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Approximate date of commencement of proposed sale to the public: From time to time after the effective date of this
registration statement.

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, as amended, other than securities offered only in connection with dividend
or interest reinvestment plans, check the following box. x

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, 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 L.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

LR N3

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.

Large accelerated filer o Accelerated filer o

Non-accelerated filer o Smaller reporting company x
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CALCULATION OF REGISTRATION FEE

Proposed
Maximum Proposed
Offering Maximum
Amount Price Aggregate Amount of
to be Per Offering Registration
Title of Each Class of Securities to be Registered Registered(1)  Share(2) Price Fee
Primary Offering Shares:(3)
Common Stock, $0.001 par value 4,000,000 $5.575 $22.300,000 $2,589.03
Secondary Offering Shares:(4)
Common Stock, $0.001 par value 15,423,743  $5.575 $85,987,367  $9,983.13
Total: 19,423,743 $5.575 $108,287,367 $12,572.16

(1) In accordance with Rule 416 under the Securities Act of 1933, as amended (the “Securities Act”), the common stock
offered hereby shall also be deemed to cover additional securities to be offered or issued to prevent dilution
resulting from stock splits, stock dividends, recapitalization, or similar transactions.

(2) Estimated solely for the purpose of calculating the registration fee in accordance with Rule 457(c) of the Securities
Act, based on the average of the high and low prices of the common stock of the registrant as reported on the OTC
Bulletin Board on November 1, 2011. It is not known how many shares will actually be sold under this
registration statement or at what price or prices such shares will be sold.

(3) Represents shares of common stock to be offered by the registrant.

(4) Represents shares of common stock to be offered by the selling stockholders. The amount is comprised of (i)
9,988,137 outstanding shares of the registrant’s common stock, (ii) 30,000 shares of the registrant’s common stock
issuable upon the conversion of convertible notes, and (iii) 5,405,606 shares of the registrant’s common stock
issuable upon the exercise of warrants. The shares, convertible notes, and warrants are held by certain selling
stockholders named in the prospectus contained herein and any supplements thereto.

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 Commission, acting pursuant to Section 8(a), may
determine.
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The information in this prospectus is not complete and may be changed. We and the selling stockholders 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 we and the selling stockholders are not soliciting offers to buy
these securities, in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED NOVEMBER 3, 2011

PROSPECTUS

19,423,743 SHARES OF COMMON STOCK
PRIMARY OFFERING SHARES: 4,000,000
SECONDARY OFFERING SHARES: 15,423,743

This prospectus relates to the "shelf" registration of the Company's common stock for the following purposes:

1. The registration for potential sale by us of up to 4,000,000 shares of our common stock, $0.001 par value per
share, (“Common Stock™), in a primary offering (the "Primary Offering Shares"), which shares we may sell from time to
time in one or more offerings.

2. The registration for potential resale by the selling stockholders named in this prospectus of up to 15,423,743
shares of Common Stock, comprised of (i) 9,988,137 shares of our outstanding Common Stock, (ii) 30,000 shares of
Common Stock issuable upon the conversion of convertible notes (“Notes™), and (iii) 5,405,606 shares of Common
Stock issuable upon the exercise of warrants (“Warrants™), acquired by the selling stockholders in one or more private
placement transactions (collectively referred to as the “Secondary Offering Shares”), which shares the selling
stockholders may sell from time to time in one or more offerings.

We refer to the Primary Offering Shares and the Secondary Offering Shares, together, as the “Shares”.
Primary Offering Shares

Each time we sell the Primary Offering Shares, we will provide specific terms of the offering in a supplement to this
prospectus. The prospectus supplement may also add, update, or change information contained in this

prospectus. You should read this prospectus and the applicable prospectus supplement carefully before you invest in
any securities. This prospectus may not be used to consummate a sale of securities unless accompanied by the
applicable prospectus supplement.

We will sell the Primary Offering Shares directly to our stockholders or to purchasers or through agents on our behalf
or through underwriters or dealers as designated from time to time. If any agents or underwriters are involved in the
sale of any of these Primary Offering Shares, the applicable prospectus supplement will provide the names of the
agents or underwriters and any applicable fees, commissions and discounts.

