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If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box.   o

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. þ

 If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering.   o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement
for the same offering.   o

If this Form is a registration statement pursuant to General Instruction I.D. or a post-effective amendment thereto that
shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check the
following box.   o

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check
the following box.   o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.  (Check one):

Large accelerated filer    o Accelerated filer    o
Non-accelerated filer    o Smaller reporting company   þ
(do not check if a smaller reporting company)

Note Regarding Registration Fees:  

All fees for the registration of the shares registered on this Post Effective Amendment No. 2 were paid upon the initial
filing of the previously filed registration statement covering such shares. No additional shares are registered and
accordingly, no additional fees are payable.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer
to sell these securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

PRELIMINARY PROSPECTUS SUBJECT TO COMPLETION, DATED September 8, 2010

EMAGIN CORPORATION
2,438,096 SHARES OF

COMMON STOCK

NYSE AMEX Trading Symbol: EMAN

This prospectus relates to the resale by the selling stockholder of up to 2,438,096 shares of common stock, consisting
of (i) 1,000,000 shares issuable upon the exercise of common stock purchase warrants, and (ii) 1,428,572 shares
issued upon conversion of the Stillwater Note (as described herein) representing $500,000 of the principal amount of
the Stillwater Note, and (iii) 9,524 shares issued for accrued and unpaid interest under the Stillwater Note. As
disclosed below, 50% of the outstanding principal and accrued and unpaid interest on the Stillwater Note was
converted into shares of common stock on July 23, 2007 and the remaining 50% of the outstanding principal and
accrued and unpaid interest on the Stillwater Note was converted into shares of common stock on December 22, 2008.
The selling stockholders may sell common stock from time to time in the principal market on which the stock is
traded at the prevailing market price or in negotiated transactions. We will pay the expenses of registering these
shares.

             Our common stock is listed on the NYSE American Stock Exchange (“NYSE AMEX”) under the symbol
“EMAN”. The last reported sales price per share of our common stock as reported by the NYSE AMEX on August 20,
2010 was $3.07 per share .

Investing in these securities involves significant risks. See “Risk Factors” beginning on page 6.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this Prospectus is truthful or complete. Any representation to the contrary is a
criminal offense. You should read this prospectus carefully before you invest.

The date of this prospectus is September 8, 2010

The information in this Prospectus is not complete and may be changed. This Prospectus is included in the
Registration Statement that was filed by eMagin Corporation with the Securities and Exchange Commission. The
selling stockholders may not sell these securities until the registration statement becomes effective. This Prospectus is
not an offer to sell these securities and is not soliciting an offer to buy these securities in any state where the sale is not
permitted.
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You should rely only on the information contained or incorporated by reference in this prospectus or any prospectus
supplement.  We have not authorized anyone to provide you with information different from that contained or
incorporated by reference into this prospectus.  If any person does provide you with information that differs from what
is contained or incorporated by reference in this prospectus, you should not rely on it. No dealer, salesperson or other
person is authorized to give any information or to represent anything not contained in this prospectus. You should
assume that the information contained in this prospectus or any prospectus supplement is accurate only as of the date
on the front of the document and that any information contained in any document we have incorporated by reference
is accurate only as of the date of the document incorporated by reference, regardless of the time of delivery of this
prospectus or any prospectus supplement or any sale of a security.  These documents are not an offer to sell or a
solicitation of an offer to buy these securities in any circumstances under which the offer or solicitation is unlawful.
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EXPLANATORY NOTE

This registration statement is filed by the registrant as a post-effective amendment on Form S-3 to update the
post-effective amendment previously filed by the registrant with the Securities and Exchange Commission on Form
S-1 on November 9, 2009. The selling stockholder described herein originally acquired the securities in connection
with this registration statement in July 2006, as further described in the “Issuance of Securities to the Selling
Stockholders” section on page 3 .

ABOUT THIS PROSPECTUS

The following summary highlights selected information contained in this prospectus. This summary does not contain
all the information you should consider before investing in the securities. Before making an investment decision, you
should read the entire prospectus carefully, including the “risk factors” section, the financial statements and the notes to
the financial statements.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

The information contained in this prospectus and the documents and information incorporated by reference in this
prospectus include some statements that are not purely historical and that are “forward-looking statements.” Such
forward-looking statements include, but are not limited to, statements regarding our expectations, hopes, beliefs,
intentions or strategies regarding the future, including our financial condition, and results of operations. In addition,
any statements that refer to projections, forecasts or other characterizations of future events or circumstances,
including any underlying assumptions, are forward-looking statements. The words “anticipates,” “believes,” “continue,”
“could,” “estimates,” “expects,” “intends,” “may,” “might,” “plans,” “possible,” “potential,” “predicts,” “projects,” “seeks,” “should,” “will,” “would”
and similar expressions, or the negatives of such terms, may identify forward-looking statements, but the absence of
these words does not mean that a statement is not forward-looking.

