned frosraions of $7.3 million, investments in capitaligonent and other assets of approximately
$500,000, and repurchases of our common stock.6fr@illion.

We have a purchase and supply agreement with disagrt HBT customer that expires in July 2010, laging a last time buy option
contained in the agreement. Under the terms ofattnisement we have agreed to maintain capacityslémemanufacturing HBT wafers and
committed to a pricing schedule under certain cirstances. The agreement also requires us to giverpmtice if we exit our HBT product
line. In consideration for this agreement, the aongr agreed to source 100% of its HBT wafer negata fis subject to the customer’s right to
source HBT wafers from other sources if we are lenbmeet their requirements under certain cirdamtes. We agreed that failure to meet
our supply obligations under the agreement woutdhabur customer to obtain court ordered speciid@mance and if we do not perform we
could then be liable for monetary damages up t@aimum of $40.0 million.

We lease facilities located in Taunton and Westbgho Massachusetts, and Scotts Valley, Califoumaer non-cancelable operating
leases. We have two Taunton facilities, one wheasd expires in 2020 and the other in 2012. Thatdbadease which expires in 2012 may be
extended for an additional 10 year term. The Westhgh and Scotts Valley leases expire in 2012.

We expect to expend between $3.0 million and $8llomon capital expenditures over the next twetenths, primarily for the
acquisition of equipment relating to the productidrour 111-V and CyberDisplay products.

As of March 28, 2009, we had substantial tax l@ssyeforwards, which may be used to offset futwegdral taxable income. We may be
subject to alternative minimum taxes, foreign taxed state income taxes depending on our taxabderia and sources of taxable income.

Accounting Pronouncements to be Adopted in therButu

In April 2009, the FASB issued the following newcaanting standards:

i.) FASB Staff Position FAS 14 (FSP FAS 15-4), Determining Whether a Market Is Not Active and ariBaction Is No
DistressedFSP FAS 157-4 provides guidelines for making failue measurements more consistent with the prieiptesented in
SFAS 157. FSP FAS 157-4 provides additional autdtive guidance in determining whether a markerisve or inactive and
whether a transaction is distressed, is applicabdl assets and liabilities (i.e. financial arahfinancial) and will require enhanced
disclosures

ii.) FASB Staff Position FAS 1-2 (FSP FAS 12-2), FAS 12-2, and EITF 9-20-2, Recognition and Presentation Othel-
19



Table of Contents

Thar-Temporary Impairment. FSP FAS 11-2, FAS 12-2, and EITF 9-2C-2 provide additional guidance to provide greatarit}
about the credit and noncredit component of anretien-temporary impairment event and to more ¢iffety communicate when
an othe-thar-temporary impairment event has occurred. This R§#fies to debt securitie

iii.) FASB Staff Position FAS 107-1 (FSP FAS 107abd APB 28-1interim Disclosures about Fair Value of Financiaktruments
FSP FAS 107-1 and APB 28-1, amends FASB Statement O Disclosures about Fair Value of Financial Instruntento require
disclosures about fair value of financial instruitsein interim as well as in annual financial stagers. This FSP also amends APB
Opinion No. 28Interim Financial Reporting, to require those disclosures in all interim fioih statements

These standards are effective for periods enditeg afine 15, 2009. We are evaluating the impatthiese standards will have on our
financial statements.

Seasonality

The consumer markets we sell into are traditionsdlgisonal and we would expect that our third quarbelld be our strongest sales
guarter for sales of our displays to customers ugwthem in consumer electronic applications, ¥edid by our second quarter then our fourth
quarter and our first quarter would be our lowedés quarter. We anticipate selling more displadpcts for military applications which we
would not expect to have the historical sales tsevfdbur consumer oriented products. Depending dipemelative success of our consumer
oriented products verses our military productstotal display revenues may or may not have a sehs@nd. Our principle 11l-V product is
our HBT transistors and revenues from the salé$Bf transistors has not demonstrated a seasortarpaiver the last two years.

