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PART I — FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

UNIVERSAL DISPLAY CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

June 30, December 31
2011 2010
ASSETS
CURRENT ASSETS
Cash and cash equivale $ 65,240,06 $ 20,368,85
Shor-term investment 261,158,72 52,794,54
Accounts receivabl 6,541,23. 7,247,87.
Other current assets 2,841,93 1,988,23!
Total current asse 335,781,95 82,399,50
PROPERTY AND EQUIPMENT, net of accumulated depreeraof
$18,027,557 and $17,335,6 10,487,82 9,711,09:
ACQUIRED TECHNOLOGY, net of accumulated amortizatiof
$16,970,257 and $16,950,7 420,10! —
OTHER ASSETS 323,23! 216,52
TOTAL ASSETS $347,013,12 $ 92,327,13
LIABILITIES AND SHAREHOLDERS ' EQUITY
CURRENT LIABILITIES:
Accounts payabl $ 3,161,994 $ 2,155,48!
Accrued expense 5,667,85! 6,906,28!
Deferred revenu 4,816,88 5,323,15
Stock warrant liability 4,588,17 10,659,75
Total current liabilities 18,234,85 25,044,68
DEFERRED REVENUE 3,446,84. 2,775,02.
RETIREMENT PLAN BENEFIT LIABILITY 7,541,33 7,077,90:
Total liabilities 29,223,03 34,897,61
COMMITMENTS AND CONTINGENCIES (Note 11
SHAREHOLDERS EQUITY:
Preferred Stock, par value $0.01 per share, 5,0008ares authorized,

200,000 shares of Series A Nonconvertible PrefeBtedk issued and

outstanding (liquidation value of $7.50 per shar8 500,000 2,00( 2,00(
Common Stock, par value $0.01 per share, 100,00G08res authorized,

45,552,175 and 38,936,571 shares issued and oditsgeat June 30,

2011 and December 31, 2010, respecti 455,52: 389,36¢
Additional paic-in capital 548,871,15 280,102,22
Accumulated defici (225,594,27) (217,026,11)
Accumulated other comprehensive |i (5,944,320 (6,037,95Y)

Total shareholders’ equity 317,790,08 57,429,51
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY $ 347,013,212 $ 92,327,13

The accompanying notes are an integral part oktbeasolidated statements.
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UNIVERSAL DISPLAY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Three Months Ended June

30,
2011 2010
REVENUE:
Commercial revenu $ 5,278,700 $ 1,951,89:
Developmental revenue 5,973,711 6,494,93
Total revenue 11,252,41 8,446,82!
OPERATING EXPENSES
Cost of chemicals sol 142,54( 218,41°
Research and developm 5,551,49; 5,500,50
Selling, general and administrati 4,495,82. 3,624,58.
Patent cost 1,915,06! 843,90
Royalty and license expense 218,25! 168,56(
Total operating expenses 12,323,16 10,355,97
Operating los! (1,070,75) (1,909,144
INTEREST INCOME 184,87 61,12¢
INTEREST EXPENSE (8,430 (5,64¢)
GAIN (LOSS) ON STOCK WARRANT LIABILITY 4,496,36 (2,582,42))
INCOME (LOSS) BEFORE INCOME TAX EXPENS 3,602,06. (4,436,09)
INCOME TAX EXPENSE (289,36)) —
NET INCOME (LOSS) $ 3,312,700 $ (4,436,09)
NET INCOME (LOSS) PER COMMON SHARE
BASIC $ 0.07 $ (0.12)
DILUTED $ (0.039) $ (0.12)
WEIGHTED AVERAGE SHARES USED IN COMPUTING
NET INCOME (LOSS) PER COMMON SHARI
BASIC 45,024,37 37,362,17
DILUTED 45,201,17 37,362,17

The accompanying notes are an integral part oktheasolidated statements.




Table of Contents

UNIVERSAL DISPLAY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Six Months Ended June 30

2011 2010
REVENUE:
Commercial revenu $ 10,022,77 $ 3,782,03
Developmental revenue 10,830,17 8,911,441
Total revenue 20,852,95 12,693,47
OPERATING EXPENSES
Cost of chemicals sol 245,20: 317,03
Research and developm 12,106,61 10,329,30.
Selling, general and administrati 8,367,771 6,266,82!
Patent cost 3,528,10: 1,625,16!
Royalty and license expense 420,03¢ 288,62(
Total operating expenses 24,667,73 18,826,95
Operating los! (3,814,77)) (6,133,47))
INTEREST INCOME 280,35( 136,78(
INTEREST EXPENSE (18,06%) (12,707
LOSS ON STOCK WARRANT LIABILITY (4,429,84) (1,869,18))
LOSS BEFORE INCOME TAX (EXPENSE) BENEF! (7,982,33) (7,878,58))
INCOME TAX (EXPENSE) BENEFIT (585,81) 464,16:
NET LOSS $ (8,568,15) $ (7,414,42)
BASIC AND DILUTED NET LOSS PER COMMON SHARE $ 0.20 $ (0.20
WEIGHTED AVERAGE SHARES USED IN COMPUTING BASIC AND
DILUTED NET LOSS PER COMMON SHARE 41,977,11 37,196,74

The accompanying notes are an integral part oktheasolidated statements.
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UNIVERSAL DISPLAY CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Six Months Ended June 30

2011 2010
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (8,568,15) $ (7,414,42)
Adjustments to reconcile net loss to net cash pieviby (used in) operating
activities:
Amortization of deferred revent (1,479,45) (3,653,33))
Depreciatior 733,59 944,79¢
Amortization of intangible: 19,53¢ 847,53t
Amortization of premium and discount on investmentst (166,49) (80,16¢)
Stocl-based employee compensat 2,150,89: 1,191,70:
Stocl-based na-employee compensatic 1,93¢ 43,30¢
Non-cash expense under a materials agree 9,181 557,22:
Stock-based compensation to Board of DirectorsSsientific Advisory
Board 718,11 384,66!
Loss on stock warrant liabilit 4,429,84! 1,869,18!
Retirement plan benefit exper 763,43t 342,08:
Decrease (increase) in ass:
Accounts receivabl 706,64: (541,125
Other current asse (853,69 (44,829
Other asset (106,706 (43,65¢)
Increase in liabilities
Accounts payable and accrued expel 1,836,45! 1,464,05!
Deferred revenu 1,645,001 1,375,001
Net cash provided by (used in) operating activities 1,840,14. (2,757,98)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipm (1,510,33) (144,37¢
Purchase of intangible (439,64) -
Purchase of shc-term investment (253,903,70) (51,910,64)
Proceeds from sale of short-term investments 45,499,65 38,784,98
Net cash used in investing activities (210,354,02)  (13,270,03)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of common s 249,821,78 129,65(
Proceeds from the exercise of common stock opaokswarrant: 7,542,78 6,083,94
Payment of withholding taxes related to s+-based employee compensat (3,979,47) (1,132,42)
Net cash provided by financing activities 253,385,09 5,081,17.
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 44,871,21 (10,946,84)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 20,368,85 22,701,12
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 65,240,06 $ 11,754,28

The following nor-cash activities occurre:

Unrealized loss on availal-for-sale securitie $ 206,36: $ 40,14
Common stock issued to Board of Directors acidrgific Advisory Board

that was earned in a previous per 299,94: 314,18:
Common stock issued to employees that was eddnr in a previous perio

net of shares withheld for tax 1,113,48 929,55:
Common stock issued for royalties that was earnedgrevious perio — 81,27:

Fair value of stock warrant liability reclassifiemlshareholders’ equity upor
exercise 10,501,42 —



The accompanying notes are an integral part oktbeasolidated statements.
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UNIVERSAL DISPLAY CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. BACKGROUND

Universal Display Corporation (the Company) is eyeghin the research, development and commercializaf organic light emitting dioc
(OLED) technologies and materials for use in flah@l display, solid-state lighting and other prdadagplications. The Compars/priman
business strategy is to develop and license itgrigi@ary OLED technologies to product manufactuferaise in these applications. In sup
of this objective, the Company also develops newEDLmaterials and sells those materials to produshufacturers. Through interi
research and development efforts and relationshithsentities such as Princeton University (Princgt the University of Southern Califori
(USC), the University of Michigan (Michigan), Matda Solutions, Inc. (f/k/a Motorola, Inc.) (Motd&) and PPG Industries, Inc. (P
Industries), the Company has established a sigmifiportfolio of proprietary OLED technologies amdterials (Notes 5 and 7).

2. BASIS OF PRESENTATION
Interim Financial Information

In the opinion of management, the accompanying ditedi consolidated financial statements containadjustments (consisting of ol
normal recurring adjustments) necessary to prda@ht the Companys financial position as of June 30, 2011 and resafloperations for tt
three and six months ended June 30, 2011 and 20it0¢cash flows for the six months ended June 301 2;hid 2010. While managem
believes that the disclosures presented are adetpatake the information not misleading, theseudiiad consolidated financial stateme
should be read in conjunction with the audited otidated financial statements and the notes theretthe Company’s latest yeanc
financial statements, which are included in the @any’s Annual Report on Form Xfor the year ended December 31, 2010. The st
Companys operations for any interim period are not neaégsadicative of the results of operations foryaother interim period or for tl
full year.

Management’s Use of Estimates

The preparation of financial statements in confoymiith U.S. generally accepted accounting priresptequires management to
estimates and assumptions that affect the repartexlints of assets and liabilities and disclosureoafingent assets and liabilities at the
of the financial statements and the reported ansoahtevenues and expenses during the reportingdpekctual results could differ fro
those estimates.

Fair Value of Financial Instruments

The carrying value of cash equivalents, accountgivable, other current assets and accounts paygipeoximates fair value in t
accompanying financial statements due to the dkam-nature of those instruments. See Notes 3 dod & discussion of cash equivale
short-term investments and stock warrant liability.

Cost of Chemicals Sold

Cost of chemicals sold represents costs assoacidtedhe sale of commercial chemicals. Certaidagsifications were made to the stater
of operations between cost of chemicals sold asdareh and development expenses for the threeiamdosths ended June 30, 201(
reflect this current presentation.

Recent Accounting Pronouncements

In September 2009, the Financial Accounting Stasel@oard (FASB) issued guidance which affects #heemue recognition account
policies for transactions that involve multiple igelables. The new guidance requires companiebatase revenue in arrangements invoh
multiple deliverables based on the estimated gpfiiice of each deliverable, even though thoseveilbles are not sold separately eithe
the company itself or other vendors. This new guigaeliminates the requirement that all undelivezleinents have objective and reli
evidence of fair value before a company can reamgtiie portion of the overall arrangement fee ithattributable to items that already h
been delivered. In the absence of vendor-spedifjeative evidence and third-party evidence for onenore elements in a multipitemen
arrangement, companies will estimate the sellinceprof those elements. The overall arrangemenwiébe allocated to

7
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each element whether delivered or undelivered,asetheir relative selling prices, regardless bkther those estimated selling prices
evidenced by vendor-specific objective evidenciedtharty evidence of fair value or are based ehdbmpanys judgment. The new guidar
was effective prospectively for revenue arrangementered into or materially modified in fiscal y@®eginning on or after June 15, 2(
The Company adopted this new guidance on a praspdasis beginning January 1, 2011, and doesxpatot the adoption to have an img
on the Company’s results of operations or finanggaition.

In January 2010, the FASB issued amended standhedsrequire additional fair value disclosures. §heamended standards req
disclosures about inputs and valuation techniqges to measure fair value as well as disclosurestaignificant transfers, beginning in
first quarter of 2010. Additionally, these amend#dndards require presentation of disaggregatedtaavithin the reconciliation for fa
value measurements using significant unobservaigat$ (Level 3), beginning in the first quarter2ifl1. The adoption of the additio
disclosure requirements of this new guidance infite¢ quarter of 2011 did not have an impact oa @ompanys results of operatior
financial position, or disclosures.

In April 2010, the FASB issued guidance allowing tmilestone method as an acceptable revenue réicogmiethodology when
arrangement includes substantive milestones. Tliagoe provides a definition of a substantive nidee and should be applied regardle:
whether the arrangement includes single or multgdiverables or units of accounting. The scopehid consensus is limited to
transactions involving milestones relating to reskand development deliverables. The guidanceid®ed enhanced disclosure requirerr
about each arrangement, individual milestones atatad contingent consideration, information abswibstantive milestones and fac
considered in the determination. The consensudféstize prospectively to milestones achieved imuwal reporting periods, and intel
periods within those years, beginning after June2030. The Company adopted this new guidance mnospective basis beginning Jant
1, 2011, and does not expect the adoption to hawapact on the Company’s results of operationfénancial position.

In May 2011, the FASB issued amended standards¢hkied the application of the valuation premik&ighest and best use of an assetl
application of premiums and discounts for fair watletermination, as well as the required disclastoetransfers between Level 1 and Lt
2 fair value measures and the highest and besbfusenfinancial assets. The update provides addwitidisclosures regarding Level 3
value measurements and clarifies certain othetirgislisclosure requirements. The new guidancdfecive prospectively for fiscal yea
and interim periods within those years, beginnifigradDecember 15, 2011. The Company is currentbluating the requirements of this r
guidance and has not yet determined the impadi®@bmpany’s results of operations or financialtpms

In June 2011, the FASB issued amended standardsegaeporting of other comprehensive income. dmendments require that all non-
owner changes in stockholders’ equity be presesitbér in a single continuous statement of comprsive income or in two separate but
consecutive statements. In either case, an astigquired to present each component of net incalorgg with total net income, each
component of other comprehensive income along avithtal for other comprehensive income, and a twtaunt for comprehensive
income. Regardless of which option is chosenetitty is required to present on the face of tharicial statements any adjustments for it
that are reclassified from other comprehensiverimeto net income in the statements where the coemsmof net income and the
components of other comprehensive income are piexbefhe new guidance is effective retrospectifefyfiscal years, and interim periods
within those years, beginning after December 18,120The Company does not expect this new guidembave a material impact on its
results of operations or financial position, buwill change the Company’s presentation of compnshe& income (loss).

3. CASH, CASH EQUIVALENTS AND SHORT -TERM INVESTMENTS
The Company considers all highly liquid investmemischased with an original maturity of three maenth less to be cash equivalents.
Company’s remaining marketable securities are ifledsas available-fosale. These securities are carried at fair markdtaey witt

unrealized gains and losses reported in sharelgdleguity. Gains or losses on securities sold ase=d on the specific identification method.

Short-term investments at June 30, 2011 and DeaeBih010 consisted of the following:

Aggregate
Amortized Unrealized Fair

Market
Investment Classification Cost Gains (Losses) Value
June 30, 201-
Certificates of depos $ 6,568,14. $ 441 % (5,08) $ 6,563,500
Corporate bond 248,585,80 66,04" (255,77t  248,396,07
U.S. government bonds 6,197,43! 1,70¢ - 6,199,14!