Secondary Offering Shares

The selling stockholders are those holders named in the table under the section entitled “Selling Stockholders”
beginning on page 13 of this prospectus or named in a supplement to this prospectus. The description of the issuances
of the securities to the selling stockholders is set forth below in the section entitled “Secondary Offering Shares”
beginning on page 10 of this prospectus, where the private placements are described.
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The selling stockholders may from time to time sell the Secondary Offering Shares directly, or through underwriters,
agents, brokers or dealers designated from time to time, on terms to be determined at the time of sale. Underwriters,
agents, brokers or dealers may receive discounts, commissions, or concessions from the selling stockholders, from the
purchasers in connection with sales of the Secondary Offering Shares, or from both. The prices at which these selling
stockholders may sell the Secondary Offering Shares will be determined by the prevailing market price for the
Secondary Offering Shares or in negotiated transactions. If underwriters or dealers are involved in the sale of the
Secondary Offering Shares, their names, and any applicable purchase price, fee, commission or discount arrangement
between or among them, will be set forth, or will be calculable from the information set forth, in a supplement to this
prospectus.

Our Common Stock is listed on the OTCBB under the symbol “NEON.OB”. On November 1, 2011, the closing price of
our Common Stock, as reported on the OTCBB, was $5.75 per share. The aggregate market value of our Common
Stock held by non-affiliates as of November 1, 2011 was in excess of $99 million.

We will receive proceeds from our sale of the Primary Offering Shares. We will not receive any of the proceeds from
the sale of the Secondary Offering Shares by the selling stockholders, although we may receive proceeds from the
exercise of Warrants for shares of our Common Stock. We are registering the Secondary Offering Shares on behalf of
the selling stockholders, and we will bear the cost of the registration of these Shares.

INVESTING IN OUR COMMON STOCK INVOLVES SUBSTANTIAL RISKS. SEE THE SECTION ENTITLED
“RISK FACTORS” BEGINNING ON PAGE 5 OF THIS PROSPECTUS TO READ ABOUT FACTORS YOU
SHOULD CONSIDER BEFORE BUYING SHARES OF OUR COMMON STOCK.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

The date of this prospectus is , 2011.
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ABOUT THIS PROSPECTUS

This prospectus is a part of a registration statement that we filed with the SEC utilizing a “shelf” registration

process. Under this shelf registration process, we are registering for potential sale by us from time to time of up to
4,000,000 Primary Offering Shares in one or more offerings. In addition, we are registering for potential resale by the
selling stockholders from time to time of up to 15,423,743 Secondary Offering Shares, which Secondary Offering
Shares upon registration will be eligible for resale as freely-tradeable shares. The Secondary Offering Shares that we
are registering pursuant to this prospectus are not currently freely-tradeable under Rule 144 without limitation or
restrictions. Accordingly, we are registering these shares in order that they may be freely tradeable without limitation,
similar to the outstanding shares of Common Stock held by non-affiliates.

This prospectus provides you with a general description of the Shares we and the selling stockholders may offer. To
the extent required, the number of shares of our Common Stock to be sold, the purchase price, the public offering
price, the names of any agent or dealer and any applicable commission or discount with respect to a particular offering
by us or any selling stockholder may be set forth in an accompanying prospectus supplement. Each time we sell
Primary Offering Shares under this shelf registration, we will provide a prospectus supplement that will contain
specific information about the terms of that offering. The prospectus supplement may also add, update, or change
information contained in this prospectus. To the extent that any statement that we make in a prospectus supplement is
inconsistent with statements made in this prospectus, the statements made in this prospectus will be deemed modified
or superseded by those made in the prospectus supplement. You should read both this prospectus and any prospectus
supplement, including all documents incorporated herein or therein by reference, together with additional information
described under “Where You Can Find More Information.”

We have not authorized, and the selling stockholders may not authorize, any dealer, salesman or other person to give
any information or to make any representation other than those contained or incorporated by reference in this
prospectus and the accompanying prospectus supplement. You must not rely upon any information or representation
not contained or incorporated by reference in this prospectus or the accompanying prospectus supplement. This
prospectus and the accompanying prospectus supplement do not constitute an offer to sell or the solicitation of an
offer to buy any securities other than the registered securities to which they relate, nor do this prospectus and the
accompanying prospectus supplement constitute an offer to sell or the solicitation of an offer to buy securities in any
jurisdiction to any person to whom it is unlawful to make such offer or solicitation in such jurisdiction. You should
not assume that the information contained in this prospectus and the accompanying prospectus supplement is accurate
on any date subsequent to the date set forth on the front of the document or that any information we have incorporated
by reference is correct on any date subsequent to the date of the document incorporated by reference, even though this
prospectus and any accompanying prospectus supplement is delivered or securities are sold on a later date.