Inflation
We do not believe inflationary forces have matériaffected our operations.

Contractual Obligations
The following is a summary of our contractual papmebligations for operating leases as of March22®)9:

Contractual Obligations Total Less than 1 yea 1-3 Years 3-5 years More than 5 years
Operating Lease Obligatiol $8,670,741 $ 1,359,72. $3,505,71. $461,25( $ 3,344,06
Item 3. Quantitative and Qualitative Disclosures about Marlet Risk

We invest our excess cash in high-quality goverrnpggvernment-backed and corporate debt instrumeihiich generally bear lower
levels of relative risk. We believe that the effétany, of reasonably possible near-term chamgé@sterest rates on our financial position,
results of operations, and cash flows should nahaterial to our cash flows or income. It is pokstbat interest rate movements would
increase our unrecognized gain or loss on inteatstsecurities. Included in other assets is aityevestment in Micrel Semiconductor,
Incorporated (Micrel) totaling approximately $1.%8limn, which is subject to changes in value beeaofeither specific operating issues at
Micrel or overall changes in the stock market. \Weeexposed to changes in foreign currency excheatgs primarily through our translation
our foreign subsidiary’s financial position, resullf operations, and transaction gains and lossagesult of non U.S. dollar denominated cash
flows related to business activities in Asia, aacheasurement of United States dollars to the fonaticurrency of our Kowon subsidiary. We
do not currently hedge our foreign currency exclearage risk. We estimate that any market risk aasmgt with our international operations is
unlikely to have a material adverse effect on awsitess, financial condition or results of opematiOur portfolio of marketable debt securities
is subject to interest rate risk although our ibierto hold securities until maturity. The crexditing of our investments may be affected by the
underlying financial health of the guarantors of mvestments. We use gallium arsenide and siligafers and demand is expected to grow
due to new technologies such as solar cells. Wieotlenter into forward or futures hedging contracts

Iltem 4. Controls and Procedures

An evaluation was performed under the supervisiamhwith the participation of our management, inagligdour Chief Executive Officer
and Chief Financial Officer, of the effectivene$®or disclosure controls and procedures, as deéfim&ules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amendeaf, th& end of the period covered by this repoasé&l
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on that evaluation, our management, including chiefExecutive Officer and Chief Financial Officegncluded that our disclosure controls
and procedures were effective as of March 28, 20@Pdesigned to ensure that information requirdmetdisclosed by us in reports that we file
or submit under the Exchange Act, is recorded,gssed, summarized and reported within the timeg@si$pecified in the SEC’s rules and
forms and that such information is accumulated@rdmunicated to our management, including our Chiefcutive Officer and Chief
Financial Officer, as appropriate to allow timekcisions regarding required disclosure.

During our last fiscal quarter, there were no clesnig our internal control over financial reportitgt have materially affected, or are
reasonably likely to materially affect, our inteFgantrol over financial reporting.

Part Il. OTHER INFORMATION
Iltem 1. Legal Proceedings

The Company is engaged in legal proceedings arigitige ordinary course of business. Managemeig\es the ultimate outcome of
these proceedings will not have a material advienpact on the Company’s consolidated financial fyms;j results of operations or cash flows.

Item 1A. Risk Factors

In addition to the other information set forth imstreport, you should carefully consider the fextdiscussed in Part [, Item 1A. “Risk
Factors” in our Annual Report on Form 10-K for discal year ended December 27, 2008. The risksud&ad in our Annual Report on
Form 10-K could materially affect our businessafigial condition and future results. The risks degd in our Annual Report on Form 10-K
are not the only risks facing us. Additional risksd uncertainties not currently known to us or thatcurrently deem to be immaterial also may
materially and adversely affect our business, fongrcondition or operating results.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
Sale of Unregistered Securities
In the past three years we have not sold any sexsuwhich were not registered under the Securiiets

Use of Proceeds

The information required by this item regarding oé@roceeds by the Company is reported in herefairt 1, Item 2 under “Liquidity
and Capital Resources”.