$261,351,38 $ 68,197 $ (260,86() $261,158,72
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December 31, 201-

Certificates of depos $ 7,167,811 $ 62 $ (7,919 $ 7,159,96.
Corporate bond 30,423,51 19,96¢ (642) 30,442,84
U.S. government bonc 15,189,51 3,04( (807) 15,191,74

$ 52,780,844 $ 23,06¢ $ (9,36§) $ 52,794,54

All short-term investments held at June 30, 201Lmature within one year.
4, FAIR VALUE MEASUREMENTS
The following table provides the assets and litibdicarried at fair value measured on a recutvagjs as of June 30, 2011:

Fair Value Measurements, Usinc

Quoted prices Significant
Total carrying in active Significant other unobservable
value as of markets observable input: inputs
June 30, 2011 (Level 1) (Level 2) (Level 3)
Cash equivalent $ 57,169,800 $ 57,169,80 $ — 3 —
Shor-term investment 261,158,72 261,158,72 — —
Stock warrant liability 4,588,171 — — 4,588,171

The following table provides the assets and litibglicarried at fair value measured on a reculragjs as of December 31, 2010:

Fair Value Measurements, Usinc

Total carrying Quoted prices Significant
value as of in active Significant other unobservable
December 31, markets (Level observable input: inputs
2010 1) (Level 2) (Level 3)
Cash equivalent $ 8,234,69! $ 8,234,691 $ — % —
Shor-term investment 52,794,54 52,794,54 — —
Stock warrant liability 10,659,75 — — 10,659,75

Level 1 inputs are quoted prices (unadjusted) bivaanarkets for identical assets or liabilitiegviel 2 inputs are quoted prices for sirr
assets and liabilities in active markets or inpihiat are observable for the asset or liabilityheitdirectly or indirectly through mari
corroboration, for substantially the full term dfetfinancial instrument. Level 3 inputs are unobakle inputs based on manageme mivr
assumptions used to measure assets and liabditiesr value. A financial asset or liabiligy'classification is determined based on the Ic
level input that is significant to the fair valueeasurement.

The following table is a reconciliation of the clgas in fair value of the Compasystock warrant liability for the three months eshdene 3(
2011 and 2010 which has been classified in LevsltBe fair value hierarchy:

2011 2010
Fair value of stock warrant liabilit
beginning of periot $ 13,109,78 $ 3,006,92.
(Gain) loss for perior (4,496,36) 2,582,42i
Warrants exercised (4,025,24) —
Fair value of stock warrant liability, end
period $ 4,588,117 $ 5,589,35

The following table is a reconciliation of the clgas in fair value of the Compasystock warrant liability for the six months endkrahe 3(
2011 and 2010 which has been classified in LevsltBe fair value hierarchy:

2011 2010
Fair value of stock warrant liabilit
beginning of periot $ 10,659,755 $ 3,720,16!
Loss for perioc 4,429,84! 1,869,18
Warrants exercised (10,501,42) —
Fair value of stock warrant liability, end
period $ 4588,17 $ 5,589,35
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The fair value of the stock warrant liability wastermined using the Blac&eholes option pricing model with the following irtp at June 3
2011 and 2010:

2011 2010
Contractual life (years 0.1 1.1
Expected volatility 87./% 57.2%
Risk-free interest rat 0.02% 0.5%

Annual dividend yielc — —
5. RESEARCH AND LICENSE AGREEMENTS WITH PRINCETON, USC AND MICHIGAN

The Company funded OLED technology research acBram and, on a subcontractor basis, at USC, fgedfs under a Research Agreer
executed with Princeton in August 1997 (the 1993eRech Agreement). The Principal Investigator cetidg work under the 1997 Reses
Agreement transferred to Michigan in January 20B6llowing this transfer, the 1997 Research Agregmes allowed to expire on July
2007.

As a result of the transfer, the Company enteremlamew Sponsored Research Agreement with US@aiassr OLED technology researcl
USC and, on a subcontractor basis, Michigan. mbig Research Agreement (the 2006 Research Agrepmasieffective as of May 1, 20!
and had an original term of three years. The ZR86earch Agreement superseded the 1997 Researebmgnt with respect to all wc
being performed at USC and Michigan. Payments wtite 2006 Research Agreement were made to USC qumderly basis as acti
expenses were incurred. The Company incurred $3IB in research and development expense for werformed under the 20
Research Agreement during the original term, wieictled on April 30, 2009.

Effective May 1, 2009, the Company amended the R&&arch Agreement to extend the term of the aggeefor an additional four yea
Under the amendment, the Company is obligated yoUC up to $7,456,294 for work actually perfornteding the extended term, wh
runs through April 30, 2013. From May 1, 2009 tilgb June 30, 2011, the Company incurred $1,899ii8&search and developm
expense for work performed under the amended 2@3edch Agreement.

On October 9, 1997, the Company, Princeton and &¥8€red into an Amended License Agreement (as asderide 1997 Amended Licel
Agreement) under which Princeton and USC grantedCthmpany worldwide, exclusive license rights, witfints to sublicense, to make, h
made, use, lease and/or sell products and to pegotocesses based on patent applications andlipatents arising out of work performec
Princeton and USC under the 1997 Research Agreeribrtter this agreement, the Company is requiregayp Princeton royalties f
licensed products sold by the Company or its sahbees. For licensed products sold by the CompghryCompany is required to |
Princeton 3% of the net sales price of these prgdueor licensed products sold by the Compsarsyiblicensees, the Company is require
pay Princeton 3% of the revenues received by thepgaoy from these sublicensees. These royalty mesubject to renegotiation
products not reasonably conceivable as arisingpbtite 1997 Research Agreement if Princeton redsdgrdetermines that the royalty ra
payable with respect to these products are noafalrcompetitive.

The Company is obligated under the 1997 Amendedrise Agreement to pay to Princeton minimum anraallties. The minimum royal
payment is $100,000 per year. The Company acamalty expense in connection with this agreemdr215,754 and $113,240 for -
three months ended June 30, 2011 and 2010, resggctand $415,039 and $181,632 for the six morthded June 30, 2011 and 2(
respectively.

The Company also is required under the 1997 Amehdshse Agreement to use commercially reasondibetgto bring the licensed OLE
technology to market. However, this requiremendésemed satisfied if the Company invests a mininmiir8800,000 per year in reseal
development, commercialization or patenting effogspecting the patent rights licensed to the Camppa

In connection with entering into the 2006 Reseakgneement, the Company amended the 1997 Amendeshdéc Agreement to inclu
Michigan as a party to that agreement effectivefalanuary 1, 2006. Under this amendm®ninceton, USC and Michigan have grantec
Company a worldwide exclusive license, with rigldssublicense, to make, have made, use, lease raselloproducts and to pract
processes based on patent applications and issent arising out of work performed under the 2B@8earch Agreement. The finan
terms of the 1997 Amended License Agreement wer@muaacted by this amendment.

10
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6. ACQUIRED TECHNOLOGY

In 2000, the Company entered into a license agreemith Motorola whereby Motorola granted the Compaerpetual license rights to w
are now 74 issued U.S. patents relating to Motdso@LED technologies, together with foreign coundet® in various countries. The
patents will start expiring in the U.S. in 2012.

The Company was required under the license agraemigmMotorola to pay Motorola annual royalties gross revenues received on acc
of the Companys sales of OLED products or components, or fronOit€D technology licensees, whether or not thesemees relate
specifically to inventions claimed in the pateigihtis licensed from Motorola.

On March 9, 2011, the Company purchased thesetpdtem Motorola, including all existing and futuckaims and causes of action for
infringement of the patents, pursuant to a PatemtHase Agreement. The Patent Purchase Agreerffestively terminated its licen:
agreement with Motorola, including any obligationnbake royalty payments to Motorola.

The technology acquired from Motorola had an assigralue of $439,644, which is being amortized avperiod of 7.5 years. The
Company accrued royalty expense in connection thghMotorola license agreement of $52,820 and $B3lfor the three and six months
ended June 30, 2010, respectively. There was mesmgonding royalty expense for the six months dridme 30, 2011.

7. EQUITY AND CASH COMPENSATION UNDER THE PPG INDUSTRI ES AGREEMENTS

On October 1, 2000, the Company entered into ayiesr Development and License Agreement (the Dewvedmt Agreement) and a seven-
year Supply Agreement (the Supply Agreement) wRtGRndustries. Under the Development Agreemetdam of PPG Industries scient
and engineers assisted the Company in developingriprietary OLED materials and supplied the Campwith these materials f
evaluation purposes. Under the Supply AgreemeRG Mdustries supplied the Company with its pradprie OLED materials that we
intended for resale to customers for commercighpses.

On July 29, 2005, the Company entered into an OlMERerials Supply and Service Agreement with PPQuétides (the OLED Materie
Agreement). The OLED Materials Agreement superseaetreplaced in their entireties the Developmegrte@ment and Supply Agreem
effective as of January 1, 2006, and extendeddima bf the Company’ relationship with PPG Industries through Decen83gr2009. Th
term of the OLED Materials Agreement has subsedyi®eten extended through December 31, 2012. Utnde©O1LED Materials Agreeme
PPG Industries continues to assist the Compangveldping its proprietary OLED materials and suppiythe Company with those mater
for evaluation purposes and for resale to its eusts. The Company is currently in the process gbtiating a further extension of the OL
Materials Agreement.

Under the OLED Materials Agreement, the Company meamsates PPG Industries on a quat basis for the services provided during
calendar quarter. The Company is required to papdme of these services in all cash. Up to 50%hefremaining services are payabl
the Company'’s sole discretion, in cash or sharegeedfCompanys common stock, with the balance payable in alhcahe actual number
shares of common stock issuable to PPG Industidstermined based on the average closing pridhdo€ompanys common stock during
specified number of days prior to the end of eaakrar halfyear period ending on March 31 and September 3thoWwever, this avera
closing price is less than $6.00, the Companydsired to compensate PPG Industries in all cash.

The Company is also required under the OLED Mdterhagreement to reimburse PPG Industries for ravtenes used for research ¢
development. The Company records the purchaselsesetraw materials as a current asset until sudbriala are used for research
development efforts.

The Company issued 181 and 41,978 shares of thep&uoys common stock to PPG Industries as consideratioservices provided by Pl
Industries under the OLED Materials Agreement dutine six months ended June 30, 2011 and 2010ecatsply. For these shares,
Company recorded expense of $9,181 and $500,75héasix months ended June 30, 2011 and 2010, atdsplg. For the portion of the
shares associated with the three months ended3y2911 and 2010, the Company recorded experh@e and $257,297, respectively.

The Company recorded expense of $955,672 and $B3 ;8the three months ended June 30, 2011 an@, 284pectively, and $2,388,527
and $831,562 for the six months ended June 30, 20d 2010, respectively, in relation to the casttigo of the reimbursement of expenses
and work performed by PPG Industries, excluding am® paid for commercial chemicals.
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8. SHAREHOLDERS’ EQUITY

Series A Accumulated
Nonconvertible Additional Other Total
Preferred Stock Common Stock Paid-In Accumulated Comprehensive Shareholders’
Shares Amount Shares  Amount Capital Deficit Income (Loss) Equity
BALANCE, JANUARY 1,
2011 200,00( $ 2,000 38,936,57 $ 389,36t $280,102,22 $(217,026,11) $ (6,037,959 $ 57,429,51
Net loss — — — — — (8,568,15i) — (8,568,15i)

Other comprehensive
(loss) income
Unrealized loss on
available-for-sale
securities — — — — — — (206,36 (206,36))
Amortization of prior
service cost and
actuarial loss for

retirement plan — — — — — — 300,00t 300,00t
Comprehensive loss (8,474,51)

Exercise of common stocl

options and warrants, n

of tendered share — — 720,49¢ 7,20t 18,037,00 — — 18,044,20
Stock-based employee

compensation, net of

shares withheld for taxe

(A) — — 102,81: 1,02¢ (61,110 — — (60,08:)
Stock-based non-employe
compensatiol — — 55 1 1,93: — — 1,93¢

Issuance of common stoc

to Board of Directors ar

Scientific Advisory

Board (B) — — 36,53¢ 36& 1,017,69! — — 1,018,06!
Issuance of common stoc

in connection with

materials agreemen — — 181 2 9,17¢ — — 9,181
Issuance of common stoc

under an Employee Sto

Purchase Pla — — 5,52¢ 55 154,42. — — 154,47¢
Issuance of common stoc

through a public offering

net of expenses

of $14,832,694 (C — — 5,750,00! 57,50 249,609,80 — —  249,667,30

BALANCE, JUNE 30, ,
2011 200,000 $ 2,000 45,5552,17 $ 455,52 $548,871,15 $(225,594,27)$  (5,944,32() $ 317,790,08

(A) Includes $1,768,493 (50,848 shares) that was addoren a previous period and charged to experiservearned, but issued in 2011,
less shares withheld for taxes in the amount ob%EH (18,792 shares

(B) Includes $299,943 (8,624 shares) that was earnagiavious period and charged to expense whereedont issued in 201

(C) In March 2011, the Company sold 5,750,000 sharés @ommon Stock at $46.00 per share in a regidtanderwritten public offerin
The offering resulted in proceeds to the Companys249,667,306, which was net of $14,832,694 in umdtng discounts ar
commissions and other costs associated with cormplef the offering

9. STOCK-BASED COMPENSATION

The Company recognizes in its results of operattbesgrant-date fair value of stock options anceoguitybased compensation issue:
employees and directors. The grant-date fair vafusock options is determined using the Bl&dtoles option pricing model. The fair ve
of share-based awards is recognized as compenstjmense on a straighite basis over the requisite service period, rfeesiimate:
forfeitures. The Company relies primarily upontbiscal experience to estimate expected forfeitaras recognizes compensation expens
a straight-line basis from the date of the grarite Company issues new shares upon the respegveise, grant or vesting of sharase:
awards, as applicable.

Equity Compensation Plan



In 2003, the Company amended and restated its $ption Plan (now called the Equity Compensaticani?l Through June 30, 2011,
Companys shareholders have approved increases in the muofilghares reserved for issuance under the Edqitypensation Plan
8,000,000, and have extended the term of the plaugh 2015.

The Equity Compensation Plan provides for the gngnbf incentive and nonqualified stock optionsargs of common stock, stc
appreciation rights and performance units to emgxsy directors and consultants of the CompanyckSiptions are exercisable over per|
determined by the Compensation Committee, butddonger than 10 years from the
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grant date. Options to purchase shares of the Caoyigpaommon stock are authorized to be granted a¢griot less than the fair market vz
of the common stock on the date of the grant, gyiakéned by the Compensation Committee of the Bo&idirectors.