To the extent permitted by applicable law, rules or regulations, we may add, update or change the information
contained in this prospectus by means of a prospectus supplement or a post-effective amendment to the registration
statement of which this prospectus forms a part, through filings we make with the SEC that are incorporated by
reference into this prospectus, or by another method as may then be permitted under applicable law, rules or
regulations.

PRIOR TO MAKING A DECISION ABOUT INVESTING IN OUR COMMON STOCK, YOU SHOULD
CAREFULLY CONSIDER THE SPECIFIC RISKS CONTAINED IN THE SECTION ENTITLED “RISK FACTORS”
IN THIS PROSPECTUS, AND ANY APPLICABLE PROSPECTUS SUPPLEMENT, TOGETHER WITH ALL OF
THE OTHER INFORMATION CONTAINED IN THIS PROSPECTUS AND ANY PROSPECTUS SUPPLEMENT
OR APPEARING IN THE REGISTRATION STATEMENT OF WHICH THIS PROSPECTUS FORMS A PART.
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In this prospectus, we refer to Neonode Inc. as “we,” “us,” “our,” the “Company” or “Neonode.” References to “selling

stockholders” refer to those holders of our Common Stock listed herein under “Selling Stockholders,” who may sell the
Secondary Offering Shares from time to time as described in this prospectus.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains ‘“forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933,
as amended, or Securities Act, and Section 21E of the Securities Exchange Act of 1934, or Exchange

Act. Forward-looking statements reflect the current view about future events. When used in this prospectus, the
words “anticipate,” “believe,” “estimate,” “expect,” “future,” “intend,” “plan,” or the negative of these terms and similar expre
as they relate to us or our management, identify forward-looking statements. Such statements, include, but are not
limited to, statements contained in this prospectus relating to our business strategy, our future operating results, and
liquidity and capital resources outlook. Forward-looking statements are based on our current expectations and
assumptions regarding our business, the economy and other future conditions. Because forward—looking statements
relate to the future, they are subject to inherent uncertainties, risks and changes in circumstances that are difficult to
predict. Our actual results may differ materially from those contemplated by the forward-looking statements. They
are neither statements of historical fact nor guarantees of assurance of future performance. We caution you therefore
against relying on any of these forward-looking statements. Important factors that could cause actual results to differ
materially from those in the forward-looking statements include, without limitation, a decline in general economic
conditions nationally and internationally; decreased demand for our products and services; market acceptance of our
products and services; our ability to protect our intellectual property rights; the impact of any infringement actions or
other litigation brought against us; competition from other providers and products; our ability to develop and
commercialize new and improved products and services; our ability to raise capital to fund continuing operations;
changes in government regulation; our ability to complete customer transactions and capital raising transactions; and
other factors (including the risks contained in the section of this prospectus entitled “Risk Factors”) relating to our
industry and to our operations and results of operations. Should one or more of these risks or uncertainties
materialize, or should the underlying assumptions prove incorrect, actual results may differ significantly from those
anticipated, believed, estimated, expected, intended or planned.

2 ¢

Factors or events that could cause our actual results to differ may emerge from time to time, and it is not possible for
us to predict all of them. We cannot guarantee future results, levels of activity, performance, or achievements. Except
as required by applicable law, including the securities laws of the United States, we do not intend to update any of the
forward-looking statements to conform these statements to actual results.

PROSPECTUS SUMMARY

The following is only a summary and therefore does not contain all of the information you should consider before
investing in our securities. We urge you to read this entire prospectus carefully, including the more detailed
consolidated financial statements, notes to the consolidated financial statements and other information incorporated by
reference herein. See “Where You Can Find More Information” on page 30 for information regarding the documents
incorporated by reference herein. In addition, investing in our Common Stock involves risks. You should carefully
consider the information provided under the heading “Risk Factors” beginning on page 5.

