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An investment in our securities involves a high degree of risk. An investor should carefully consider the risks described below,
together with all of the other information included in this annual report, before making an investment decision. Our business,
financial condition or results of operations could suffer as a result of these risks. In that case, the market value of our securities
could decline, and an investor may lose all or part of his or her investment. Summary of Risk Factors: ® We have incurred net
losses since our inception and may continue to incur losses. ® We operate in a highly competitive market and the size, resources
and brand name of some of our competitors may allow them to compete more effectively than we can, which could result in a
loss of our market share and a decrease in our revenue and profitability. @ We depend on advances in technology by other
companies and if those advances do not materialize or are not accessible to us, some of our anticipated new products could be
delayed or cancelled. ® Our products could infringe on the intellectual property rights of others. ® If we lose our rights under
our third- party technology licenses, our operations could be adversely affected. General Business and Industry Risks Related
to-OurBustress-We reported a net loss of § 46-50 , 763-149 , 573-077 for the year ended December 31, 2022-2023 , a net loss of
$ 40,377763 , +66-573 for the year ended December 31, 20242022 , and a net loss of $ 4740 , 952-377 , +72-160 for the year
ended December 31, 20202021 . We have an accumulated deficit of $ 243-293 , 835984 , H6-793 as of December 31, 2022
2023 . We may not achieve or maintain profitability in the future. We will need to increase sales in order to achieve and maintain
profitability. In addition, we expect that our expenses relating to product development and research, sales and marketing, as well
as our general and administrative costs, may increase as our business grows. If we do not achieve and maintain profitability, our
financial condition will ultimately be materially and adversely affected and we would eventually be required to raise additional
capital. We may not be able to raise any necessary capital on commercially reasonable terms or at all. If we fail to achieve or
maintain profitability on a quarterly or annual basis within the timeframe expected by investors, the market price of our
common stock may decline. We operate in a highly competitive and complex market and believe our future success depends
in part on our ability to effectively manage the growth and increased complexity of our business. The following factors
could present difficulties to us: ® Managing our ongoing research and development efforts associated with the
development of new products based on emerging and innovative technologies; ® Managing product quality issues to
minimize higher- than- expected warranty claims or returns that could harm our business and operating results;
Managing our rights under our third- party technology licenses to avoid losing any competitive advantages in the market
or the ability to commercialize certain products or technologies completely, which could substantially decrease our
revenues; ® Managing our marketing initiatives effectively to generate sufficient levels of product and brand awareness;
e Managing our technical support, firmware or software updates on products to maintain customer satisfaction; o
Managing the need to replace and regularly introduce on a timely basis new products and technologies, enhance existing
products, and effectively stimulate customer demand for new products and upgraded or enhanced versions of our
existing products; e Managing the maintenance and further development of our sales channels for our products,
including developing and supporting our value- added resellers (VARs), distributors and retail sales channels, many of
which offer products from several different manufacturers and could give a higher priority to selling the-other
companies’ products. The size, resources and brand name of some of our competitors may allow them to compete more
effectively than we can, which could result in a loss of our market share and a decrease in our revenue and profitability. The
market for head- worn display devices, including AR and Smart Glasses, is highly competitive. Further, we expect competition
to intensify in the future as existing competitors introduce new and more competitive offerings alongside their existing products,
and as new market entrants introduce new products into our markets. We compete against established, well- known diversified
consumer electronics manufactmers lncludlng sueh—as—Samqung Electronlcs Co. Sony Corporatlon LG Electronics (LGE)
HTC, Lenovo, and {arg v

many of our current competitors have %ubqtantlal market share, 10nger operating histories, larger
intellectual property portfolios, diversified product lines, ability to bundle competitive offerings with our products and services,
well- established supply and distribution systems, strong worldwide brand recognition and greater financial, marketing, research
and development and other resources than we do. Moreover, smartphones, tablets, and new wearable devices with ever-
expanding video display screens, including foldable and expandable screens, and ever- increasing computing power have
significantly improved the mobile personal computing experience. In the future, the-most all large consumer electronics
manufacturers of these-these devices, such as Apple Inc., Samsung, LGE, Lenovo, Alphabet / Google, Snap, Garmin, Meta /
Facebook, Microsoft and others may design or develop products similar to ours. In addition to competition or potential
competition from large, established companies, new companies may emerge and offer competitive products. Further, our current
and prospective competitors may consolidate with each other or acquire companies that will allow them to develop products that
better compete with our products, which would intensify the competition that we face and may also disrupt or lead to
termination of our distribution, technology and content partnerships. Increased competition may result in pricing pressures and
reduced profit margins and may impede our ability to increase the sales of our products, any one of which could substantially
harm our business and results of operations. Our lack of long- term purchase orders and commitments from our customers may
lead to a rapid decline in our sales. All of our customers issue purchase orders solely at their own discretion, often shortly before
the requested date of shipment. Our customers are generally able to cancel orders (without penalty) or delay the delivery of
products on relatively short notice. In addition, our current customers may decide not to purchase products from us for any