The forward-looking statements contained in this prospectus are based on current expectations and beliefs concerning
future developments and their potential effects on us. There can be no assurance that future developments actually
affecting us will be those anticipated. These forward-looking statements involve a number of risks, uncertainties
(some of which are beyond our control) or other assumptions that may cause actual results or performance to be
materially different from those expressed or implied by these forward-looking statements, including the following:

·Our ability to obtain and maintain all necessary government certifications and/or
licenses to conduct our business;

·The cost of complying with current and future governmental regulations and the
impact of any changes in the regulations on our operations;

·Adverse capital and credit market conditions, and our ability to meet liquidity
needs;

·Our ability to obtain additional funding for our continuing operations and to fund
our expansion;

·Our ability to meet our financial projections for any financial year;

·Our ability to retain our key executives and to hire additional senior management;
and

Edgar Filing: EMAGIN CORP - Form S-3/A

5



·Other factors, including those described in this prospectus under the heading “Risk
Factors,” as well as factors set forth in other filings we make with the Securities
and Exchange Commission, including those contained in “Risk Factors” and
“Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in our annual report on Form 10-K and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” in our 10-Q quarterly
reports.

1
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If one or more of these risks or uncertainties materializes, or if any of our assumptions prove incorrect, actual results
may vary in material respects from those projected in these forward-looking statements. We undertake no obligation
to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise,
except as may be required under applicable securities laws.

SUMMARY

The following is only a summary, and does not contain all of the information that you need to consider in making your
investment decision. We urge you to read this entire prospectus, including the more detailed consolidated financial
statements, notes to the consolidated financial statements and other information incorporated by reference into this
prospectus under “Where You Can Find More Information” and “Incorporation of Certain Information by Reference” from
our other filings with the SEC, as well as any prospectus supplement applicable to an offering of the securities
registered pursuant to the registration statement of which this prospectus forms a part. Investing in our securities
involves risks. Therefore, please carefully consider the information provided under the heading “Risk Factors”
beginning on page 6.

ABOUT EMAGIN CORPORATION

We design, develop, manufacture, and market OLED (organic light emitting diode) on silicon microdisplays, virtual
imaging products which utilize OLED microdisplays, and related products. We also perform research in the OLED
field. Our virtual imaging products integrate OLED technology with silicon chips to produce high-resolution
microdisplays smaller than one-inch diagonally which, when viewed through a magnifier, create virtual images that
appear comparable in size to that of a computer monitor or a large-screen television. Our products enable our original
equipment manufacturer (“OEM”) customers to develop and market improved or new electronic products. We believe
that virtual imaging will become an important way for increasingly mobile people to have quick access to high
resolution data, work, and experience new more immersive forms of communications and entertainment.

Our first commercial product, the SVGA+ (Super Video Graphics Array of 800x600 picture elements plus 52 added
columns of data) OLED microdisplay was initially offered for sampling in 2001, and our first SVGA-3D (Super
Video Graphics Array plus built-in stereovision capability) OLED microdisplay was shipped in early 2002. These
products are being applied or considered for near-eye and headset applications in products such as entertainment and
gaming headsets, handheld Internet and telecommunication appliances, viewfinders, and wearable computers to be
manufactured by OEM customers for military, medical, industrial, and consumer applications. We market our
products globally.

In 2006 we introduced our OLED-XL technology, which provides longer luminance half life and enhanced efficiency
of our SVGA+ and SVGA-3D product lines. We are in the process of completing development of 2 additional OLED
microdisplays, namely the SVGA 3DS (SVGA 3D shrink, a smaller format SVGA display with a new cell architecture
with embedded features) and an SXGA (1280 x 1024 picture elements).