About this Prospectus

This prospectus relates to the "shelf" registration of the Company's Common Stock for the following purposes:

1. The registration for potential sale by us of up to 4,000,000 Primary Offering Shares.

2. The registration for potential resale by certain selling stockholders of up to 15,423,743 Secondary Offering
Shares, which are comprised of 9,988,137 shares of our outstanding Common Stock, 30,000 shares of Common Stock
issuable upon the conversion of the Notes, 5,405,606 shares of Common Stock issuable upon the exercise of the

Warrants. The Secondary Offering Shares were issued in several private placement transactions that we entered into

11
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in 2008, 2009, 2010 and 2011 (the “Private Placements”). The number of Secondary Offering Shares (including shares
issuable upon the conversion of the Notes and upon the exercise of the Warrants) represents 46% of our issued and
outstanding shares of Common Stock, and 56% of the issued and outstanding shares of Common Stock held by
persons other than the selling stockholders, affiliates of our Company, or affiliates of the selling stockholders, in each
case based on 33,369,785 shares of Common Stock issued and outstanding as of October 25, 2011 (and assuming the
conversion of the Notes and exercise of the Warrants for the shares being registered hereby). We will not receive any
proceeds from any future sale of the Secondary Offering Shares by the selling stockholders listed herein.

Overview of the Company

We provide optical infrared touch screen solutions for handheld and small to midsized consumer and industrial
electronic devices. We license our touch screen technology to Original Equipment Manufacturers (“OEMs”) and
Original Design Manufacturers (“ODMs”’) who embed our touch screen technology into electronic devices that they
develop and sell. The cornerstone of our solution is our innovative optical infrared touch screen technology, named
zForce®. Our patented zForce® technology offers a number of benefits compared to other touch screen technologies
currently on the market. Our optical infrared technology offers clients lower cost and more functional alternatives to
other touch screen technologies. zForce® also consumes less power than our competitors’ solutions, is able to function
in a wide temperature range, requires no screen overlay and thus offers a much clearer picture while at the same time
accommodating multi-touch functionality. zForce® combines full finger touch capabilities and high resolution pen
support in the same solution.

Our technology licensing model allows us to focus on the development of solutions for multi-touch enabled screens,
and thus we do not have to contend with the financial and logistical burden of manufacturing products, which is
handled by our ODM/OEM clients. We license the right to use zForce® and software which, together with standard
components from partners, creates a complete optical touch screen solution. The zForce® multi-touch product is our
latest release and is currently being integrated into products such as mobile phones, mobile internet devices, eReaders,
digital picture frames, printers, GPS devices and tablet PC’s.

Corporate Information

Neonode Inc., formerly known as SBE, Inc., was incorporated in the State of Delaware on September 4, 1997. Our
headquarters are located at Linnegatan 89, SE-115 23 Stockholm, Sweden, and our telephone number at this address is
+46 8 667 17 17. Our office in the U.S. is located at 2700 Augustine Drive, Suite 100, Santa Clara, California, USA
95054, and our telephone number at this address is (408) 496-6722. In addition, we lease office space located in
Lafayette, California. Our website address is www.neonode.com. Information contained on our website, or that can
be accessed through our website, is not a part of this prospectus.

12
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Registration of Shares

This prospectus relates to the registration for potential sale by us of up to 4,000,000 shares of our Common Stock, and
the registration for potential resale by the selling stockholders of up to 15,423,743 Secondary Offering Shares, which
are comprised of 9,988,137 shares of our outstanding Common Stock, 30,000 shares of our Common Stock issuable
upon the conversion of the Notes, 5,405,606 shares of our Common Stock issuable upon the exercise of the Warrants.

Common Stock outstanding prior to
registration

Common Stock being registered
For Neonode
For the selling stockholders
Total

Common Stock to be outstanding after
registration

Use of proceeds

Risk Factors

OTC Bulletin Board Symbol

(1)  As of October 25, 2011.

27,934,179 shares of Common Stock(1)

4,000,000 shares of Common Stock
15,423,743 shares of Common Stock(2)
19,423,743 shares of Common Stock

37,369,785 shares of Common Stock(3)

We plan to use the net proceeds to us from this offering for working
capital and other general corporate purposes. We will not receive any
proceeds from the sale of the Secondary Offering Shares offered by the
selling stockholders under this prospectus. However, we will receive
up to $8,465,307 in the aggregate from the selling stockholders if they
exercise in full, on a cash basis, all of their unexercised Warrants. We
will use such proceeds from the exercise of the Warrants for working
capital and other corporate purposes.