During the six months ended June 30, 2011, the @ommid not grant any stock options to employedse Tompany recorded
compensation expense $0 and $8,265 fothhee months ended June 30, 2011 and 2010, regggctind $0 and $30,497 for the six mo
ended June 30, 2011 and 2010, respectively, itiorlto the vesting of all previously granted enygle stock options.

During the six months ended June 30, 2010, the @osngranted to a noemployee stock options to purchase a total of 1IDdares of t
Companys common stock. These stock options vested imrtedgiand had exercise prices ranging from $8.589td4. The fair value of tl
options granted was $38,366, which was chargeddearch and development expense for the six menthesd June 30, 2010. No such gr
were made for the six months ended June 30, 2011.

During the six months ended June 30, 2011, the @osngranted a total of 92,822 shares of restristedk awards and restricted stock L
to employees. The shares associated with theseres stock awards and restricted stock units ddair value of $3,228,349 on the dat
grant, and will vest over one to six years fromdilage of grant, provided that the grantee is atilemployee of the Company on the applic
vesting date.

For the six months ended June 30, 2011 and 2020Ctmpany recorded compensation expense relatttk teesting of restricted stc
awards and restricted stock units previously gehnteemployees. These expenses were charged @wajjemd administrative expense
amounts of $744,370 and $571,283, and to researdidavelopment expense in amounts of $305,709 aad,$40, for the three mon
ended June 30, 2011 and 2010, respectively, agdrteral and administrative expense in amounts @721031 and $867,098, and to rese
and development expense in amounts of $575,39%282,389, for the six months ended June 30, 20d2&(0, respectively.

During the six months ended June 30, 2011, the @osnplso granted to employees 1,489 shares of constock, which shares were iss
and fully vested as of the date of grant. Forfétievalue of fullyvested shares that were issued to employees, timp&ty recorded charc
to research and development expense of $33,29BH3@34 for the three months ended June 30, 20d2@h0, respectively, and $54,
and $21,734 for the six months ended June 30, 26d12010, respectively.

In connection with all common stock issued to empls for the six months ended June 30, 2011, 19&iedres of common stock with a
value of $3,979,473 were withheld in satisfactiéax withholding obligations.

During the six months ended June 30, 2011, the @Gosngranted 24,000 casettled stock appreciation rights (SARS) to cer@adacutivi
officers. The SARs represent the right to receisegach SAR, a cash payment equal to the amduantyi by which the fair market value ¢
share of the common stock of the Company on théngedate exceeds the base price of the SAR awHne. base price of each SAR awal
$34.78 per share. The SARs vest on the first amsary of the date of grant, provided that the s still an employee of the Company
the applicable vesting date. In relation to thetimgsof the caslsettled SARs, the Company recorded a credit torgéamd administratiy
expense in the amount of $11,264, and to researdidavelopment expense in the amount of $27,356h&three months ended June
2011 and recorded an expense to general and athaiivis expense in the amount of $24,396, anddearch and development expense il
amount of $59,248, for the six months ended Jun@@D1. No such grants were made in 2010.

For the six months ended June 30, 2011, the Comigangd a total 10,000 shares of common stock tabees of its Board of Directors
partial compensation for services performed. Rerfair value of shares issued to members of isr@of Directors, the Company recor
charges to general and administrative expense 38,895 and $67,630 for the three months ended 3un2011 and 2010, respectively,
$394,000 and $135,261 for the six months ended 30n2011 and 2010, respectively.

For the six months ended June 30, 2011, the Comgamfed a total of 6,900 shares of restrictedkstocertain members of its Scientific
Advisory Board. These shares of restricted stoidkverst and be issued in equal increments annwalér three years from the date of grant,
provided that the grantee is still engaged as auwtant of the Company on the applicable vestirtg.ddhe Company recorded a credit to
research and development expense of $149,458ddhthe months ended June 30, 2011 and recordegksha research and development
expense of $167,332 for the three months ended3Wr2010, and charges of $324,117 and $249,40éhéosix months ended June 30, 2011
and 2010, respectively, in relation to the vestihthese restricted stock awards.
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Employee Stock Purchase Plan

On April 7, 2009, the Board of Directors of the Guany adopted an Employee Stock Purchase Plan (ESPR)ESPP was approved by
Companys shareholders and became effective on June 29, Zliie Company has reserved 1,000,000 sharesswhoa stock for issuan
under the ESPP. Unless sooner terminated by thedBif Directors, the ESPP will expire when alleregd shares have been issued.

Eligible employees may elect to contribute to ti&PP through payroll deductions during consecutiveetmonth purchase periods, the 1
of which began on July 1, 2009. Each employee @lbots to participate will be deemed to have beantgd an option to purchase share
the Companys common stock on the first day of the purchasmgderUnless the employee opts out during the paselperiod, the option w
automatically be exercised on the last day of #gop, which is the purchase date, based on thdogenggs accumulated contributions to
ESPP. The purchase price will equal 85% of thedesf the price per share of common stock oniteeday of the period or the last day
the period.

Employees may allocate up to 10% of their base emrsation to purchase shares of common stock uhdde$PP; however, each emplc
may purchase no more than 12,500 shares on a pirehase date, and no employee may purchase naré&ab,000 of common stock un
the ESPP during a given calendar year.

For the six months ended June 30, 2011, the Comsamged 5,525 shares of its common stock undeE®ieP, resulting in proceeds
$154,479. In relation to the ESPP, the Compangroexl $7,644 and $8,129 to general and adminigtratkpense, and $20,845 and $14
to research and development expense, for the theeghs ended June 30, 2011 and 2010, respectivety$13,645 and $14,104 to gen
and administrative expense, and $35,030 and $2%@8#%earch and development expense, for the et ended June 30, 2011 and 2
respectively. The expense recorded equals the mimodihe discount and the value of the Idmdek feature for the shares that were is
under the ESPP.

10. SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN

On March 18, 2010, the Compensation Committee hadBbard of Directors of the Company approved adapted the Universal Displ
Corporation Supplemental Executive Retirement Pla@ SERP), effective as of April 1, 2010. Thepgase of the SERP, which is unfunc
is to provide certain of the Compasyexecutive officers with supplemental pension Eenfollowing a cessation of their employment. &f
June 30, 2011, there were six participants in iR The SERP benefit is based on a percentades gfarticipant annual base salary ¢
the number of years of service.

The Company records amounts relating to the SERBdban calculations that incorporate various a@land other assumptions, includ
discount rates, rate of compensation increaseisemeint dates and life expectancies. The net piericalsts are recognized as emplo
render the services necessary to earn the SERFtbene

The components of net periodic pension cost wefelksvs for the three months ended June 30,

2011 2010
Service cos $ 135,45¢ $ 110,61:
Interest cos 96,25¢ 85,341
Amortization of prior service co: 146,12. 146,12:
Amortization of actuarial loss 3,87¢

Total net periodic benefit cost $ 381,71¢ $ 342,08:

The components of net periodic pension cost wefelksvs for the six months ended June 30,

2011 2010
Service cos $ 270,91¢ $ 110,61:
Interest cos 192,51¢ 85,341
Amortization of prior service co: 292,24 146,12.
Amortization of actuarial loss 7,75¢€

Total net periodic benefit cost $ 763,43t $ 342,08
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11. COMMITMENTS AND CONTINGENCIES

Commitments

Under the 2006 Research Agreement with USC, thepgaomis obligated to make certain payments to Ug&d on work performed by U.
under that agreement, and by Michigan under its@uipactor agreement with USC. See Note 5 foh&urexplanation.

Under the terms of the 1997 Amended License Agregntee Company is required to make minimum royallyments to Princeton. ¢
Note 5 for further explanatiol

Opposition to European Patent No. 0946958

On December 8, 2006, Cambridge Display Technol@®T), which was acquired in 2007 by Sumitomo Cheaini@ompany (Sumitomc
filed a Notice of Opposition to European Patent B®46958 (EP ‘958 patent). The E¥58 patent, which was issued on March 8, 2006
European counterpart patent to U.S. patents 5,8343602,540, 6,888,306 and 7,247,073. Thesaisatelate to the ComparsyFOLED™
flexible OLED technology. They are exclusivelyditsed to the Company by Princeton, and under tieade agreement the Compan
required to pay all legal costs and fees associaiidthis proceeding.

The European Patent Office (the EPO) conductedrahk®aring in this matter on October 6, 2009. risjoresentative from CDT attended
Oral Hearing. At the conclusion of the Oral Hegrithe EPO panel announced its decision to reffecbpposition and to maintain the pa
as granted. The minutes of the Oral Hearing wespatched on October 27, 2009, and the EPO isdsafficial decision on November :
20009.

CDT filed an appeal to the EPO decision on Jan@ary2010. CDT timely filed its grounds for the appwith the EPO on or about April
2010. The EPO set August 12, 2010 as the duefatatiéing the Company’s reply to this appeal. TBempany’s reply was timely filed.

At this time, based on its current knowledge, Comypmanagement believes that the EPO decision willpheld on appeal. Howe\
Company management cannot make any assurances wégalt.

Opposition to European Patent No. 1449238

On March 8, 2007, Sumation Company Limited (Sunmgfia joint venture between Sumitomo and CDT, féefirst Notice of Opposition
European Patent No. 1449238 (EP ‘238 patent). EfM&38 patent, which was issued on November 2, 2606 Huropean counterpart pat
in part, to U.S. patents 6,830,828; 6,902,830; I,B®6; 7,291,406; 7,537,844; and 7,883,787; angetoding U.S. patent applicati
13/009001, filed on January 19, 2011. These patemd this patent application relate to the CommabiversalPHOLED phosphoresc
OLED technology. They are exclusively licensedhte Company by Princeton, and under the licenseeagent the Company is requiret
pay all legal costs and fees associated with tfisgeding.

Two other parties filed additional oppositions e tEP 238 patent just prior to the August 2, 2007 exmratate for such filings. On Ju
24, 2007, Merck Patent GmbH, of Darmstadt, Germéitgd a second Notice of Opposition to the EB8 patent, and on July 27, 2C
BASF Aktiengesellschaft, of Mannheim, Germany,dile third Notice of Opposition to the ER38 patent. The EPO combined all tt
oppositions into a single opposition proceeding.

The EPO set a January 6, 2008 due date for the @uwyrip file its response to the opposition. ThenPany requested a twaenth extensic
to file this response, which the Company subsedpdited in a timely manner. The other partiesthre opposition have not filed a
additional documents to which the Company mighpoesl.

The EPO issued a Summons on July 8, 2011 settinddte of the Oral Hearing for November 3, 2011 th#s time, Company management
cannot make any prediction as to the probable owtocof the opposition. However, based on the Coryipaurrent knowledge, and the
issues raised by the EPO in its non-binding prelany opinion that accompanied the Summons for tte¢ Dearing, Company management
believes there is a substantial likelihood thatghtent being challenged will be declared validi #irat all or a significant portion of its claims
will be upheld.
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Invalidation Trial in Japan for Japan Patent No. 3992929

On April 19, 2010, the Company received a copy dfiaice of Invalidation Trial from the Japanese éPaitOffice (the JPO) for tl
Company’s Japan Patent No. 3992929 (the92® patent), which was issued on August 3, 2007 request for the Invalidation Trial v
filed by Semiconductor Energy Laboratory Co., 8EL), of Kanagawa, Japan. The 3R9 patent is a Japanese counterpart patent,
to the above-noted EP ‘238 patent and to the abowed family of U.S. patents 6,830,828; 6,902,83001,536; 7,291,406; 7,537,844;
7,883,787; and to pending U.S. patent applicatiBf0@9001, filed on January 19, 2011. Under the @amy’s license agreement w
Princeton, the Company is required to pay all legats and fees associated with this proceeding.

On August 24, 2010, the JPO issued a Notice foDeal Hearing in this matter, which was held on Naber 16, 2010. On February
2011, the Company learned that the JPO had issdedision recognizing the Compaayhvention and upholding the validity of most bé
claims, but finding the broadest claims in the patevalid. Company management believes that B@’sl decision invalidating these clai
was erroneous, and the Company filed an appedletdapanese IP High Court on June 22, 2011. Thep&oytimely filed its appeal bri
that was due August 5, 2011.

At this time, based on the Compasgurrent knowledge, Company management belieagth JPO decision invalidating certain clain
the Company’s JP29 patent should be overturned on appeal as tw allsignificant portion of the claims. Howev€gmpany manageme
cannot make any assurances of this result.

Opposition to European Patent No. 1394870

On about April 20, 2010, five European companitifNotices of Opposition to European Patent N®@4B30 (the EP870 patent). The E
‘870 patent, which was issued on July 22, 2009, Esii@pean counterpart patent, in part, to U.S.riat8,303,238; 6,579,632; 6,872,4
7,279,235; 7,279,237; 7,488,542; 7,563,519; and1//®5; and to pending U.S. patent application 33081, filed on February Z
2011. These patents and this patent applicatitateréo the Companyg’ UniversalPHOLED phosphorescent OLED technolofiyey art
exclusively licensed to the Company by Princetord ander the license agreement the Company isneljto pay all legal costs and f
associated with this proceeding. The five compaaie Merck Patent GmbH; BASF Schweitz AG of BaSeljtzerland; Osram GmbH
Munich, Germany; Siemens Aktiengesellschaft of Mhbni Germany; and Koninklijke Philips ElectronicsW. of Eindhoven, Th
Netherlands

The EPO combined the oppositions into a single spipa proceeding and set October 4, 2010 as tleeddte for the Company to file
response, subject to extension. The Company resgiestwomonth extension to file this response, and the Gompsubsequently filed

response in a timely manner. The Company iswéilting for the EPO to provide notice of the daté¢he Oral Hearing. The Company is ¢
waiting to see whether any of the other partieh@opposition file additional documents, to whibhh Company might respond.

At this time, Company management cannot make apgigiion as to the probable outcome of the oppositi However, based on
Companys current knowledge, Company management believer® tis a substantial likelihood that the patennhdeihallenged will k&
declared valid, and that all or a significant pmmtdf its claims will be upheld.

Invalidation Trials in Japan for Japan Patent N0s.4357781 and 4358168

On May 24, 2010, the Company received copies of additional Notices of Invalidation Trials agairlstpan Patent Nos. 4357781 (tht
‘781 patent) and 4358168 (the JB8 patent), which were both issued on August 0892 The requests for these two additional In\zaiar
Trials were also filed by SEL. The JP ‘781 and8Itents are also Japanese counterpart patemiartjrto the aboveeted family of U.<
patents 6,830,828; 6,902,830; 7,001,536; 7,291,4(837,844; and 7,883,787; and to pending U.S.npatpplication 13/009001, filed

January 19, 2011. Under the Companiitense agreement with Princeton, the Comparsisis required to pay all legal costs and

associated with these two proceedings.