Forfeiture of Equity Securities

On December 8, 2008, we announced that our Boalddrettors authorized a stock repurchase prograopdb $15 million of our
common stock. Pursuant to the stock repurchasegmgve may purchase in one or more open markgtivate transactions up $15 million
shares of our common stock. The stock repurchasgam shall terminate on December 2, 2011, unladieeterminated by our Board of
Directors

The following table provides information regardirggpurchases of common stock made by us duringgbal fjuarter ended March 28, 2009:

Total Number Maximum
Approximate
of Shares Dollar of
Purchased as Shares that
Part of May Yet Be
Total number Average Publicly Purchased
Price Paic Announced Under the
of Shares Plans or Plans or
Period Purchased per Share Programs Programs
I @ (b) (© (d)
December 28, 2008 through January 26, 2 — $ — — $ —
January 27, 2009 through February 23, 2 — $ — — $ —
February 23, 2009 through March 28, 2( 481,82: $ 1.8¢ 481,82:  $14,112,52
Total 481,82: $ 1.8¢ 481,82

21



Table of Contents

Iltem 3. Defaults Upon Senior Securitie:

None

Iltem 4. Submission of Matters to a Vote of Security Holder:
None

Iltem 5. Other Information

None

Iltem 6. Exhibits

Exhibit No. Description
3.1 Amended and Restated Certificate of Incorporatigr
3.2 Amended to Certificate of Incorporation |
3.3 Amended to Certificate of Incorporation |
34 Fourth Amended and Restated-laws (3)
31.1 Certificate of John C.C. Fan, Chief Executive Gifiof the Registrant, filed pursuant to Section 8Dthe Sarbanes-Oxley Act
of 2002 (18 U.S.C. 1350
31.2 Certificate of Richard A. Sneider, Chief Finandfficer of the Registrant, filed pursuant to Seet802 of the Sarbanes-Oxley
Act of 2002 (18 U.S.C. 135C
32.1 Certificate of John C.C. Fan, Chief Executive Gffiof the Registrant, furnished pursuant to Seif of the Sarbanes-Oxley
Act of 2002 (18 U.S.C. 135C
32.2 Certificate of Richard A. Sneider, Chief Finandfficer of the Registrant, furnished pursuant toti®& 906 of the Sarbar-

Oxley Act of 2002 (18 U.S.C. 135(

(1) Filed as an exhibit to Registration Statement om¥§-1, File No. 3-57450, and incorporated herein by refere
(2) Filed as an exhibit to Quarterly Report on Forr-Q for the quarterly period July 1, 2000 and incogped by reference here
(3) Filed as an exhibit to Annual Report on For-K filed on December 12, 2008 and incorporated Inelpgireference
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by the
undersigned thereunto duly authorized.

KOPIN CORPORATION

(Registrant,
Date: May 6, 2009 By: /s/JoHNC.c. FAN
John C.C. Fan
President, Chief Executive Officer and
Chairman of the Board of Directors
(Principal Executive Officer)
Date: May 6, 2009 By: /'s/ RICHARD A. S NEIDER

Richard A. Sneider
Treasurer and Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

[, John C.C. Fan, certify that:

1.
2.

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

Based on my knowledge, this report does notaiomny untrue statement of a material fact or andttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the Registrant as of, andli@ periods presented in this
report;

The Registrar' s other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the Registrant and hav

(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared

(b)  Designed such internal control over financial réipgr or caused such internal control over finaheporting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

(c) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and presénthd report our conclusior
about the effectiveness of the disclosure contintbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

(d) Disclosed in this report any change in the Biegnt’s internal control over financial reportitigait occurred during the
Registrant’s most recent fiscal quarter (the Regyig’s fourth fiscal quarter in the case of an annuabmg that has material
affected, or is reasonably likely to materiallyeaft, the Registra’s internal control over financial reporting; &

The Registrar' s other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover
financial reporting, to the Registrant’s auditonslahe audit committee of the Registrant’s boardigctors (or persons performing
the equivalent functions

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affect Registrant’s ability to record, process, summaaizé report financial
information; anc

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a sigmifiole in the
Registrar’s internal control over financial reportir

Date: May 6, 200!