In January 2005 we announced the world's first personal display system to combine OLED technology with
head-tracking and 3D stereovision, the Z800 3DVisor(tm), which was first shipped in mid-2005. This product was
recognized as a Digital Living Class of 2005 Innovators, and received the Consumer Electronics Association’s coveted
Consumer Electronics Show (CES) 2006 Best of Innovation Awards for the entire display category as well as a
Design and Innovations Award for the electronic gaming category. In February 2007 the Z800 3DVisor, as integrated
in Chatten Associates’ head-aimed remote viewer, was recognized as one of Advanced Imaging's Solutions of the
Year.
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We believe that our OLED microdisplays offer a number of significant advantages over the more widely used liquid
crystal displays, including greatly increased power efficiency, less weight and wider viewing angles. Using our active
matrix OLED technology, many computer and electronic system functions can be built directly into the OLED
microdisplay, resulting in compact, high resolution, power efficient systems. We have developed our own intellectual
property and accumulated over 6 years of manufacturing know-how to create high performance OLED microdisplays.

2
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As the first to exploit OLED technology for microdisplays, and with the support of our partners and the development
of our intellectual property, we believe that we enjoy a significant advantage in the commercialization of
microdisplays for virtual imaging. We believe we are currently the only company to sell active matrix small molecule
OLED-on-silicon microdisplays.

eMagin Corporation (the “Company” or “eMagin”) was created through the merger of Fashion Dynamics Corporation
("FDC"), which was organized on January 23, 1996 under the laws of the State of Nevada and FED Corporation
("FED"), a developer and manufacturer of optical systems and microdisplays for use in the electronics industry. FDC
had no active business operations other than to acquire an interest in a business. On March 16, 2000, FDC acquired
FED and the merged company changed its name to “eMagin Corporation”. Following the merger, the business
conducted by eMagin is the business conducted by FED prior to the merger.

Our website is located at www.emagin.com and our e-commerce site is www.3dvisor.com.  The contents of our
website are not part of this Prospectus.

Issuance of Securities to the Selling Stockholders

On July 21, 2006, the Company entered into a Note Purchase Agreement (the “Stillwater Agreement”) with Stillwater
LLC (“Stillwater”) which provides for the purchase and sale of a 6% senior secured convertible note in the principal
amount of up to $500,000 (the “Stillwater Note”), together with a warrant (the “Stillwater Warrant”) to purchase 70% of
the number of shares issuable upon conversion of the Stillwater Note, at the sole discretion of the Company by
delivery of a notice to Stillwater on December 14, 2006.  Interest payments from the Stillwater Note are to be made in
cash, unless Stillwater elects to convert any portion of the principal of the Stillwater Note plus any accrued and unpaid
interest for such principal amount.

By way of amendment to the Stillwater Agreement, dated March 28, 2007 (the “Amendment”), the Company and
Stillwater agreed to certain amendments to the Stillwater Agreement. Based upon the provisions of the Stillwater
Agreement, Stillwater was bound to purchase the Stillwater Note and the Stillwater Warrant so long as the conditions
to closing as set forth in the Stillwater Agreement were satisfied by the Company.  However, prior to Stillwater’s
obligation to purchase the Stillwater Note and Stillwater Warrant, the Company received notice from the American
Stock Exchange (“AMEX”) that it was no longer in compliance with their listing requirements at the time, and the
Company was subsequently de-listed in March of 2007.  Since compliance with the AMEX listing requirements was a
condition of closing in the Stillwater Agreement, Stillwater was no longer obligated to purchase the Stillwater Note
and Stillwater Warrant.  Therefore, among other things, pursuant to the Amendment, the parties agreed to a new
conversion price for the Stillwater Note of $0.35 per share, a new exercise price for the Stillwater Warrant of $0.48
per share, a new closing date, and amended certain closing conditions, including the following: on the closing date, (i)
trading in securities on the New York Stock Exchange, Inc., the AMEX, Nasdaq, the Nasdaq Capital Market, the
Over-The-Counter Bulletin Board, the Pink Sheets, LLC or any similar organization shall not have been suspended or
materially limited, (ii) a general moratorium on commercial banking activities in the State of New York shall not have
been declared by either federal or state authorities, and (iii) the Company has obtained waivers from all the note
holders of the other notes or has executed an additional Allonge with the majority holders to amend Section 3.2 of the
Note and other notes to provide that the Company maintain cash and cash equivalents balances of at least equal to
$200,000 from April 1, 2007 through and including May 15, 2007 and that subsequent to May 15, 2007 the Company
maintain cash and cash equivalents balances of at least equal to $600,000.