The JPO set a due date of August 18, 2010 for tmpany to file the Company’s response to the ewidemd arguments submitted with the
requests for the Invalidation Trials. The Compesuested and the JPO granted a 30-day extensitimef@€ompany to file its response,
which was timely filed.

Additional written statements were filed in Janua@l1 in response to a request by the JPO, addgessints that were expected to be ra
by the JPO at the Oral Hearing that was held orrdzep 1, 2011. Another written statement was sttiehiin February 2011 to addr
additional points raised at the Oral Hearing.
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On March 31, 2011, the Company learned that the BB issued decisions finding all claims in the “3B1 and JP 168 pateni
invalid. Company management believes that the gll€cisions invalidating these claims were erroaedihe Company timely filed appe
for each case on July 26, 2011.

At this time, based on the Compasyurrent knowledge, Company management beliewstik JPO decisions invalidating all the clainr
the Company’s JP ‘781 and JF68 patents should be overturned on appeal a$ oo alsignificant portion of the claims. Howev@ompan
management cannot make any assurances of this. resul

Interference No. 105,771 involving Claims 48-52 &JS Patent No. 6,902,830

Patent Interference No. 105,771 was declared bytiieed States Patent and Trademark Office (theTCHRN November 17, 2010 betw
The University of Southern California and The Teest of Princeton University (the Universities), idurParty, and Fuijifilm Holdin
Corporation (Fuji), Senior Party. The disputeé$vieen the Universities’ U.S. Patent No 6,902,886 (830 patent), claims 48-52, and Faji’
Patent Application No. 11/802,492, claims 1-5. TB80 patent relates to the CompasmyUniversalPHOLED phosphorescent OL
technology. It is exclusively licensed to the Camy by Princeton, and under the license agreerhen€ompany is required to pay all le
costs and fees associated with this proceeding.

The USPTO declares an interference when two or martes claim the same patentable invention. dthjective of an interference is
contest which party, if any, has both a right tetipgate in the proceeding and a right to themkd invention and, if more than one p
does, then to contest which party has the eagiéstity date for the claimed invention.

At a telephone hearing on January 28, 2011, theddsities were authorized to file seven motions.aAelephone conference on March
2011, the USPTO granted Fugjitequest for an extension of the date for filihgse motions due to the recent difficulties in dapghe
USPTO established an extended filing date of Jyr#®3B1. The USPTO further extended the filing datél July 1, 2011, on which date
motions were filed. The USPTO has now set Aug@s2011 as the due date for filing responsive nmstio

At this time, based on the Company’s current knogée Company management believes there is a stibstdelihood that the Company’
claims 48-52 of the830 patent, or a significant portion thereof, wilevail. However, Company management cannot makexssurances
this result.

Invalidation Trial in Korea for Patent No. KR-0998059

On March 10, 2011, the Company received informaicedrom the Compang’ Korean patent counsel of a Request for an Inatidid Tria
from the Korean Intellectual Property Office (KIP@y the Company’s Korean Patent No. 10-0998058 KR ‘059 patent), which wi
issued on November 26, 2010. The Request wasHifeicertain individual, but the Company still dawt know which company, if any, v
ultimately responsible for filing this Request. eET@ompanys Korean patent counsel received the Appeal BrighfKIPO on April 21, 201:
at which time KIPO set a date of May 18, 2011 (edttble to June 20, 2011) for the Company to fdgdsponse. A response to the Re
was filed on June 20, 2011. The KB59 patent is a Korean counterpart patent to thdR)\Drganic Vapor Jet Printing, family of U.S. pét
originating from US 7,431,968.

At this time, Company management cannot make aegligion as to the probable outcome of this Inwalh Trial. However, based on
Companys current knowledge, Company management believer® tis a substantial likelihood that the patennhdeihallenged will k&
declared valid, and that all or a significant pamtdf its claims will be upheld.

Invalidation Trials in Korea for Patent Nos. KR-558632 and KR-963857

On May 11 and May 31, 2011, respectively, the Camgdaarned that further Requests for Invalidatioial® were filed in Korea, on May
and May 26, 2011, respectively, for the Companydsd@n Patent Nos. KR-558632 (the K&82 patent), which issued on March 2, 2006,
KR-963857 (the KR ‘857 patent), which issued onel@8n2010. The Requests were filed by Duk Sametfial, Ltd. (Duk San) of Korea. T
KR ‘632 and KR 857 patents are both Korean counterpart patentpaity to U.S. patents 6,303,238; 6,579,632; 6&72,7,279,23!
7,279,237; 7,488,542 and 7,563,519; and to pendifSg patent application 12/489,045, filed on JuRe2D09; to the ERB70 patent, which
subject to one of the above-noted European Oppasitiand to the JP ‘024 patent, which is subjethéobelownoted Japanese Invalidat
Trial. These patents and the pending U.S. patgmlication relate to the Compamsy’UniversalPHOLED phosphorescent OL
technology. They are exclusively licensed to tleenPany by Princeton, and under the license agreetherCompany is required to pay
legal costs and fees associated with this procgedin
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Formal, substantially nosubstantive responses were due in Korea on Jun2021, and July 8, 2011, respectively, but theseddies hav
been extended for two months, until August 27, 28id September 8, 2011, respectively.

At this time, Company management cannot make aegligion as to the probable outcome of these Koteaalidation Trials. Howeve
based on the Comparsyturrent knowledge, Company management beliews th a substantial likelihood that the patentadyehallenge
will be declared valid, and that all or a signifitgortion of their claims will be upheld.

Invalidation Trials in Korea for Patent Nos. KR-744199 and KR-913568

On May 10 and May 31, 2011, respectively, the Camgdaarned that further Requests for Invalidatioral® were filed in Korea, on May
and May 26, 2011, respectively, for the Companysdan Patent Nos. KR-744199 (the KE®9 patent), which issued on July 24, 2007,
KR-913568 (the KR ‘568 patent), which issued on Astgl7, 2009. The Requests were also filed by Baik. The KR ‘199 and KR56¢
patents are both Korean counterpart patents, intoad.S. patents 6,830,828; 6,902,830; 7,001,3381,406; 7,537,844; and 7,883,787,
to pending U.S. patent application 13/009001, filedJanuary 19, 2011; to the EP ‘238 patent, wiscsubject to one of the abowetec
European Oppositions; and to the JP ‘929 patenigchnils subject to one of the aboweted Japanese Invalidation Trials. These patem
this patent application relate to the CompanyniversalPHOLED phosphorescent OLED technolofiyey are exclusively licensed to
Company by Princeton, and under the license agneethe Company is required to pay all legal costd &éees associated with t
proceeding.

Formal, substantially nosubstantive responses were due in Korea on JW911 and June 23, 2011, respectively, but thesedldtes hav
been extended for two months, until September 11 20hd August 23, 2011, respectively.

At this time, Company management cannot make aagligtion as to the probable outcome of these Koteaalidation Trials. Howeve
based on the Comparsyturrent knowledge, Company management beliews th a substantial likelihood that the patentadyehallenge
will be declared valid, and that all or a signifitgortion of their claims will be upheld.

Invalidation Trials in Japan for Japan Patent No. 411024

On June 16, 2011, the Company learned that a fuRkquest for an Invalidation Trial was filed irpda for the Companyg’Japanese Pat
No. JF-4511024 (the JP ‘024 patent), which issued on Wy2010. The Request was filed by SEL, the saoperment as in the abovetec
Japanese Invalidation Trial for the JP ‘929 patdrite JP 024 patent is a counterpart patent, in part, to. [gaéents 6,303,238; 6,579,6
6,872,477; 7,279,235; 7,279,237; 7,488,542; 7,368,And 7,901,795; and to pending U.S. patent egpdin 13/035051, filed on Febru
25, 2011; to the EP ‘870 patent, which is subjeabrie of the above-noted European Oppositionsiarie KR ‘632 and KR857 patent:
which are subject to one of the above noted Kotesaalidation Trials. These patents and the pending. patent application relate to
Companys UniversalPHOLED phosphorescent OLED technoloBiyey are exclusively licensed to the Company bpd&tion, and under t
license agreement the Company is required to gdggall costs and fees associated with this prdoged

At this time, Company management cannot make aagligtion as to the probable outcome of this Japamegalidation Trial. Howeve
based on the Comparsyturrent knowledge, Company management belieas ih a substantial likelihood that the patenhdpeahallenge
will be declared valid, and that all or a signifitgortion of its claims will be upheld.

Opposition to European Patent No. 1252803

On July 12 and 13, 2011, Oppositions were filecEtsopean Patent No. 1252803 (the BB3 patent). These Oppositions were filec
Sumitomo, Merck Patent GmbH and BASF SE, of Ludhéy®n, Germany. The EBO3 patent, which was issued on October 13, 2@1£
European counterpart patent, in part, to U.S. pat6r830,828; 6,902,830; 7,001,536; 7,291,406; 7/&B!; and 7,883,787; and to penc
U.S. patent application 13/009001, filed on Janua®; 2011. These patents and this patent applicatelate to the Compary’
UniversalPHOLED phosphorescent OLED technologyeyThre exclusively licensed to the Company by Rtime, and under the licer
agreement the Company is required to pay all legstis and fees associated with this proceeding.

It is expected the EPO will combine all three Opfiass into a single opposition proceeding. Thep@gition documents are currently ur
review by the Company.
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Invalidation Trials in Korea for Patent Nos. KR-840,637 and KR-937,470

On August 8, 2011, the Company received informaitiolicating that further Requests for Invalidatibrials were filed against Korean Pal
Nos. KF-840,637 (the KR ‘637 patent) and KR-937,470 (the K70 patent), which issued on June 17, 2008 andadanldl, 201(
respectively. The Requests were also filed by Bak. The KR ‘637 and KR470 patents are both Korean counterpart patentsait) tc
U.S. patents 6,830,828; 6,902,830; 7,001,536; 74281 7,537,844; and 7,883,787; and to pending pagnt application 13/009001, filed
January 19, 2011; to the EP ‘803 patent, whichulgest to one of the above-noted European Oppositiand to the JP ‘781 and JEGE
patents, which are subject to the above-noted &mspaimvalidation Trials. These patents and thismaapplication relate to the Compasiy’
UniversalPHOLED phosphorescent OLED technologyeyThre exclusively licensed to the Company by Rtime, and under the licer
agreement the Company is required to pay all legstis and fees associated with this proceeding.

The Requests have not yet been served to the Cofigpidarean counsel. Accordingly, Company manageroa@mbot make any prediction
to the probable outcome of these Korean Invalidafinals at this time.

12. CONCENTRATION OF RISK

Contract research revenue, which is included ineltmmental revenue in the accompanying statememtpefations, of $1,366,421 ¢
$1,241,637 for the three months ended June 30, @d 2010, respectively, and $3,291,044 and $%383or the six months ended June
2011 and 2010, respectively, has been derived frontracts with United States government agencieseRues derived from contracts v
government agencies represented 12% and 15% oblabated revenue for the three months ended Jun2@®Q and 2010, respectively, i
16% and 19% of consolidated revenue for the sixthmanded June 30, 2011 and 2010, respectively.

Revenues for the six months ended June 30, 2012@h@d, and accounts receivable as of June 30, #0fri our largest nomgovernmer
customers, were as follows:

Accounts
% of Total Revenue Receivable
Customer 2011 2010 June 30, 201
A 46% 25% $ 2,980,35:
B 16% 21% 1,324,72!

Revenues for the three months ended June 30, 2@12C¢0, from the same non-government customerg agfollows:

% of Total Revenue
Customer 2011 2010
A 47% 21%
B 13% 23%

The Company'’s relationships with customers A arat@under agreements that are presently scheduésgire in less than twelve months.

Revenues from outside of North America represe8®d and 84% of the consolidated revenue for theethmonths ended June 30, 2011 and
2010, respectively. Revenues by geographic areasai@lows:

Country 2011 2010
United States $ 1,444,93( $1,319,13
South Koree 6,921,00' 3,828,89!
Japar 2,595,32" 2,859,88
Taiwan 250,68 426,14
Other 40,45¢ 12,76«
All foreign locations 9,807,47¢ 7,127,69
Total revenue $11,252,41 $8,446,82!
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Revenues from outside of North America represe883d and 80% of the consolidated revenue for thensinths ended June 30, 2011 and
2010, respectively. Revenues by geographic areasai@lows:

Country 2011 2010
United States $ 3,447,05' $ 2,570,18:
South Koree 13,075,005 6,022,44!
Japar 3,710,62: 3,509,33
Taiwan 537,71( 574,09
Other 82,50 17,41:
All foreign locations 17,405,89 10,123,29
Total revenue $20,852,95 $12,693,47

The Company attributes revenue to different gedgcagareas on the basis of the location of the e¢usto
Long-lived tangible assets at international loagatiare not significant for each of the periods gmnésd.
All chemical materials were purchased from one BapSee Note 7.

13. INCOME TAXES

The Company filed for and was granted a i@ exemption from withholding tax on royalty pams received from Samsung Mol
Display Co., Ltd. (Samsung SMD) under its patecgrise agreement as part of a tax incentive progrdforea. The exemption was grar
in May 2005 and remained in effect until May 20%hce then, Samsung SMD has been required to withlag upon payment of royalties
the Company. In 2011 and 2010, the withholding rte for royalty payments made by Samsung SMD 15%. For the three and
months ended June 30, 2011, foreign income taxe$286,361 and $585,817, respectively, were withhield¢donnection with royali
payments. No such taxes were withheld during tkensinths ended June 30, 2010.

During the six months ended June 30, 2010, the @ompold approximately $3.8 million of its statdated income tax net operating los
and $194,088 of its research and development tditsrunder the New Jersey Technology Tax Certdidaansfer Program. The Comp.
received proceeds of $464,162 from these salesesnmlded these proceeds as an income tax beh&fitorresponding sales of stadatec
income tax net operating losses or research anel@@went tax credits occurred during the six moetided June 30, 2011.

14. NET INCOME (LOSS) PER COMMON SHARE

Basic net income (loss) per common share is cordphyedividing the net income (loss) by the weightagrage number of shares
common stock outstanding for the period. Diluted imcome (loss) per common share reflects thengiatedilution from the exercise
conversion of securities into common stock, theafbf unvested restricted stock awards and réstristock units, and the impact of share
be issued under the ESPP.