See “Risk Factors” and the other information in this prospectus for a
discussion of the factors you should consider before deciding to invest

in shares of our Common Stock.

“NEON.OB”

(2) Includes 9,988,137 shares of our outstanding Common Stock, 30,000 shares of Common Stock that are issuable
upon the conversion of the Notes, and 5,405,606 shares of Common Stock that are issuable upon the exercise of the

Warrants.

(3) Assumes the sale of all 4,000,000 Primary Offering Shares, full conversion of the outstanding Notes held by the
selling stockholders to acquire 30,000 shares of Common Stock, and the full exercise of the unexercised Warrants
held by the selling stockholders to acquire 5,405,606 shares of Common Stock.

Our common stock is traded on the OTCBB under the symbol “NEON.OB”.

13
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RISK FACTORS

An investment in our common stock involves a high degree of risk. Before investing in our common stock, you should
consider carefully the specific risks detailed in this “Risk Factors” section and any applicable prospectus supplement,
together with all of the other information contained in this prospectus and any prospectus supplement or incorporated
by reference herein or therein. If any of these risks occur, our business, results of operations and financial condition
could be harmed, the price of our common stock could decline, and you may lose all or part of your investment.

Risks Related To Our Business

We may require additional capital to fund our operations, which capital may not be available on commercially
attractive terms or at all.

We may require sources of capital in addition to cash on hand to continue operations and to implement our business
plan. We project that we have sufficient liquid assets to continue operating for at least the next twelve months. We are
currently evaluating different financing alternatives, including but not limited to selling shares of our common or
preferred stock, or issuing notes that may be converted into shares of our common stock which could result in the
issuance of additional shares. If our operations do not become cash flow positive, we will be forced to seek credit
line facilities from financial institutions, additional private equity investment, or debt arrangements. No assurances
can be given that we will be successful in obtaining such additional financing on reasonable terms, or at all. If
adequate funds are not available on acceptable terms, or at all, we may be unable to adequately fund our business plan,
which could have a negative effect on our business, results of operations, and financial condition. In addition, if funds
are available, the issuance of equity securities or securities convertible into equity could dilute the value of shares of
our common stock and cause the market price to fall, and the issuance of debt securities could impose restrictive
covenants that could impair our ability to engage in certain business transactions.

We have never been profitable and we may suffer significant additional losses in the future.

Neonode Inc. was formed in 1997 and reconstituted in 2006 as a holding company, owning and operating Neonode
AB, which had been formed in 2004. We had been primarily engaged in the business of developing and selling mobile
phones. Following the liquidation of Neonode AB, we implemented a new strategy for our business. We have a
limited operating history on which to base an evaluation of our business and prospects. Our prospects must be
considered in light of the risks and uncertainties encountered by companies in the early stages of development,
particularly companies in new and rapidly evolving markets. We were not successful in selling mobile phones and
have refocused our business on licensing our touch screen technology. We may not be successful in entering the
technology licensing business. Our success will depend on many factors, including, but not limited to:

the growth of touch screen interface usage;
the efforts and success of our OEM and other customers;
the level of competition that we face; and

our ability to meet customer demand for engineering support, new technology and
ongoing service.

In addition, we have experienced substantial net losses in each fiscal period since our inception. These net losses

resulted from a lack of substantial revenues and the significant costs incurred in the development of our products and
infrastructure. Our ability to continue as a going concern is dependent on our ability to raise additional funds and
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implement our business plan.

Our limited operating history and the emerging nature of our market, together with the other risk factors set forth in

this report, make prediction of our future operating results difficult. There can also be no assurance that we will ever
achieve significant revenues or profitability or, if significant revenues and profitability are achieved, that they could
be sustained.

The report of our independent registered public accounting firm that accompanies our audited consolidated financial
statements for the years ended December 31, 2010 and 2009 contains a going concern qualification in which such firm
expressed substantial doubt about our ability to continue as a going concern. In addition to our history of losses, our
accumulated deficit as of September 30, 2011 was approximately $126.6 million. For the nine months ended
September 30, 2011, we used cash in operations of approximately $1.4 million.
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Our operating results may fluctuate significantly as a result of a variety of factors, many of which are outside of our
control.

