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EXPLANATORY NOTE

This Amendment No. 1 hereby amends our Quarterly Report on Form 10-Q (“Form 10-Q/A”) for the period ended
March 31, 2009, which was originally filed with the Securities and Exchange Commission on May 14, 2009 (the
“Original 10-Q”). This Amendment is being filed mainly to include restated condensed consolidated financial
statements as described in Note 15, Restatement, of the Notes to the Condensed Consolidated Financial
Statements. The condensed consolidated financial statements are being restated to correct accounting errors as
follows:

Adoption of certain provisions of Accounting Standards Codification (“ASC”) 815 — “Derivatives and Hedging —
Contracts in Entity’s Own Equity” (“ASC 815”) (formerly EITF 07-5, “Determining Whether an Instrument (or
Embedded Feature) is Indexed to an Entity’s Own Stock™). ASC 815 became effective January 1, 2009. The
anti-dilution features in certain outstanding warrants (“Warrants”) of the Company require these Warrants to be
accounted for as liabilities and measured at fair value. The restated condensed consolidated financial statements
reflect the reclassification of the Warrants from shareholders’ equity to warrant liability, the cumulative effect
adjustment to the opening balance of accumulated deficit and record changes in the fair value of the warrant
liability in the condensed consolidated statements of operations.

Adoption of the two-class method for Earnings Per Share (“EPS”) calculation under ASC 260, “Earnings Per Share”
(“ASC 260”) (formerly “SFAS No. 128”). The two-class method is an earnings allocation method under which EPS is
calculated for each class of common stock and participating security. Under the two-class method, securities that
participate in dividends, such as the Company’s Series B Convertible Preferred stock, are considered ‘participating
securities.” The restated financial statements reflect the restated basic and diluted earnings per share, as applicable
and weighted average shares outstanding calculations.

The following sections of this Form 10-Q/A have been amended to reflect the restatement:

Part I — Item 1 — Financial Statements and Notes to the Condensed Consolidated Financial Statements
Part I — Item 2 — Management’s Discussion and Analysis of Financial Condition and Result of Operations
Part I — Item 4 — Controls and Procedures

For the convenience of the reader, this Form 10-Q/A sets forth the Company’s Original 10-Q in its entirety, as
amended by, and to reflect the restatement, as described above. Except as discussed above, the Company has not
modified or updated disclosures presented in this Amendment. Accordingly, this Amendment does not reflect events
occurring after the Original 10-Q or modify or update those disclosures affected by subsequent events, except as
specifically referenced herein. Information not affected by the restatement is unchanged and reflects the disclosures
made at the time of the Original Filing.

This Form 10-Q/A has been signed as of a current date and all certifications of the Company’s Chief Executive
Officer/Principal Executive Officer and Chief Financial Officer/Chief Accounting Officer and Principal Financial
Officer are given as of a current date. Accordingly, this Form 10-Q/A should be read in conjunction with the
Company’s filings with the Securities and Exchange Commission subsequent to the filing of the Original 10-Q,
including any amendments to those filings.
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ITEM 1. Condensed Consolidated Financial Statements

eMAGIN CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)

ASSETS

Current assets:

Cash and cash equivalents

Investments — held to maturity

Accounts receivable, net

Inventory

Prepaid expenses and other current assets
Total current assets

Equipment, furniture and leasehold improvements, net
Intangible assets, net

Deferred financing costs, net

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:
Accounts payable
Accrued compensation
Other accrued expenses
Advance payments
Deferred revenue

Debt

Other current liabilities
Total current liabilities
Warrant liability

Total liabilities

Commitments and contingencies
Redeemable common stock: 522,500 redeemable shares

Shareholders’ equity:
Preferred stock, $.001 par value: authorized 10,000,000 shares:

Series B Convertible Preferred stock, (liquidation preference of $5,739,000)
stated value $1,000 per share, $.001 par value: 10,000 shares designated and
5,739 issued

March 31, 2009

(unaudited)
(Restated) December 31,
See Note 15 2008

$ 2329 $ 2,404
97 97
2,950 3,643
2,214 2,374
1,233 796
8,823 9,314
391 381
46 47
212 362

$ 9472 $ 10,104

$ 569 $ 1,026
631 837
1,152 804
649 694
120 164
682 1,691
917 798
4,720 6,014
2,943 —

$ 7,663 $ 6,014
429 429
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Common stock, $.001 par value: authorized 200,000,000 shares, issued and
outstanding, 15,429,863 shares as of March 31, 2009 and 15,213,959 as of

December 31, 2008, net of redeemable common stock 15 15
Additional paid-in capital 189,995 204,818
Accumulated deficit (188,630 ) (201,172 )
Total shareholders’ equity 1,380 3,661
Total liabilities and shareholders’ equity $ 9472 $ 10,104

See notes to Condensed Consolidated Financial Statements.
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eMAGIN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share data)