The following table is a reconciliation of net imie (loss) and the shares used in calculating lsesladiluted net income (loss) per comr
share for the three months ended June 30, 2012l

2011 2010
Numerator:
Net income (loss- Basic $ 3,312,700 $ (4,436,09)
Effect of warrants (4,496,36) —
Net loss - Diluted $ (1,183,66) $ (4,436,09)
Denominator
Weighted average common shares outstand
Basic 45,024,37 37,362,17
Effect of warrant: 176,802 —
Weighted average common shares outstand
Diluted 45,201,17 37,362,17
Net income (loss) per common she
Basic $ 0.07 $ (0.12)
Diluted $ (0.09 $ (0.12)
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For the three months ended June 30, 2011, thetefféthe exercise of the combined outstandingkstgtions and unvested restricted s
awards and restricted stock units of 2,088,014 thedmpact of shares to be issued under the ESREh was minor, were excluded from
calculation of diluted EPS as the impact would hiagen antidilutive.

For the three months ended June 30, 2010, thetefiéthe exercise of the combined outstandingkstqtions and warrants and unvested
restricted stock awards and restricted stock wfi8s894,181, and the impact of shares to be issnddr the ESPP, which was minor, were
excluded from the calculation of diluted EPS asitiygact would have been antidilutive.

The following table is a reconciliation of net logsd the shares used in calculating basic andedilogt loss per common share for the
months ended June 30, 2011 and 2010:

2011 2010

Numerator:
Net loss $ (8,568,15) $ (7,414,42)
Denominator
Weighted average common shares outstand
Basic 41,977,11 37,196,74
Effect of dilutive share = =
Weighted average common shares outstand

Diluted 41,977,11 37,196,74
Net loss per shari
Basic and dilutes $ (0.20) % (0.20)

For the six months ended June 30, 2011 and 20&0efflects of the exercise of the combined outstanpdtock options and warrants
unvested restricted stock awards and restrictazk stoits of 2,302,760 and 3,894,181, respectivahy the impact of shares to be issued L
the ESPP, which was minor, were excluded from gheutation of diluted EPS as the impact would hbeen antidilutive.

ITEM 2. MANAGEMENT' S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

The following discussion and analysis of our finahcondition and results of operations should déedrin conjunction with the consolida
financial statements and related notes above.

CAUTIONARY STATEMENT
CONCERNING FORWARD-LOOKING STATEMENTS

This discussion and analysis contains some “fori@o#ling statements.” Forwardoking statements concern our possible or assuuotack
results of operations, including descriptions of business strategies and customer relationshipssél statements often include words su
“believe,” “expect,” “anticipate,” “intend,” “plari,“estimate,” “seek,” “will,” “may” or similar expressions. These statements are ha
assumptions that we have made in light of our agpee in the industry, as well as our perceptiohkistorical trends, current conditio
expected future developments and other factorselieve are appropriate in these circumstances.

As you read and consider this discussion and aisalysu should not place undue reliance on any doddooking statements. You shol
understand that these statements involve subdtaisiieand uncertainty and are not guarantees wiréuperformance or results. They deg
on many factors that are discussed further in #atian entitled (Risk Factors) in our Annual Repont Form 10K for the year ende
December 31, 2010, as supplemented by any diselesaritem 1A of Part Il of our Quarterly Report the quarter ended March 31, 2(
and by any disclosures in Item 1A of Part Il bel@hanges or developments in any of these aread edfgict our financial results or resi
of operations, and could cause actual resultsfterdnaterially from those contemplated in the fardrlooking statements.

All forward-looking statements speak only as of the date efréport or the documents incorporated by refereame¢he case may be. We
not undertake any duty to update any of these fiahhaoking statements to reflect events or circumstarafter the date of this report o
reflect the occurrence of unanticipated events.

OVERVIEW

We are a leader in the research, development amineccialization of organic light emitting diode, GLED, technologies for use in f
panel display and soligtate lighting applications. Since 1994, we havenbexclusively engaged, and expect to continuestextlusivel
engaged, in funding and performing research andldpment activities relating to OLED
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technologies and materials, and in attempting taroercialize these technologies and materials. &ernues are generated through cor
research, sales of development and commercial clatsniechnology development and evaluatigreements and license fees and roys
Over time, we anticipate that revenues from licegsiur intellectual property will become a morengfigant part of our revenue stream.
While we have made significant progress over thst faw years developing and commercializing our PHD™ and other OLE!
technologies and materials, we have incurred saamif losses and will likely continue to do so uotir OLED technologies and mater|
become more widely adopted by product manufactues have incurred significant losses since oueption, resulting in an accumula
deficit of $225,594,271 as of June 30, 2011.
We anticipate fluctuations in our annual and qurtesults of operations due to uncertainty regaydamong other factors:

« the timing of our receipt of license fees and rbgal as well as fees for future technology develept and evaluation activities;

» the timing and volume of sales of our OLED materfal both commercial usage and evaluation purposes

« the timing and magnitude of expenditures we maurifie connection with our ongoing research and tigraent activities; and

« the timing and financial consequences of our foiomadf new business relationships and alliances.
RESULTS OF OPERATIONS
Three Months Ended June 30, 2011 Compared to Thrddonths Ended June 30, 2010

We had an operating loss of $1,070,753 for theetimenths ended June 30, 2011, compared to an mpelass of $1,909,144 for the th
months ended June 30, 2010. The decrease in thatiogeloss was due to the following:

. anincrease in revenue of $2,805,586; offset by
. anincrease in operating expenses of $1,967,195.

We had net income of $3,312,700 (or $0.07 earnpegsbasic share and $0.03 loss per diluted sharehé three months ended June
2011, compared to a net loss of $4,436,095 (or2p@ds per basic and diluted share) for the threeths ended June 30, 2010.

The increase in net income was due mainly to a gairstock warrant liability of $4,496,367 for tHerde months ended June 30, 2!
compared to loss on stock warrant liability of 82328 for the same period in 2010.

Our revenues were $11,252,415 for the three mamttled June 30, 2011, compared to $8,446,829 fahthe months ended June 30, 2010.

Commercial revenue increased to $5,278,704 fottee months ended June 30, 2011, compared to H8®5for the three months en
June 30, 2010. Commercial revenue relates tortberporation of our OLED technologies and materiate our customerstommercie
products, and includes commercial chemical reverayglty and license revenues, and commercialinadgsistance revenue. The increa
commercial revenue was primarily due to the follogvi

« anincrease of $1,560,960 in commercial chemicatmae;

« an increase of $1,162,162 in royalty revenue, wiictinly represented royalties received under otergdicense agreems
with Samsung Mobile Display Co., Ltd. (Samsung SMd&d

« anincrease of $583,986 in license fee revenue.

We cannot accurately predict how long our matesédés to particular customers will continue, as austomers frequently update and ¢
their product offerings in response to market detsarContinued sales of our OLED materials to thasstomers will depend on seve
factors, including pricing, availability, continu¢echnical improvement and competitive product rirfiigs.
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In July 2010, we entered into an amendment to ater license agreement with Samsung SMD. The dment extended the term of this
agreement for three months, and has subsequemrttyedeended at three month intervals through SdpeB0, 2011. As of the date of this
filing, we are continuing to negotiate with SamsBigD on the terms of a new business arrangement.

Developmental revenue decreased to $5,973,71héahtee months ended June 30, 2011, compared464837 for the three months en
June 30, 2010. Developmental revenue relates 80Diechnology and material development and evaloactivities for which we are pa
and includes contract research revenue, developamemical revenue and technology development rexeiibhe decrease in developme
revenue was due to:

« adecrease of $2,026,347 in technology developmesenue, due to the recognition of revenue dutiegthree months end
June 30, 2010 of norefundable payments of $2,100,000 that were redefk@m a customer through the fourth quarte
2006; offset by

« an increase of $1,380,337 in development chemeatnue, mainly due to increased purchases of dewelot chemicals t
customers that are preparing for commercial pradngand

« anincrease in contract revenue of $124,784.

The $2,100,000 received from a customer refereatede was for technical assistance previously gea/iunder an agreement to con
OLED development, evaluation and sampling actigiti#hese payments were made between the yearsa2@02006, and the agreerr
itself expired at the end of 2006. We had previpetassified these payments as deferred revenoause they were creditable againsi
license fee under a commercial license agreemetiieirevent we entered into one with the custorireMay 2010, based on informati
received from the customer regarding its future OLlans, we determined that the likelihood of usedng into a commercial licen
agreement was remote. As a result of this detextioin, we recorded the $2,100,000 payment as téotmalevelopment revenue in -
second quarter of 2010. No similar revenue wasgmized during the three months ended June 30, 2011.

Cost ofchemicals sold decreased to $142,540 for the tmeeths ended June 30, 2011, compared to $218,4lthdahree months enc
June 30, 2010. Cost of chemicals sold includestis¢ of producing materials that have been cliessds commercial and shipping costs
such materials, but excludes the cost of produciergain commercial materials which costs have dirdaeen included in research
development expense. Cost of chemicals sold doemdade costs associated with producing matetizds have not yet been classifiet
commercial, which costs are included in researchdevelopment expenses. Depending on the timingstagke of materials being classil
as commercial, we expect the cost of chemicalshfese materials to fluctuate from quarter to quiarfes a result of the aforementioned, 1
of chemicals sold decreased for the three monttiecedune 30, 2011 compared to the same period a@h6ugh quantities sold increased.

We incurred research and development expenses 55 $892 for the three months ended June 30, 2@hpared to $5,500,507 for the th
months ended June 30, 2010. Although total expereseained consistent over the corresponding perib@sfollowing significant chang
occurred:

« employee costs increased by $414,501, due primariew employees, increased salaries and stockeasation for certain
executive officers; an

« amortization costs decreased by $409,501, duertaic@cquired technology being fully amoritzecbd®ecember 31, 2010
Selling, general and administrative expenses wér49%,821 for the three months ended June 30, 2@pared to $3,624,582 for the tt
months ended June 30, 2010. The overall increatiese costs was driven in part to increased cowgiateictivities and nowash expens
related to stock compensation and in part by ciostsrred to establish new subsidiaries in Hong Kdkgrea and Japan. Specifically,
incurred increased costs in the following areas:

« increased costs of $270,464 related to stock cosgtiem for members of our Board of Directors; and

« increased employee costs of $188,605, due primaoilyncreased salaries and stock compensation ddmin executiv
officers;

« costs of $127,133 resulting from the incorporatiod commencement of operations of certain of owido subsidiaries.
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Patent costs increased to $1,915,060 for the tm@eths ended June 30, 2011, compared to $843,90hdathree months ended June
2010. The increase was mainly due to increased essociated with our aggressive defense of cestagoing and new patent challenge
our issued patents, as well as the timing of pnas®e and maintenance costs associated with a nuafilpatents and patent applications.

Interest income increased to $184,877 for the threeths ended June 30, 2011, compared to $61,12befdhree months ended June 30,
2010. The increase was mainly attributable tor@steearned on higher average cash and investrakamdes as a result of proceeds received
from the completion of our public offering in Mar2011.

At June 30, 2011, we had outstanding warrants tehase 214,746 shares of common stock, which wiarreontain a “down-round”
provision requiring liability classification. Thehange in fair value of these warrants during theogl resulted in a $4,496,367 noash gai
on our statement of operations for the three moattted June 30, 2011, compared to a $2,582,42&8amintoss for the three months er
June 30, 2010. We will continue to report the aars as a liability, with changes in fair valueaeted in the statement of operations, |
such time as these warrants are either exercisexpire in August 2011.

For the three months ended June 30, 2011, we edwn income tax expense of $289,361. No correspgrekpense was incurred for
three months ended June 30, 2010. We filed forveere granted a five-year exemption from withholdiag on royalty payments recei\
from Samsung SMD under our patent license agreeasepért of a tax incentive program in Korea. Thengption was granted in May 2(
and remained in effect until May 2010. Since ti&amsung SMD has been required to withhold tax ygagmment of royalties to us. In 2(
and 2010, the withholding tax rate for royalty pants made by Samsung SMD was 16.5%. For the thorghs ended June 30, 20
foreign income taxes of $289,361 were withheld @mreection with royalty payments. We anticipate #meount of withholding taxes
increase as associated payments received from &gnsiD increase in the future.

Six Months Ended June 30, 2011 Compared to Six Mom$é Ended June 30, 2010

We had an operating loss of $3,814,776 for thensixths ended June 30, 2011, compared to an opgdass of $6,133,476 for the :
months ended June 30, 2010. The decrease in thatiogeloss was due to the following:

« anincrease in revenue of $8,159,476; offset by
. anincrease in operating expenses of $5,840,776.

We had a net loss of $8,568,156 (or $0.20 per basitdiluted share) for the six months ended Juhe2811, compared to a net los:
$7,414,426 (or $0.20 per basic and diluted share}He six months ended June 30, 2010. The increaset loss was mainly due to
increase in loss on stock warrant liability of 0360, and an increase in income tax expense,088079, offset by a decrease in oper:
loss.

Our revenues were $20,852,955 for the six montde@dune 30, 2011, compared to $12,693,479 faixhmonths ended June 30, 2010.

Commercial revenue increased to $10,022,779 fosithenonths ended June 30, 2011, compared to $8382or the six months ended J
30, 2010. Commercial revenue relates to the iraratjpn of our OLED technologies and materials iotm customerstcommercial product
and includes commercial chemical revenue, royatlg d#icense revenues, and commercialization assstamvenue. The increase
commercial revenue was primarily due to the follogyi

« anincrease of $2,697,045 in commercial chemicainmae;

. an increase of $2,392,990 in royalty revenue, whigtinly represented royalties received under otergdicense agreeme
with Samsung SMD; an

« anincrease of $1,111,296 in license fee revenue.

We cannot accurately predict how long our matesédés to particular customers will continue, as austomers frequently update and ¢
their product offerings in response to market dessarContinued sales of our OLED materials to thasstomers will depend on seve
factors, including pricing, availability, continuéelchnical improvement and competitive product rirfiigs.
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In July 2010, we entered into an amendment to ater license agreement with Samsung SMD. The dment extended the term of this
agreement for three months, and has subsequemrttyedeended at three month intervals through SdpeB0, 2011. As of the date of this
filing, we are continuing to negotiate with SamsBigD on the terms of a new business arrangement.

Developmental revenue increased to $10,830,17théosix months ended June 30, 2011, compared 84 $840 for the six months ended
June 30, 2010. Developmental revenue relates ®0Dkechnology and material development and evaloaittivities for which we are paid,
and includes contract research revenue, developchentical revenue and technology development rexefitie increase in developmental
revenue was due to:

« an increase of $3,026,887 in development chem@adnue, mainly due to increased purchases of dewelot chemicals t
customers that are preparing for commercial pradacand

« anincrease in contract revenue of $917,505; offget

« adecrease of $2,025,656 in technology developmeseinue, due to recognition of revenue during themonths ended Jul
30, 2010 of nomefundable payments totaling $2,100,000 that weoeived from a customer through the fourth quaot
2006.