We are subject to the following factors, among others, that may negatively affect our operating results:
* the announcement or introduction of new products by our competitors;

* our ability to upgrade and develop our products and infrastructure to accommodate
growth;

* our ability to attract and retain key personnel in a timely and cost effective manner;
¢ technical difficulties;

* the amount and timing of operating costs and capital expenditures relating to the
expansion of our business, operations, and infrastructure; and

* general economic conditions as well as economic conditions specific to the
hand-held device and/or touch screen industry.

As a result of our limited operating history and the nature of the markets in which we compete, it is extremely difficult
for us to forecast accurately. We have based our current and future expense levels largely on our investment plans and
estimates of future events, although certain of our expense levels are, to a large extent, fixed. We may be unable to
adjust spending in a timely manner to compensate for any unexpected revenue shortfall. Accordingly, any significant
shortfall in revenues relative to our planned expenditures would have an immediate adverse effect on our business,
results of operations and financial condition. Further, as a strategic response to changes in the competitive
environment, we may from time to time make certain pricing, service, or marketing decisions that could have a
material and adverse effect on our business, results of operations, and financial condition. Due to the foregoing
factors, our revenues and operating results are and will remain difficult to forecast.

If we fail to develop and introduce new products and services successfully and in a cost effective and timely manner,
we will not be able to compete effectively and our ability to generate revenues will suffer.

We operate in a highly competitive, rapidly evolving environment, and our success depends on our ability to develop
and introduce new products, technology, and services that our customers and end users choose to buy. If we are
unsuccessful at developing and introducing new products, technology, and services that are appealing to our
customers and end users with acceptable quality, prices and terms, we will not be able to compete effectively and our
ability to generate revenues will suffer.

The development of new products, technology, and services is very difficult and requires high levels of innovation.
The development process is also lengthy and costly. If we fail to anticipate our end users’ needs or technological trends
accurately or if we are unable to complete the development of products and services in a cost effective and timely
fashion, we will be unable to introduce new products and services into the market or successfully compete with other
providers.

As we introduce new or enhanced products or integrate new technology into new or existing products, we face risks
including, among other things, disruption in customers’ ordering patterns, inability to deliver new products or
technologies to meet customers’ demand, possible product and technology defects, and potentially unfamiliar sales and
support environments. Premature announcements or leaks of new products, features, or technologies may exacerbate
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some of these risks. Our failure to manage the transition to newer products or the integration of newer technology into
new or existing products could adversely affect our business, results of operations, and financial condition.

We are dependent on the ability of our customers to design, manufacture and sell their products that incorporate our
touch screen technologies.

Our products and technologies are licensed to other companies which must be successful in designing, manufacturing
and selling the products that incorporate our technologies. If our customers are not able to design, manufacture or sell
their products, or are delayed in producing their products, our revenues, profitability, and liquidity, as well as our
brand image, may be adversely affected.
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We must significantly enhance our sales and product development organizations.

We will need to improve the effectiveness and breadth of our sales operations in order to increase market awareness
and sales of our technologies, especially as we expand into new market segments. Competition for qualified sales
personnel is intense, and we may not be able to hire the kind and number of sales personnel we are targeting.
Likewise, our efforts to improve and refine our products require skilled engineers and programmers. Competition for
professionals capable of expanding our research and development organization is intense due to the limited number of
people available with the necessary technical skills. If we are unable to identify, hire, or retain qualified sales,
marketing, and technical personnel, our ability to achieve future revenue may be adversely affected.

We will need to increase the size of our organization, and we may be unable to manage our growth effectively.

Our failure to manage growth effectively could have a material and adverse effect on our business, results of
operations and financial condition. We anticipate that expansion of our organization will be required to address
internal growth to handle licensing and research activities. This expansion may place a significant strain on
management, operational, and financial resources. To manage the expected growth of our operations and personnel,
we must both improve our existing operational and financial systems, procedures, and controls, and implement new
systems, procedures, and controls. We must also expand our finance, administrative, and operations staff. Our
current personnel, systems, procedures, and controls may not adequately support future operations. Management may
be unable to hire, train, retain, motivate, and manage the necessary personnel, or to identify, manage and exploit
existing and potential strategic relationships and market opportunities.

We are dependent on the services of our key personnel.

We are dependent on our current management for the foreseeable future. The loss of the services of any member of
management could have a materially adverse effect on our operations and prospects.

We are dependent on a few customers.