The closing for the sale of the Stillwater Note and Stillwater Warrant was completed on April 9, 2007 and the
Company issued Stillwater the Stillwater Note in a 6% Senior Secured Convertible Note in the principal amount of
$500,000 and the Stillwater Warrant to purchase 1,000,000 shares of the Company’s common stock at an exercise
price of $0.48 in accordance with the terms of the Stillwater Agreement and Amendment. Interest payments from the
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Stillwater Note are to be made in cash, unless Stillwater elects to convert any portion of the principal of the Stillwater
Note plus any accrued and unpaid interest for such principal amount pursuant to the terms of the Stillwater Note. The
principal of the Stillwater Note was due in installments as follows:
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Principal
Amount Due Date*

$ 250,000 July 23, 2007**

$ 250,000 January 21, 2008 ***
* If the due date falls on a non-business day, the due date will be the next business day.

**As disclosed above, on July, 23 2007, Stillwater elected to convert $252,166.50 of the Stillwater Note representing
$250,000 of the principal amount of the Stillwater Note due on July 23, 2007 and $2,166.50 of accrued and unpaid
interest into shares of common stock. Stillwater received 720,476 shares of the common stock at the conversion price
of $0.35 pursuant to the terms of the Stillwater Note.

***As disclosed above, on December 22, 2008, Stillwater elected to convert $251,166.67 of the remaining Stillwater
Note representing $250,000 of the principal amount of the Stillwater Note originally due on January 21, 2008 and
extended to December 22, 2008 (as discussed below) and $1,166.67 of accrued and unpaid interest into shares of
common stock. Stillwater received 717,620 shares of common stock at a conversion price of $0.35 pursuant to the
terms of the Stillwater Note.

If the entire Stillwater Warrant is exercised for cash, the Company would receive $480,000, which would be used for
working capital and other corporate purposes. There cannot be any assurances that any of the Stillwater Warrant will
be exercised.

By way of the Amendment Agreement dated July 23, 2007 between the Company and Stillwater, the Company issued
to Stillwater an amended and restated Note for the outstanding Note (the “Amended Note”) in the principal amount
equal to the principal amount outstanding as of July 23, 2007 and an amended restated warrant.  As part of the
Amendment Agreement, the maturity date for the Amended Note was extended to December 22, 2008.

This prospectus covers the resale by Stillwater of the above-referenced common stock underlying the Stillwater Note
and the Stillwater Warrant.

4
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The Offering

Common stock offered by selling
stockholders

Up to 2,438,096 shares, consisting of the
following:

· 1,438,096 shares of common stock, consisting  of
(i) 1,428,572 shares issued upon conversion of the
Stillwater Note representing $500,000 of the
principal amount of the Stillwater Note and
(ii) 9,524 shares issued for accrued and unpaid
interest under the Stillwater Note.*

· up to 1,000,000 shares of common stock issuable
upon the exercise of common stock purchase
warrants at an exercise price of $0.48 per share.

Common Stock to be outstanding
after the offering

20,902,705 shares**

Use of proceeds We will not receive any proceeds from the sale of
the common stock; however, we will receive
proceeds from the exercise of our warrants.

NYSE AMEX Symbol EMAN

* On July 23, 2007 , Stillwater elected to convert $252,166.50 of the Stillwater Note,
then outstanding, representing $250,000 of the principal amount of the Note due on July
23, 2007 and $2,166.50 of accrued and unpaid interest into shares of common stock.
Stillwater received 720,476 shares of the common stock at the conversion price of $0.35.
On December 22, 2008, Stillwater elected to convert the $251,166.67 of the remaining
Stillwater Note representing $250,000 of the principal amount of the Note due on
December 22, 2008 and $1,166.67 of accrued and unpaid interest into shares of common
stock. Stillwater received 717,620 shares of the common stock at the conversion price of
$0.35.

**The information above regarding the common stock to be outstanding after the
offering is based on 19,902,705 shares of the Company’s common stock outstanding as
of  August 20, 2010 and assumes the exercise of the above warrants.

5
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RISK FACTORS

You should carefully consider the following risk factors and the other information included herein as well as the
information included in other reports and filings made with the SEC before investing in our common stock.    The
following factors, as well as other factors affecting our operating results and financial condition, could cause our
actual future results and financial condition to differ materially from those projected. The trading price of our common
stock could decline due to any of these risks, and you may lose part or all of your investment.

RISKS RELATED TO OUR FINANCIAL RESULTS

We have had losses in the past and may incur losses in the future.

Our accumulated deficit is approximately $197 million as of December 31, 2009 and approximately $195 million as
of June 30, 2010.  We have achieved profitability on a full year basis in 2009. We can give no assurances that we will
continue to be profitable in the future. We cannot assure investors that we will sustain profitability or that we will not
incur operating losses in the future.