The $2,100,000 received from a customer refereabede was for technical assistance previously gexvunder an agreement to conduct
OLED development, evaluation and sampling actisiti#hese payments were made between the yearsapd®006, and the agreement
itself expired at the end of 2006. We had previpakssified these payments as deferred revenceuse they were creditable against the
license fee under a commercial license agreemeheirvent we entered into one with the custorireMay 2010, based on information
received from the customer regarding its future Oljtans, we determined that the likelihood of ugegng into a commercial license
agreement was remote. As a result of this detextioin, we recorded the $2,100,000 payment as téogydevelopment revenue in the
second quarter of 2010. No similar revenue wasgmized during the six months ended June 30, 2011.

Cost of chemicals sold decreased to $245,202 #sithmonths ended June 30, 2011, compared to @31 7or the six months ended June
2010. Cost of chemicals sold includes the cogtrofiucing materials that have been classified asnoercial and shipping costs for si
materials, but excludes the cost of producing gedammercial materials which costs have alreadgnbecluded in research and developr
expense. Cost of chemicals sold does not includés associated with producing materials that hateyat been classified as commert
which costs are included in research and developragpenses. Depending on the timing and stage dérmabs being classified
commercial, we expect the costs of chemicals fesé¢tmaterials to fluctuate from quarter to quarfes.a result of the aforementioned, co:
chemicals sold decreased for the six months enagieel 30, 2011 compared to the same period 201@uejthquantities sold increased.

We incurred research and development expenses20f@3,610 for the six months ended June 30, 20drhpared to $10,329,304 for the
months ended June 30, 2010. The increase was ntaialyo:

 increased costs of $1,008,923 incurred under aweagent with PPG Industries;

« increased employee costs of $890,801, due primarilgew employees, increased salaries, costs assdavith retireme
benefits and stock compensation for certain exeewtfficers; anc

« increased costs of $435,724, due to overall exghneleearch and development efforts to support therty of our busines
offset by

« decreased amortization costs of $827,996 due tbgbasur acquired technology being fully amortizasl of December 3
2010.

Selling, general and administrative expenses w8r86%,778 for the six months ended June 30, 20dhpared to $6,266,828 for the
months ended June 30, 2010. The overall incread®ese costs was driven in part to increased cogiatexctivities and nowash expens:
related to stock compensation and in part by ciostgrred to establish new subsidiaries in Hong Kadfgrea and Japan. Specifically,
incurred increased costs in the following areas:

« increased employee costs of $790,401, due primaoilyncreased salaries and stock compensation ddain executiv
officers;

« increased costs of $272,593 related to net periogiiefit costs of the Universal Display Corporatupplemental Executi
Retirement Plan (SERP) for certain executive officavhich was implemented in 2010 (see Note 10him Notes t
Consolidated Financial Statemen
» costs of $261,835 resulting from the incorporatiod commencement of operations of certain of owwido subsidiaries; and
« increased costs of $258,739 related to stock cosgtiem for members of our Board of Directors.
Patent costs increased to $3,528,102 for the sirtimscended June 30, 2011, compared to $1,625,186€®ix months ended June 30, 2!

The increase was mainly due to increased costsiasso with our aggressive defense of certaigoing and new patent challenges to
issued patents, as well as the timing of proseowdial maintenance costs associated with a numigertefts and patent applicatio



Interest income increased to $280,350 for the sirtims ended June 30, 2011, compared to $136,780d@ix months ended June 30, 2!
The increase was mainly attributable to interest@s on higher average cash and investment balascasesult of proceeds received f
the completion of our public offering in March 2011
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At June 30, 2011, we had outstanding warrants tehase 214,746 shares of common stock, which warreontain a “down-round”
provision requiring liability classification. Thehange in fair value of these warrants during theogl resulted in a $4,429,845 noash los
on our statement of operations for the six montided June 30, 2011, compared to a $1,869,18xask-oss for the six months ended .
30, 2010. We will continue to report the warraassa liability, with changes in fair value recordedhe statement of operations, until s
time as these warrants are either exercised oreekxpAugust 2011.

For the six months ended June 30, 2011, we inclameihicome tax expense of $585,817, compared tocame tax benefit of $464,162
the six months ended June 30, 2010. We had prdyidilesd for and were granted a fiwgear exemption from withholding tax on roy:
payments received from Samsung SMD under our péitamse agreement as part of a tax incentive pragn Korea. The exemption w
granted in May 2005 and remained in effect untilyN2®10. Since then, Samsung SMD has been requiradtthold tax upon payment
royalties to us. In 2011 and 2010, the withholdimg rate for royalty payments made by Samsung S¥#B 16.5%. For the six months en
June 30, 2011, foreign income taxes of $585,812wathheld in connection with royalty payments. Wfgicipate the amount of withholdi
taxes to increase as associated payments recedradSamsung SMD increase in the future.

During the three months ended March 31, 2010, we approximately $3.8 million of our statelated income tax net operating los
(NOLs) and $194,088 of our research and developrzentredits under the New Jersey Technology Tatifieate Transfer Program. V
received proceeds of $464,162 from our sale ofetitdSLs and research and development tax creditsywenrecorded these proceeds &
income tax benefit. No corresponding sales haegered during the six months ended June 30, 2011.

Liquidity and Capital Resources

As of June 30, 2011, we had cash and cash equisatEfn$65,240,065 and shddrm investments of $261,158,726, for a tote
$326,398,791. This compares to cash and cash éguisaof $20,368,852 and sheetrm investments of $52,794,545, for a tota
$73,163,397, as of December 31, 2010. The incrigasash and cash equivalents and skenrz investments of $253,235,394 was prim
due to the completion in March 2011 of our publftenng of 5,750,000 shares of our common stocla g@irice of $46.00 per share. ~
offering resulted in net proceeds to us of $249,866.

Cash provided from operating activities was $1,848,for the six months ended June 30, 2011, cordpareash used of $2,757,981 for
same period in 2010. The increase in cash providegerating activities was primarily due to thédwing:

« adecrease in net loss of $3,579,874, which amexoiudes the impact of non-cash items; and
« the impact of the timing of receipt of accountseieable of $1,247,766; offset partially by

« the impact of the timing of other asset purchasetuding inventory, of $808,867
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Cash used in investing activities was $210,354f02@he six months ended June 30, 2011, compar&d 3270,033 for the same periot
2010. The increase in cash used in investing dieivivas mainly due to increased purchases of -$&iort investments as a result of
completion of our public offering described below.

Cash provided by financing activities was $253,886,for the six months ended June 30, 2011, cordpar&5,081,173 for the same pe!
in 2010. The increase in cash provided by finanangvities was due primarily to the completionNfarch 2011 of a public offering
5,750,000 shares of our common stock at a prid6f00 per share. The offering resulted in procéeds of $249,667,306, which was ne
$14,832,694 in underwriting discounts and commiss@nd other costs associated with completionebffering.

Working capital was $317,547,099 as of June 3012@Kich included a stock warrant liability of $4&878, compared to $57,354,822 a
December 31, 2010, which included a stock warrabflity of $10,659,755. The stock warramissociated with this liability will either exp
or be exercised by August 2011, resulting in ndvaasglay by us. Working capital, excluding the s&tegarrant liability, was $322,135,277
of June 30, 2011 and $68,014,577 at December 3M10.28gain, the increase in working capital wasrauily due to proceeds from f
common stock offering we completed in March 2011.

We anticipate, based on our internal forecastsaamsdmptions relating to our operations (includamgpng others, assumptions regarding
working capital requirements, the progress of @search and development efforts, élvailability of sources of funding for our reseamtt
development work, and the timing and costs asstiaith the preparation, filing, prosecution, mairance, defense and enforcement o
patents and patent applications), that we havecgrit cash, cash equivalents and shema investments to meet our obligations for ast
the next 12 months.

We believe that potential additional financing smas for us include long-term and shtatm borrowings, public and private sales of
equity and debt securities and the receipt of agsin the exercise of outstanding warrants and ogtitt should be noted, however,
additional funding may be required in the futurefesearch, development and commercialization ofGLED technologies and materials
obtain, maintain and enforce patents respectingetihechnologies and materials, and for workingtahpind other purposes, the timing
amount of which are difficult to ascertain. Ther@ncbe no assurance that additional funds will beilable to us when needed,
commercially reasonable terms or at all , partidylia the current economic environment.

Critical Accounting Policies
Revenue Recognition and Deferred Revenue

We receive nomefundable cash payments under certain developmeattechnology evaluation agreements with our costs. Thes
payments are generally recognized as revenue beetetm of the agreement. On occasion, howevesgetipayments are creditable ag:
license fees and/or royalties payable by the custdfra license agreement is subsequently exeautddthe customer. These payments
classified as deferred revenues, and are recordetiahilities in the consolidated balance sheetil usiich time as revenue can
recognized. Revenue is deferred until a licenseagent is executed or negotiations have ceasedhanel is no appreciable likelihood
executing a license agreement with the customerlitfense agreement is executed, these paymente@rded as revenue over the estin
useful life of the licensed technology and the nexeis classified based on the terms of the lice@berwise, these payments are record
revenue at the time negotiations with the custoshem that there is no appreciable likelihood ofceximg a license agreement. If we L
different estimates for the useful life of the hised technology, reported revenue during the ratgwariod would differ. As of June 30, 20
$8,263,725 was recorded as deferred revenue, afhw$B8,366,667 may be recognized under license agms that have not yet b
executed or deemed effective. For the three andnsimths ended June 30, 2010, $2,100,000 of revemserecognized relating to c:
payments received that were creditable againstdiedees and/or royalties for which we determirestd was no appreciable likelihooc
executing a license agreement with the customertheosix months ended June 30, 2011, there wasiclorevenue recognized.

Contract research revenue represents reimburseimgthe U.S. government for all or a portion of teeearch and development expense
incur related to our government contracts. Revesugcognized proportionally as research and deveémt expenses are incurred o
defined milestones are achieved. In order to aaicethe revenue associated with these contracta fmeriod, we estimate the proportior
related research and development expenses incancdvhether defined milestones have been achi®iffidrent estimates would result
different revenues for the period.
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Valuation of Stock-Based Compensation

We recognize in the statement of operations thetgtate fair value of equithased compensation issued to employees and dsdsts Not
9 of the Notes to Consolidated Financial Statemekit® also record an expense for equity-based cosgten grants to noemployees, i
exchange for goods or services, based on thedhieywhich is remeasured over the vesting pericaioh awards.

We use the Black-Scholes optipricing model to estimate the fair value of opti@msl warrants we have granted for purposes of dewy
charges to the statement of operations. In orderatoulate the fair value of the options and walaassumptions are made for cel
components of the model, including expected vatatiexpected dividend yield rate and expectedasptife. Expected volatilities utilized

the model are based mainly on the historical vidhatf our stock price over a period commensuralih the expected life of the share opt
The riskfree interest rate is derived from the U.S. Treasueld curve in effect at the time of grant. Irethase of stock options grante:
employees, we estimate the expected term of optjcasted based on our historical experience witheouployeesexercise of stock optior

In the case of stock options granted to non-emp@syéhe contractual life is used. Although we use lzest estimates when settitigest
assumptions, changes to the assumptions could s@grséicant adjustments to the valuation of futgrants or the remeasurement of non-
employee awards.

Accounting for Warrants

On January 1, 2009, we adopted certain revisedgioms of Accounting Standards Codification (AS@p8Derivatives and Hedging. Thest
provisions apply to freestanding financial instruniseor embedded features that have the charauteridt aderivative and to freestandi
financial instruments that are potentially settledan entitys own common stock. As a result, certain of ourrargs are considered to
derivatives since they contain “down-rourtovisions and must be remeasured at fair valdlkeaénd of each period as they are record
liabilities. The stock warrant liability was $4,5888 at June 30, 2011.

The fair value of the stock warrant liability istdemined by the Blackscholes option pricing model using assumptionséstain componen
of the model, including expected volatility and egfed annual dividend yield. Expected volatilitigdized in the model are based mainly
the historical volatility of our stock price ovempariod commensurate with the remaining contradifeabf the warrant. The riskee interes
rate is derived from the U.S. Treasury yield cuiliee expected term of the warrants is based ometfm@ining contractual life. Although 1
use our best estimates when setting these assumgptibanges in assumptions could cause signifedjomstments to the future valuatior
the stock warrant liability. The change in fairwalof the stock warrant liability is recorded aga#n or loss on the statement of operations.

Retirement Plan

We have recorded a significant retirement plan fielibility that is developed from actuarial valiions. The determination of our retirerr
plan benefit liability requires key assumptionsameting discount rates, as well as rates of compi@msacreases, retirement dates and
expectancies used to determine the present valbgwt benefit payments. We determine these asonspin consultation with, and af
input from, our actuaries and considering our eigmere and expectations for the future. Actualltedor a given period will often differ fro
assumed amounts because of economic and othersfacto

The discount rate reflects the estimated rate attwthe benefit liabilities could be settled at thied of the year. The discount rat
determined by selecting a single rate that prodacessult equivalent to discounting expected bérefyments from the plan using
Citigroup AboveMedian Pension Discount Curve (Curve). Based up@nanalysis using the Curve, we used a discodattcameasure o

retirement plan benefit liability of 5.44% at Jud@, 2011. A change of 25 basis points in the distoate would increase or decrease
expense on an annual basis by approximately $21,000

Contractual Obligations
Refer to our Annual Report on Form 10-K for theryeladed December 31, 2010 for a discussion of ontractual obligations.
Off-Balance Sheet Arrangements

Refer to our Annual Report on Form 10-K for theryeaded December 31, 2010 for a discussion obaf&nce sheet arrangements. A
June 30, 2011, we had no off-balance sheet arragmgsm
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

We do not utilize financial instruments for tradipgirposes and hold no derivative financial instrategother financial instruments
derivative commodity instruments that could exposédo significant market risk other than our shertn investments and our stock war
liability disclosed in Note 4 to the consolidatedahcial statements included herein. We inveshirestment grade financial instrument
reduce our exposure. Our primary market risk expowith regard to financial instruments is to asin interest rates, which would img
interest income earned on investments.