Currently, we have entered into license agreements with eleven customers. Our accounts receivable as of September
30, 2011 was due from five customers. Our net revenues for the three months ended September 30, 2011 was earned
from six customers, three of which accounted for approximately 94% of our total net revenues for this period. Our net
revenues for the nine months ended September 30, 2011 was earned from eight customers, three of which accounted
for approximately 89% of our net revenues for this period. Our customers are located in the US, Europe and Asia.

In the future, loss of any of these customers, a reduction in sales to any of these customers for any reason, or a
failure of any of these customers to fulfill their financial or other obligations due to us could have a materially adverse
affect on our business, financial condition, and future revenue stream.

If third parties infringe our intellectual property or if we are unable to secure and protect our intellectual property, we
may expend significant resources enforcing our rights or suffer competitive injury.

Our success depends in large part on our proprietary technology and other intellectual property rights. We rely on a
combination of patents, copyrights, trademarks and trade secrets, confidentiality provisions, and licensing
arrangements to establish and protect our proprietary rights. Our intellectual property, particularly our patents, may
not provide us with a significant competitive advantage. If we fail to protect or to enforce our intellectual property
rights successfully, our competitive position could suffer, which could harm our results of operations.
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Our pending patent and trademark applications for registration may not be allowed, or others may challenge the
validity or scope of our patents or trademarks, including patent or trademark applications or registrations. Even if our
patents or trademark registrations are issued and maintained, these patents or trademarks may not be of adequate scope
or benefit to us or may be held invalid and unenforceable against third parties.
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We may be required to spend significant resources to monitor and police our intellectual property rights. Effective
policing of the unauthorized use of our products or intellectual property is difficult and litigation may be necessary in
the future to enforce our intellectual property rights. Intellectual property litigation is not only expensive, but
time-consuming, regardless of the merits of any claim, and could divert attention of our management from operating
the business. Despite our efforts, we may not be able to detect infringement and may lose competitive position in the
market before they do so. In addition, competitors may design around our technology or develop competing
technologies. Intellectual property rights may also be unavailable or limited in some foreign countries, which could
make it easier for competitors to capture market share.

Despite our efforts to protect our proprietary rights, existing laws, contractual provisions and remedies afford only
limited protection. Intellectual property lawsuits are subject to inherent uncertainties due to, among other things, the
complexity of the technical issues involved, and we cannot assure you that we will be successful in asserting our
intellectual property rights. Attempts may be made to copy or reverse engineer aspects of our products or to obtain
and use information that we regard as proprietary. Accordingly, we cannot assure you that we will be able to protect
our proprietary rights against unauthorized third party copying or use. The unauthorized use of our technology or of
our proprietary information by competitors could have an adverse effect on our ability to sell our products.

We have an international presence in countries whose laws may not provide protection of our intellectual property
rights to the same extent as the laws of the United States, which may make it more difficult for us to protect our
intellectual property.

As part of our business strategy, we target customers and relationships with suppliers and original equipment
manufacturers in countries with large populations and propensities for adopting new technologies. However, many of
these countries do not address misappropriation of intellectual property nor deter others from developing similar,
competing technologies or intellectual property. Effective protection of patents, copyrights, trademarks, trade secrets
and other intellectual property may be unavailable or limited in some foreign countries. In particular, the laws of some
foreign countries in which we do business may not protect our intellectual property rights to the same extent as the
laws of the United States. As a result, we may not be able to effectively prevent competitors in these regions from
infringing our intellectual property rights, which could reduce our competitive advantage and ability to compete in
those regions and negatively impact our business.

Changes in financial accounting standards or practices may cause unexpected fluctuations in and adversely affect our
reported results of operations.

Any change in financial accounting standards or practices that cause a change in the methodology or procedures by
which we track, calculate, record and report our results of operations or financial condition or both could cause
fluctuations in, and adversely affect, our reported results of operations and cause our historical financial information
not to be reliable as an indicator of future results.

Further deterioration in the state of the global economy and financial market conditions could adversely affect our
ability to conduct business and our results of operations.

Global economic and financial market conditions, including severe disruptions in the credit markets and the
continuing impact of the recent global economic recession may materially impact our customers and other parties with
whom we do business. Continued or further deterioration in general economic and financial market conditions could
materially adversely affect our financial condition and results of operations. Specifically, the impact of these volatile
and negative conditions may i