We may not be able to execute our business plan due to a lack of cash from operations.

Prior to April 2008, we had not produced positive cash flows from operations. However, we have generated positive
cash flows the past 9 quarters. We anticipate that our cash from operations will be sufficient to meet our requirements
over the next twelve months.  In the event that cash flow from operations is less than anticipated and we are unable to
secure additional funding to cover our expenses, in order to preserve cash, we may have to reduce expenditures and
effect reductions in our corporate infrastructure, either of which could have a material adverse effect on our ability to
continue our current level of operations. No assurance can be given that if additional financing is necessary, that it will
be available, or if available, will be on acceptable terms.

Our operating results have significant fluctuations.

In addition to the variability resulting from the short-term nature of commitments from our customers, other factors
contribute to significant periodic quarterly fluctuations in results of operations. These factors include, but are not
limited to, the following:

· the receipt and timing of orders and the timing of delivery of orders;
· the inability to adjust expense levels or delays in adjusting expense levels, in either

case in response to lower than expected revenues or gross margins;
· the volume of orders relative to our manufacturing capacity;
· product introductions and market acceptance of new products or new generations of

products;
· changes in cost and availability of labor and components;
· product mix;
· variation in operating expenses; regulatory requirements, foreign currency

fluctuations and changes in duties and tariffs;
· pricing and availability of competitive products and services; and
· changes, whether or not anticipated, in economic conditions.

Accordingly, the results of any past periods should not be relied upon as an indication of our future performance.
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RISKS RELATED TO MANUFACTURING

The manufacture of active matrix OLED microdisplays is new and could result in manufacturing issues or delays.

Ours is an evolving technology and we are pioneers in this active matrix OLED microdisplay manufacturing
technique. We cannot assure you that we will be able to produce our products in sufficient quantity and quality to
maintain existing customers and attract new customers. In addition, we cannot assure you that we will not experience
manufacturing problems which could result in delays in delivery of orders or product introductions.

We are dependent on a single manufacturing line.

We currently manufacture our products on a single manufacturing line. If we experience any significant disruption in
the operation of our manufacturing facility or a serious failure of a critical piece of equipment, we may be unable to
supply microdisplays to our customers. For this reason, some OEMs may also be reluctant to commit a broad line of
products to our microdisplays without a second production facility in place. However, we try to maintain product
inventory to fill the requirements under such circumstances. Interruptions in our manufacturing could be caused by
manufacturing equipment problems, the introduction of new equipment into the manufacturing process or delays in
the delivery of new manufacturing equipment. Lead-time for delivery of manufacturing equipment can be extensive.
No assurance can be given that we will not lose potential sales or be unable to meet production orders due to
production interruptions in our manufacturing line. In order to meet the requirements of certain OEMs for multiple
manufacturing sites, we will have to expend capital to secure additional sites and may not be able to manage multiple
sites successfully.

We rely on key sole source and limited source suppliers.

We depend on a number of sole source or limited source suppliers for certain raw materials, components, and services.
These include circuit boards, graphic integrated circuits, passive components, materials and chemicals, and equipment
support.  We maintain several single-source supplier relationships, either because alternative sources are not available
or because the relationship is advantageous due to performance, quality, support, delivery, capacity, or price
considerations. Even where alternative sources of supply are available, qualification of the alternative suppliers and
establishment of reliable supplies could result in delays and a possible loss of sales, which could be detrimental to
operating results. We do not manufacture the silicon integrated circuits on which we incorporate our OLED
technology. Instead, we provide the design layouts to a sole semiconductor contract manufacturer who manufactures
the integrated circuits on silicon wafers. Our inability to obtain sufficient quantities of components and other materials
or services on a timely basis could result in manufacturing delays, increased costs and ultimately in reduced or
delayed sales or lost orders which could materially and adversely affect our operating results.

Our results of operations, financial condition, and business would be harmed if we were unable to balance customer
demand and capacity.

As customer demand for our products, particularly new products, changes we must be able to ramp up or adjust our
production capacity to meet demand. We are continually taking steps to address our manufacturing capacity needs for
our products. If we are not able to increase our capacity or if we increase our capacity too quickly, our business and
results of operations could be adversely impacted. If we experience delays or unforeseen costs associated with
adjusting our capacity levels, we may not be able to achieve our financial targets. For some of our products, vendor
lead times exceed our customers’ required delivery time causing us to order to forecast rather than order based on
actual demand. Ordering raw material and building finished goods based on forecasts exposes us to numerous risks
including potential inability to service customer demand in an acceptable timeframe, holding excess inventory or
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having unabsorbed manufacturing overhead.
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Variations in our production yields impact our ability to reduce costs and could cause our margins to decline and our
operating results to suffer.