We record as a liability the fair value of warratagpurchase 214,746 shares of our common stoekfdihvalue of the stock warrant liabil
is determined using the Bla&eholes option valuation model, and is thereforgsisi@e to changes in our stock price and volgtibf out
common stock. Our primary market risk exposurdéhi stock warrant liability is to changes in ounct price, which would impact t
valuation of the stock warrant liability. Increasesur stock price or the expected volatility airaommon stock would increase the fair v.
of the stock warrant liability and, therefore, ré$o an additional loss on the statement of openat Decreases in these items would dec
the fair value of the stock warrant liability anderefore, result in an additional gain on theestegnt of operations.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our CHiefecutive Officer and Chief Financial Officer, &vated the effectiveness of «
disclosure controls and procedures as of June @Dl.2Based on that evaluation, the Chief Execuiiicer and Chief Financial Offic
concluded that our disclosure controls and procesjuas of the end of the period covered by thisrtepre effective to provide reasone
assurance that the information required to be diszl by us in reports filed or submitted under Sleeurities Exchange Act of 1934,
amended, is (i) recorded, processed, summarized repdrted within the time periods specified in tB&C’s rules and forms, a
(i) accumulated and communicated to our managenmecitiding the Chief Executive Officer and Chigh&ncial Officer, as appropriate
allow timely decisions regarding disclosure. Howewecontrols system, no matter how well designaedl @oerated, cannot provide absc
assurance that the objectives of the controls sysi® met, and no evaluation of controls can pewdildsolute assurance that all control is
and instances of fraud, if any, within a companyehbeen detected.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control direancial reporting during the three months endedeJ30, 2011 that have materi
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting

PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
Opposition to European Patent No. 0946958

On December 8, 2006, Cambridge Display Technol@®T), which was acquired in 2007 by Sumitomo Cheaini€ompany (Sumitomc
filed a Notice of Opposition to European Patent B®46958 (EP ‘958 patent). The E¥58 patent, which was issued on March 8, 2006
European counterpart patent to U.S. patents 5,8843602,540, 6,888,306 and 7,247,073. Thesenfsatelate to our FOLED™ flexik
OLED technology. They are exclusively licensedisdoy Princeton, and under the license agreemeatraveequired to pay all legal costs
fees associated with this proceeding.

The European Patent Office (the EPO) conductedrahk®aring in this matter on October 6, 2009. risjoresentative from CDT attended
Oral Hearing. At the conclusion of the Oral Hegrithe EPO panel announced its decision to refjgcbpposition and to maintain the pa
as granted. The minutes of the Oral Hearing wespatched on October 27, 2009, and the EPO isdsafficial decision on November :
20009.

CDT filed an appeal to the EPO decision on Jan@&ry2010. CDT timely filed its grounds for the appwith the EPO on or about April
2010. The EPO set August 12, 2010 as the duefalatiéing our reply to this appeal. Our reply wtmely filed.
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At this time, based on our current knowledge, wkebe that the EPO decision will be upheld on appéwever, we cannot make ¢
assurances of this result.

Opposition to European Patent No. 1449238

On March 8, 2007, Sumation Company Limited (Sunmtia joint venture between Sumitomo and CDT, féefirst Notice of Opposition
European Patent No. 1449238 (EP ‘238 patent). EFh&38 patent, which was issued on November 2, 2@06 Huropean counterpart pat
in part, to U.S. patents 6,830,828; 6,902,830; I,B®6; 7,291,406; 7,537,844; and 7,883,787; angetoding U.S. patent applicati
13/009001, filed on January 19, 2011. These patent this patent application relate to our UniatBlOLED phosphorescent OLI
technology. They are exclusively licensed to usPbiyceton, and under the license agreement weegrered to pay all legal costs and 1
associated with this proceeding.

Two other parties filed additional oppositions e tEP 238 patent just prior to the August 2, 2007 exmratate for such filings. On Jt
24, 2007, Merck Patent GmbH, of Darmstadt, Germéitgd a second Notice of Opposition to the EX38 patent, and on July 27, 2C
BASF Aktiengesellschaft, of Mannheim, Germany,dile third Notice of Opposition to the ER38 patent. The EPO combined all tt
oppositions into a single opposition proceeding.

The EPO set a January 6, 2008 due date for uketoui response to the opposition. We requestashanonth extension to file this respon
which we subsequently filed in a timely manner.e Tther parties in the opposition have not fileg additional documents to which we
might respond.

The EPO issued a Summons on July 8, 2011 settangldte of the Oral Hearing for November 3, 2011.thds time, we cannot make ¢
prediction as to the probable outcome of the opjoosi However, based on our current knowledge, thedissues raised by the EPO ir
non-binding preliminary opinion that accompanied thengwons for the Oral Hearing, we believe there isllastantial likelihood that ti
patent being challenged will be declared valid, #rad all or a significant portion of our claimslMde upheld.

Invalidation Trial in Japan for Japan Patent No. 3992929

On April 19, 2010, we received a copy of a Noti¢dnvalidation Trial from the Japanese Patent @ff{the JPO) for our Japan Patent
3992929 (the JP29 patent), which was issued on August 3, 2007e request for the Invalidation Trial was filed Bgmiconductor Enert
Laboratory Co., Ltd. (SEL), of Kanagawa, Japane TR ‘929 patent is a Japanese counterpart patepart, to the above-noted ER3¢
patent and to the abovmted family of U.S. patents 6,830,828; 6,902,88001,536; 7,291,406; 7,537,844; and 7,883,787;tarqkndini
U.S. patent application 13/009001, filed on Janu8y2011. Under our license agreement with Ptmmgewe are required to pay all le
costs and fees associated with this proceeding.

On August 24, 2010, the JPO issued a Notice foDeal Hearing in this matter, which was held on Naber 16, 2010. On February
2011, we learned that the JPO had issued a dec&dagnizing our invention and upholding the vajidif most of the claims, but finding t
broadest claims in the patent invalid. We belithat the JPG decision invalidating these claims was erroneand,we filed an appeal to
Japanese IP High Court on June 22, 2011. We tifiletyour appeal brief that was due August 5, 2011

At this time, based on our current knowledge, wkele that the JPO decision invalidating certaiairals in our JP929 patent should |
overturned on appeal as to all or a significantiporof the claims. However, we cannot make arspemces of this result.

Opposition to European Patent No. 1394870

On about April 20, 2010, five European companitifNotices of Opposition to European Patent N®@4B30 (the EP870 patent). The E
‘870 patent, which was issued on July 22, 2009, Esii@pean counterpart patent, in part, to U.S.mat6,303,238; 6,579,632; 6,872,4
7,279,235; 7,279,237; 7,488,542; 7,563,519; and1//®5; and to pending U.S. patent application 33081, filed on February Z
2011. These patents and this patent applicatitaieréo our UniversalPHOLED phosphorescent OLEDhnetogy. They are exclusive
licensed to us by Princeton, and under the licemgeeement we are required to pay all legal costd fees associated with t
proceeding. The five companies are Merck Patenbi&nBASF Schweitz AG of Basel, Switzerland; OsramnléH of Munich, German
Siemens Aktiengesellschaft of Munich, Germany; Endinklijke Philips Electronics N.V., of Eindhoveiihe Netherlands.

The EPO combined the oppositions into a single spjpo proceeding and set October 4, 2010 as tleeddte for us to file our respor
subject to extension. We requested a two-montnsian to file this response, and we subsequeitely dur
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response in a timely manner. We are still waifiogthe EPO to provide notice of the date of thal@®tearing. We are also waiting to
whether any of the other parties in the oppositienadditional documents, to which we might resgpon

At this time, we cannot make any prediction ash® probable outcome of the oppositions. Howevaset on our current knowledge,
believe there is a substantial likelihood that pagent being challenged will be declared valid, trad all or a significant portion of its clail
will be upheld.

Invalidation Trials in Japan for Japan Patent N0s.4357781 and 4358168

On May 24, 2010, we received copies of two addiidwotices of Invalidation Trials against JapaneRaiNos. 4357781 (the JP81 paten
and 4358168 (the JR68 patent), which were both issued on August 0092 The requests for these two additional Inadiah Trials wer
also filed by SEL. The JP ‘781 and ‘168 patents also Japanese counterpart patents, in partetatbbvenoted family of U.S. pater
6,830,828; 6,902,830; 7,001,536, 7,291,406; 7,58%,8nd 7,883,787; and to pending U.S. patent egidin 13/009001, filed on January
2011. Under our license agreement with Princet@nare also required to pay all legal costs ans éssociated with these two proceedings.

The JPO set a due date of August 18, 2010 for fietour response to the evidence and argumemhisigted with the requests for the
Invalidation Trials. We requested and the JPOtgrha 30-day extension for us to file our respongich was timely filed.

Additional written statements were filed in Janua@l 1 in response to a request by the JPO, addgessints that were expected to be ra
by the JPO at the Oral Hearing that was held orrugeb 1, 2011. Another written statement was sttiechiin February 2011 to addr
additional points raised at the Oral Hearing.

On March 31, 2011, we learned that the JPO haedsdacisions finding all claims in the JP 781 dRd168 patents invalid. We believe t
the JPO’s decisions invalidating these claims veereneous. We timely filed appeals for each casduby 26, 2011.

At this time, based on our current knowledge, wielke that the JPO decisions invalidating all tkenas in our JP ‘781 and JR68 patent
should be overturned on appeal as to all or afségmit portion of the claims. However, we cannatke any assurances of this result.

Interference No. 105,771 involving Claims 48-52 &JS Patent No. 6,902,830

Patent Interference No. 105,771 was declared bytiieed States Patent and Trademark Office (theTCHRN November 17, 2010 betw
The University of Southern California and The Teest of Princeton University (the Universities), idurParty, and Fuijifilm Holdin
Corporation (Fuji), Senior Party. The disputeésween the Universities’ U.S. Patent No 6,902,886 {830 patent), claims 48-52, and Fgjji’
Patent Application No. 11/802,492, claims 1-5. TB80 patent relates to our UniversalPHOLED phospitmet OLED technology. It
exclusively licensed to us by Princeton, and uriterlicense agreement we are required to pay @dll leosts and fees associated with
proceeding.

The USPTO declares an interference when two or martes claim the same patentable invention. dthjective of an interference is
contest which party, if any, has both a right tetipgate in the proceeding and a right to themkd invention and, if more than one p
does, then to contest which party has the eagigstity date for the claimed invention.

At a telephone hearing on January 28, 2011, theddsities were authorized to file seven motions.aAelephone conference on March
2011, the USPTO granted Fugjitequest for an extension of the date for filihgse motions due to the recent difficulties in dapghe
USPTO established an extended filing date of Jur#®B1. The USPTO further extended the filing dat#él July 1, 2011, on which date
motions were filed. The USPTO has now set Aug@s2011 as the due date for filing responsive nmstio

At this time, based on our current knowledge, wbekie there is a substantial likelihood that owirtls 48-52 of the830 patent, or
significant portion thereof, will prevail. Howevyewe cannot make any assurances of this result.

Invalidation Trial in Korea for Patent No. KR-0998059

On March 10, 2011, we received informal notice froor Korean patent counsel of a Request for anlitteton Trial from the Koree
Intellectual Property Office (KIPO) for our KoredPatent No. 10-0998059 (the KR59 patent), which was issued on Novembel
2010. The Request was filed by a certain individoat we still do not know which company, if anwas ultimately responsible for filing tt
Request. Our Korean patent counsel received tipe&Brief from KIPO on
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April 21, 2011, at which time KIPO set a date ofy\MEB, 2011 (extendable to June 20, 2011) for ulémur response. A response to
Request was filed on June 20, 2011. The BB9‘patent is a Korean counterpart patent to thdR)\Drganic Vapor Jet Printing, family
U.S. patents originating from US 7,431,968.

At this time, we cannot make any prediction asht® probable outcome of this Invalidation Trial. vikever, based on our current knowlec
we believe there is a substantial likelihood the patent being challenged will be declared valit that all or a significant portion of
claims will be upheld.

Invalidation Trials in Korea for Patent Nos. KR-558632 and KR-963857

On May 11 and May 31, 2011, respectively, we ledthat further Requests for Invalidation Trials e/éited in Korea, on May 3 and May
2011, respectively, for our Korean Patent Nos. KIBE32 (the KR ‘632 patent), which issued on Mar¢cl2@06, and KR363857 (the Ki
‘857 patent), which issued on June 8, 2010. ThguBsts were filed by Duk San Hi-metal, Ltd. (Duknpaf Korea. The KR6832 and KF
‘857 patents are both Korean counterpart patemgsait, to U.S. paten&303,238; 6,579,632; 6,872,477; 7,279,235, 7,270,2,488,542 ar
7,563,519; and to pending U.S. patent applicatidf89,045, filed on June 22, 2009; to the BPO' patent, which is subject to one of
above-noted European Oppositions; and to the J® p@2ent, which is subject to the belowted Japanese Invalidation Trial. These pa
and the pending U.S. patent application relateurolniversalPHOLED phosphorescent OLED technologlgey are exclusively licensed
us by Princeton, and under the license agreemeateveequired to pay all legal costs and fees @ssacwith this proceeding.

Formal, substantially nosubstantive responses were due in Korea on Jun2021, and July 8, 2011, respectively, but theseddies hav
been extended for two months, until August 27, 28id September 8, 2011, respectively.

At this time, we cannot make any prediction ashi probable outcome of these Korean Invalidatiaald.r However, based on our cur
knowledge, we believe there is a substantial lilad that the patents being challenged will beated valid, and that all or a signific
portion of their claims will be upheld.

Invalidation Trials in Korea for Patent Nos. KR-744199 and KR-913568

On May 10 and May 31, 2011, respectively, we lednhat further Requests for Invalidation Trials evéited in Korea, on May 3 and May .
2011, respectively, for our Korean Patent Nos. KRRIP9 (the KR ‘199 patent), which issued on JulyZ8D7, and KR-913568 (the KR6¢
patent), which issued on August 17, 2009. The Rsiguwere also filed by Duk San. The KR ‘199 arkl 868 patents are both Kore
counterpart patents, in part, to U.S. patents 68%) 6,902,830; 7,001,536; 7,291,406; 7,537,84d; 8883,787; and to pending U.S. pe
application 13/009001, filed on January 19, 20blthe EP ‘238 patent, which is subject to one efdhovenoted European Oppositions; i
to the JP ‘929 patent, which is subject to onéhefabovenoted Japanese Invalidation Trials. These paterdghis patent application relats
our UniversalPHOLED phosphorescent OLED technolo@lyey are exclusively licensed to us by Princetord under the license agreen
we are required to pay all legal costs and feescéted with this proceeding.

Formal, substantially nosubstantive responses were due in Korea on J@@11 and June 23, 2011, respectively, but theseddtes hav
been extended for two months, until September 1120hd August 23, 2011, respectively.

At this time, we cannot make any prediction ashi probable outcome of these Korean Invalidatiaald.r However, based on our cur
knowledge, we believe there is a substantial liiedd that the patents being challenged will be ated valid, and that all or a signific
portion of their claims will be upheld.