By:

/ s/ JouNC.C. FAN

John C.C. Fan
President and Chief Executive Officel



Exhibit 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Richard A. Sneider, certify that:

1.
2.

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

Based on my knowledge, this report does notaiomny untrue statement of a material fact or andttate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the Registrant as of, andli@ periods presented in this
report;

The Registrar' s other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the Registrant and hav

(@) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tesigned under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared

(b)  Designed such internal control over financial réipgr or caused such internal control over finaheporting to be designe
under our supervision, to provide reasonable assaereegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting princij

(c) Evaluated the effectiveness of the Regis’s disclosure controls and procedures and presénthd report our conclusior
about the effectiveness of the disclosure contintbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

(d) Disclosed in this report any change in the Biegnt’s internal control over financial reportitigait occurred during the
Registrant’s most recent fiscal quarter (the Regyig’s fourth fiscal quarter in the case of an annuabmg that has material
affected, or is reasonably likely to materiallyeaft, the Registra’s internal control over financial reporting; &

The Registrar' s other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover
financial reporting, to the Registrant’s auditonslahe audit committee of the Registrant’s boardigctors (or persons performing
the equivalent functions

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affect Registrant’s ability to record, process, summaaizé report financial
information; anc

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a sigmifiole in the
Registrar’s internal control over financial reportir

Date: May 6, 200!

By:

/ s/ RIcHARD A. SNEIDER

Richard A. Sneider
Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTF2002

The certification set forth below is hereby madkelsdfor the purpose of satisfying the requiremesftSection 906 of the Sarbanes-Oxley Act
of 2002 and may not be relied upon or used forahgr purposes.

In connection with the Quarterly Report of Kopinr@aoration (the “Company”) on Form 10-Q for the perended March 28, 2009, as filed
with the Securities and Exchange Commission ort#te hereof (the “Report”), I, John C.C. Fan, Riesi and Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section0125 adopted pursuant to Section 906 of the Sasb@mley Act of 2002, that: (1) the
Report fully complies with the requirements of $aettl3(a) or 15(d) of the Securities Exchange Ad%84; and (2) the information contained
in the Report fairly presents, in all material res{g, the financial condition and results of operet of the Company.

A signed original of this written statement reqdil®y Section 906 or other document authenticategnowledging or otherwise adopting the
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906 has been provided to the
Company and will be retained by the Company andistied to the Securities and Exchange Commissiits staff upon request.

Date: May 6, 200!
By: /s/ JOHNC.C. FAN

John C.C. Fan
President and Chief Executive Officel




Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 13505ADOPTED
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACTF2002

The certification set forth below is hereby madkelsdfor the purpose of satisfying the requiremesftSection 906 of the Sarbanes-Oxley Act
of 2002 and may not be relied upon or used forahgr purposes.

In connection with the Quarterly Report of Kopinr@aoration (the “Company”) on Form 10-Q for the perended March 28, 2009, as filed
with the Securities and Exchange Commission ortéte hereof (the “Report”), I, Richard A. Sneidehjef Financial Officer of the Company,
certify, pursuant to 18 U.S.C. Section 1350, ap#stbpursuant to Section 906 of the Sarbanes-Oxteyf 2002, that: (1) the Report fully
complies with the requirements of Section 13(a)}%(d) of the Securities Exchange Act of 1934; éjdlfe information contained in the Rej
fairly presents, in all material respects, theffitial condition and results of operations of therpany.

A signed original of this written statement reqdil®y Section 906 or other document authenticatiegnowledging or otherwise adopting the
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906 has been provided to the
Company and will be retained by the Company andistied to the Securities and Exchange Commissiits staff upon request.

Date: May 6, 200!
By: / s/ RICHARD A. S NEIDER

Richard A. Sneider
Chief Financial Officer