All of our products are manufactured using technologies that are highly complex. The number of usable items, or
yield, from our production processes may fluctuate as a result of many factors, including but not limited to the
following:

· variability in our process repeatability and control;
· contamination of the manufacturing environment or equipment;
· equipment failure, power outages, or variations in the manufacturing process;
· lack of consistency and adequate quality and quantity of piece parts and other raw

materials;
· defects in packaging either within or outside our control; and
· any transitions or changes in our production process, planned or unplanned.

We could experience manufacturing interruptions, delays, or inefficiencies if we are unable to timely and reliably
procure components from single-sourced suppliers.

We maintain several single-source supplier relationships, either because alternative sources are not available or
because the relationship is advantageous due to performance, quality, support, delivery, capacity, or price
considerations.  If the supply of a critical single-source material or component is delayed or curtailed, we may not be
able to ship the related product in desired quantities and in a timely manner.  Even where alternative sources of supply
are available, qualification of the alternative suppliers and establishment of reliable supplies could result in delays and
a possible loss of sales, which could harm operating results.

RISKS RELATED TO OUR INTELLECTUAL PROPERTY

We may not be successful in protecting our intellectual property and proprietary rights.

We rely on a combination of patents, trade secret protection, licensing agreements and other arrangements to establish
and protect our proprietary technologies. If we fail to successfully enforce our intellectual property rights, our
competitive position could suffer, which could harm our operating results. Patents may not be issued for our current
patent applications, third parties may challenge, invalidate or circumvent any patent issued to us, unauthorized parties
could obtain and use information that we regard as proprietary despite our efforts to protect our proprietary rights,
rights granted under patents issued to us may not afford us any competitive advantage, others may independently
develop similar technology or design around our patents, and protection of our intellectual property rights may be
limited in certain foreign countries. On April 30, 2007, the U.S. Supreme Court, in KSR International Co. vs. Teleflex,
Inc., mandated a more expansive and flexible approach towards a determination as to whether a patent is obvious and
invalid, which may make it more difficult for patent holders to secure or maintain existing patents. Any future
infringement or other claims or prosecutions related to our intellectual property could have a material adverse effect
on our business. Any such claims, with or without merit, could be time consuming to defend, result in costly litigation,
divert management's attention and resources, or require us to enter into royalty or licensing agreements. Such royalty
or licensing agreements, if required, may not be available on terms acceptable to us, if at all. Protection of intellectual
property has historically been a large yearly expense for eMagin. We have not been in a financial position to properly
protect all of our intellectual property, and may not be in a position to properly protect our position or stay ahead of
competition in new research and the protecting of the resulting intellectual property.
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In addition to patent protection, we also rely on trade secrets and other non-patented proprietary information relating
to our product development and manufacturing activities. We try to protect this information through appropriate
efforts to maintain its secrecy, including requiring employees and third parties to sign confidentiality agreements. We
cannot be sure that these efforts will be successful or that the confidentiality agreements will not be breached. We also
cannot be sure that we would have adequate remedies for any breach of such agreements or other misappropriation of
our trade secrets or that our trade secrets and proprietary know-how will not otherwise become known or be
independently discovered by others.

8
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RISKS RELATED TO THE MICRODISPLAY INDUSTRY

The commercial success of the microdisplay industry depends on the widespread market acceptance of microdisplay
systems products.

The market for microdisplays is emerging. Our success will depend on consumer acceptance of microdisplays as well
as the success of the commercialization of the microdisplay market. As an OEM supplier, our customer's products
must also be well accepted. At present, it is difficult to assess or predict with any assurance the potential size, timing
and viability of market opportunities for our technology in this market.

The microdisplay systems business is intensely competitive.

We do business in intensely competitive markets that are characterized by rapid technological change, changes in
market requirements and competition from both other suppliers and our potential OEM customers. Such markets are
typically characterized by price erosion. This intense competition could result in pricing pressures, lower sales,
reduced margins, and lower market share. Our ability to compete successfully will depend on a number of factors,
both within and outside our control. We expect these factors to include the following:

· our success in designing, manufacturing and delivering expected new produc
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