Invalidation Trials in Japan for Japan Patent No. 411024

On June 16, 2011, we learned that a further Redaean Invalidation Trial was filed in Japan farraJapanese Patent No. 4911024 (the J
‘024 patent), which issued on May 14, 2010. TheuRst was filed by SEL, the same opponent as irallowenoted Japanese Invalidat
Trial for the JP ‘929 patent. The JB24 patent is a counterpart patent, in part, to. [geents 6,303,238; 6,579,632; 6,872,477; 7,2
7,279,237; 7,488,542; 7,563,519; and 7,901,795tameénding U.S. patent application 13/035051dfib@ February 25, 2011; to the EB¥C
patent, which is subject to one of the above-n@&epean Oppositions; and to the KR ‘632 and RR7 patents, which are subject to on
the above noted Korean Invalidation Trials. Thesgents and the pending U.S. patent applicatioateeto our UniversalPHOLE
phosphorescent OLED technology. They are exclisiieensed to us by Princeton, and under the Beeagreement we are required to
all legal costs and fees associated with this proicg.
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At this time, we cannot make any prediction ash probable outcome of this Japanese Invalidatided. THowever, based on our curr
knowledge, we believe there is a substantial liiecdid that the patent being challenged will be dedavalid, and that all or a significi
portion of its claims will be upheld.

Opposition to European Patent No. 1252803

On July 12 and 13, 2011, Oppositions were filecEtwopean Patent No. 1252803 (the BB3 patent). These Oppositions were filec
Sumitomo, Merck Patent GmbH and BASF SE, of Ludhéy®n, Germany. The EBO3 patent, which was issued on October 13, 2@1£
European counterpart patent, in part, to U.S. pst€r830,828; 6,902,830; 7,001,536; 7,291,406; 7&MB1; and 7,883,787; and to penc
U.S. patent application 13/009001, filed on JanuB®y 2011. These patents and this patent apmicatlate to our UniversalPHOLE
phosphorescent OLED technology. They are exclisii@ensed to us by Princeton, and under the Beeagreement we are required to
all legal costs and fees associated with this proicg.

It is expected the EPO will combine all three Optoss into a single opposition proceeding. Thep@gition documents are currently under
review by us.

Invalidation Trials in Korea for Patent Nos. KR-840,637 and KR-937,470

On August 8, 2011, we received information indiegtthat further Requests for Invalidation Trialsrevéiled against Korean Patent Nos. KR-
840,637 (the KR '637 patent) and KR-937,470 (the 'KRRO patent), which issued on June 17, 2008 andadarid, 2010, respectively. T
Requests were also filed by Duk San. The KR ‘68d KR ‘470 patents are both Korean counterpart patentpait) to U.S. pater
6,830,828; 6,902,830; 7,001,536; 7,291,406; 7,58%,8nd 7,883,787; and to pending U.S. patent egidin 13/009001fjled on January 1
2011; to the EP ‘803 patent, which is subject te ohthe above-noted European Oppositions; andadP ‘781 and JA68 patents, whic
are subject to the abovmted Japanese Invalidation Trials. These patantb this patent application relate to our Univé?sHDLEL
phosphorescent OLED technology. They are exclisiieensed to us by Princeton, and under the Beeagreement we are required to

all legal costs and fees associated with this proicg.

The Requests have not yet been served to our Kareamsel. Accordingly, we cannot make any predicts to the probable outcome
these Korean Invalidation Trials at this time.

ITEM 1A. RISK FACTORS

There have been no material changes to the risriapreviously discussed in Part I, Iltem 1A “RIigkctors”in our Annual Report on For
10-K for the year ended December 31, 2010, as sopgited by our Quarterly Report on Form 10-Q fergbarter ended March 31, 2011.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuance of Unregistered Shares Upon the Exercisé@utstanding Warrants

During the quarter ended June 30, 2011, we issneaggregate of 102,550 unregistered shares of @ummn stock upon the exercise
outstanding warrants. The warrants had a weightedage exercise price of $13.73 per share. Alhefghares were issued in reliance o1
exemption from registration contained in Sectiod)4(f the Securities Act of 1933, as amended.

Withholding of Shares to Satisfy Tax Liabilities

During the quarter ended June 30, 2011, we acqbB8dshares of common stock through transactidaterkto the vesting of restricted sk
awards previously granted to certain employees.nUmsting, the employees turned in shares of comstamek in amounts sufficient to

their minimum statutory tax withholding at rategu@&ed by the relevant tax authorities.

The following table provides information relatingthe shares we received during the quarter endwsel 30, 2011.
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ISSUER PURCHASES OF EQUITY SECURITIES

Approximate
Total Number Dollar Value o
of Shares Shares that
Purchased as May Yet Be
Total Number Weighted Part of Publicly Purchased

of Shares Average Price  Announced Under the
Period Purchase! Paid per Shar Program Program
April 1 — April 30 — $ — n/e -
May 1- May 31 56¢ 52.9¢ n/e --
June 1 — June 30 — — n/e -
Total 56¢ ¢ 52.9¢ n/e --
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. REMOVED AND RESERVED
ITEM 5. OTHER INFORMATION

At the Company’s 2011 Annual Meeting of Sharehdddsgld on June 23, 2011, a majority of the Compmaputstanding shares of comn
stock that voted on the matter were voted in fasfoconducting future nobinding, advisory votes on executive compensatioran ever
year basis. The Company has considered this shiderhvote, and intends to conduct future -binding, advisory votes on execut
compensation on an every year basis until the webet by the Compang’shareholders on the frequency of such votes,hahilt be no late
than the Company’s 2017 Annual Meeting of Sharedrsld

ITEM 6. EXHIBITS
The following is a list of the exhibits included part of this report. Where so indicated by fosén@xhibits that were previously included
incorporated by reference. For exhibits incorpedaty reference, the location of the exhibit in pihevious filing is indicated parenthetica

together with a reference to the filing indicatgdf@otnote.

Exhibit
Number Description

10.1*  Amendment No. 5 to the OLED Patent License Agredrbetween the registrant and Samsung Mobile DisBlay Ltd., dated as
April 14, 2011

10.2*  Amendment No. 6 to the OLED Patent License Agredrhetween the registrant and Samsung Mobile Dis@lay Ltd., dated as
June 30, 201

10.3+  Universal Display Corporation Equity CompensatideinRas amended effective as of June 23, 2
31.1*  Certifications of Steven V. Abramson, Chief ExeeatOfficer, as required by Rule 1-14(a) or Rule 15-14(a)
31.2*  Certifications of Sidney D. Rosenblatt, Chief Fin@l Officer, as required by Rule 1-14(a) or Rule 15-14(a)

32.1**  Certifications of Steven V. Abramson, Chief ExeeatOfficer, as required by Rule 13a-14(b) or Ruld-14(b), and by 18 U.S.C.
Section 1350 (This exhibit shall not be deemedetfil for purposes of Section 18 of the Securitiegtlange Act of 1934, as
amended, or otherwise subject to the liability laditt section. Further, this exhibit shall not berded to be incorporated by
reference into any filing under the Securities 81933, as amended, or the Securities ExchangefAld34, as amendec

32.2**  Certifications of Sidney D. Rosenblatt, Chief Fioih Officer, as required by Rule 13a-14(b) or Rubel-14(b), and by 18 U.S.C.
Section 1350 (This exhibit shall not be deemedetfil for purposes of Section 18 of the SecuritiegHaxnge Act of 1934, as
amended, or otherwise subject to the liability laditt section. Further, this exhibit shall not berded to be incorporated by
reference into any filing under the Securities 81933, as amended, or the Securities ExchangefAld34, as amendec
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* Filed herewith

*x Furnished herewitt

+ Filed as an exhibit to the Definitive Proxyafément for the 2011 Annual Meeting of Shareholdéesl with the SEC on April 29,
2011.

Note: Any of the exhibits listed in the foregoimglex not included with this report may be obtaingiihout charge, by writing to M
Sidney D. Rosenblatt, Corporate Secretary, Univ&splay Corporation, 375 Phillips Boulevard, EgjriNew Jersey 0861
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SIGNATURES

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

UNIVERSAL DISPLAY
CORPORATION

Date: August 8, 2011 By: /s/ Sidney D. Rosenbl:
Sidney D. Rosenbla
Executive Vice President and Ct
Financial Officer




AMENDMENT #5
to the

OLED PATENT LICENSE AGREEMENT

(originally effective as of April 19, 2005)
by and between

Samsung Mobile Display Co., Ltd.as successor teamsung SDI Co., Ltd. (“SMD”")
and
Universal Display Corporation (“UDC")

This Amendment #5 shall amend and modify, to thergof any inconsistency, the provisions of thewereferenced OLED Patent License
Agreement, as previously amended (the “Agreemerniitje effective date of this Amendment #5 is AfriR011.

1. The Extension Period referred to in paragraph Aroendment #2 to the Agreement is hereby extendethfee (3) additional montt
through June 30, 201

2. Except as set forth herein, all other terms andlitimms of the Agreement, as previously amendeadll semain in full force and effec

IN WITNESS WHEREOF, the parties by their duly authed representatives have agreed to this Amend#tent

Samsung Mobile Display Co., Ltd Universal Display Corporation
By: /sl Ki Kim By: /sl Steven Abramsc
Name: Ki Kim Name: Steven V. Abramso
Title: Sr. Counsel — Director Title: President

Date: 4/14/11 Date April 14, 2011




AMENDMENT #6
to the
OLED PATENT LICENSE AGREEMENT
(originally effective as of April 19, 2005)
by and between
Samsung Mobile Display Co., Ltd.as successor teamsung SDI Co., Ltd. (“SMD”")
and

Universal Display Corporation (“UDC")

This Amendment #6 shall amend and modify, to thergof any inconsistency, the provisions of thewereferenced OLED Patent License
Agreement, as previously amended (the “Agreemeriitje effective date of this Amendment #6 is JuylgQ11.

1. The Extension Period referred to in paragraph Aroendment #2 to the Agreement is hereby extendethfee (3) additional montt
through September 30, 201

2. Except as set forth herein, all other terms andlitimms of the Agreement, as previously amendedll semain in full force and effec

IN WITNESS WHEREOF, the parties by their duly authed representatives have agreed to this Amend#tent

Samsung Mobile Display Co., Ltd Universal Display Corporation

By: /s/ Ki Kim By: /s/ Sidney D. Rosenblatt
Name Ki Kim Name Sidney D. Rosenblatt
Title: Sr. Counsel / Directc Title: CFO

Date: June 30, 201 Date: June 28, 201




Exhibit 31.1

CERTIFICATIONS REQUIRED BY
RULE 13a-14(a)/15d-14(a)

I, Steven V. Abramson, certify that:

1. I have reviewed this quarterly repmrtForm 10-Q of Universal Display Corporation (thegistrant”) for the quarter ended June
2011;
2. Based on my knowledge, this reportsdegt contain any untrue statement of a mater@ldaomit to state a material fact neces

to make the statements made, in light of the cistances under which such statements were madejisietading with respect to the per
covered by this report;

3. Based on my knowledge, the finandialesnents, and other financial information includedhis report, fairly present in all matel
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrast'other certifying officer(s) and | are responsifoieestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportiras ([defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

€)) Designed such disclosure controls prodedures, or caused such disclosure controlgpeswkdures to be designed ur
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries, is made known to u
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control ovieramcial reporting, or caused such internal contweér financial reporting to |
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the preparation of finan
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteant’s disclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtiis report based on such evalua
and

(d) Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theiveden!
functions):

@) All significant deficiencies and miadé¢ weaknesses in the design or operation of matecontrol over financial reportil
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaiad report financial information; and

(b) Any fraud, whether or not materidiat involves management or other employees who las@gnificant role in tr
registrant’s internal control over financial repogt

Date: August 8, 2011 By: /s/ Steven V. Abramsc
Steven V. Abramso
President and Chi
Executive Officel




Exhibit 31.2

CERTIFICATIONS REQUIRED BY
RULE 13a-14(a)/15d-14(a)

I, Sidney D. Rosenblatt, certify that:

1. I have reviewed this quarterly repmrtForm 10-Q of Universal Display Corporation (thegistrant”) for the quarter ended June
2011;
2. Based on my knowledge, this reportsdegt contain any untrue statement of a mater@ldaomit to state a material fact neces

to make the statements made, in light of the cistances under which such statements were madejisietading with respect to the per
covered by this report;

3. Based on my knowledge, the finandialesnents, and other financial information includedhis report, fairly present in all matel
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrast'other certifying officer(s) and | are responsifoieestablishing and maintaining disclosure cdstemd procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportiras ([defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

€)) Designed such disclosure controls prodedures, or caused such disclosure controlgpeswkdures to be designed ur
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries, is made known to u
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control ovieramcial reporting, or caused such internal contweér financial reporting to |
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the preparation of finan
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteant’s disclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtiis report based on such evalua
and

(d) Disclosed in this report any changethe registrang internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theiveden!
functions):

@) All significant deficiencies and miadé¢ weaknesses in the design or operation of matecontrol over financial reportil
which are reasonably likely to adversely affectbgistrant’s ability to record, process, summaaiad report financial information; and

(b) Any fraud, whether or not materidiat involves management or other employees who las@gnificant role in tr
registrant’s internal control over financial repogt

Date: August 8, 2011 By: /s/ Sidney D. Rosenblz
Sidney D. Rosenbla
Executive Vice Preside
and Chief Financial Office




Exhibit 32.1

CERTIFICATIONS REQUIRED BY
RULE 13a-14(b)/15d-14(b) AND 18 U.S.C. SECTION 1350

In connection with the quarterly report of UnivdrBasplay Corporation (the “Company”) on Form @Dfor the quarter ended Ju
30, 2011, as filed with the Securities and Exchabgmmission on the date hereof (the “Repoit"steven V. Abramson, President and C
Executive Officer of the Company, hereby certifgsbd on my knowledge, that:

(1)The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

(2)The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operatic
of the Company

Date: August 8, 2011 By: /s/ Steven V. Abramsc
Steven V. Abramso
President and Chi
Executive Officel




Exhibit 32.2

CERTIFICATIONS REQUIRED BY
RULE 13a-14(b)/15d-14(b) AND 18 U.S.C. SECTION 1350

In connection with the quarterly report of UnivdrBasplay Corporation (the “Company”) on Form @Dfor the quarter ended Ju
30, 2011, as filed with the Securities and Excha@genmission on the date hereof (the “Report”)Sidney D. Rosenblatt, Executive V
President and Chief Financial Officer of the Compdrereby certify, based on my knowledge, that:

(1)The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

(2)The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operatic
of the Company

Date: August 8, 2011 By: /s/ Sidney D. Rosenblz
Sidney D. Rosenbla
Executive Vice Preside
and Chief Financial Office