reason. If those customers do not continue to purchase our products, our sales volume could decline rapidly with little or no
warning. We-17We cannot currently rely on long- term purchase orders or commitments to protect us from the negative
financial effects of a decline in demand for our products. We typically plan our production and inventory levels based on
internal forecasts of customer demand, which are highly unpredictable and can fluctuate substantially. The uncertainty of
product orders makes it difficult for us to forecast our sales and allocate our resources in a manner consistent with our actual
sales. Moreover, our expense levels and the amounts we invest in capital equipment and new product development costs are
based in part on our expectatiom of future %ale% and if our expectatiom regarding future sales are inaccurate, we may be unable

technology by othel companies and if those advances do not materialize, some of our dnt1c1pated new products could be del"lyed
or cancelled. We rely on and will continue to rely on technologies (including micro- displays, mobile computing electronics and
operating systems) that are developed and produced by other companies. The commercial success of certain of our planned
future products will depend in part on advances in these and other technologies by other companies. We may, from time to time,
contract with and support companies developing key technologies in order to accelerate the development of them for our
specific uses. Such activities might not result in useful technologies or components for us. We are attempting to mitigate this
risk by exploring ways to develop our own micro- display technologies using mtere-microLED £EB-and laser scanning
displays, but there can be no assurance that we will be successful in doing so. If micro- display- based personal displays or near-
eye displays do not gain greater acceptance in the market for mobile displays, our business strategy may fail. The mobile display
market is dominated by displays larger than one- inch, most of which are based on direct view liquid crystal display (LCD) and
organic light emitting display (OLED) technology. A number of large established global companies have made and continue to
make substantial investments in, and are conducting research to improve characteristics of, handheld direct view LCDs and
OLED displays. Advances in direct view LCD and OLED technology, satere-microLED £EB-or other technologies, including
foldable and stretchable displays may overcome current market limitations and permit them to remain or become more attractive
technologles for persondl v1ewmg apphcatlons Wthh could limit the potential market for our near- eye dlsplay dnd computlng

s{-fa’fegy—ma-y—f"ul There are a numbel of competmg pr0v1ders of micr dlsplay bdsed pelsonal dlsplay teehnology, including
smart glasses, and we may fail to capture a substantial portion of the personal wearable display market. In addition to competing
with direct view dlsplays we also compete with mlero display- bdsed pelsonal dlsplay teehnologles that have been developed




ep%mveﬁt—HJEGVa}ve—]:GE—N-—Real—Epseﬂ—Zebfa—&ﬂdﬁeeupﬂe Numerou% other start- up companies have announced their
intentions to. offer smart gla%%es and AR produetq and developel kits in the near future. Further;-industry-blogshavespeeutated

—Most of our competitors have greater financial,
marketing, dlqtnbutlon and technlcal resources than we do. Moreover our competitors may succeed in developing new micro-
display- based personal display technologies and near- eye display products that are more affordable or have more desirable
features than our technology. If our produets are unable to capture a rea%onable portion of the smart Wearable display market,
our business itrategy may fall Prod 8 atre- s Arra 0

eonditton—Our produets could hkely experlenee deehnlng unit prices and we may not be able to offset that dechne Wlth
production cost decreases or higher unit sales. In the markets in which we compete, prices of established consumer electronics
displays, personal computers, and mobile products tend to decline significantly over time or as new enhanced versions are
introduced, frequently every +842-12 to 24 months. In order to maintain adequate product profit margins over the long term, we
believe that we will need to continuously develop product enhancements and new technologies that will either slow price
declines of our products or reduce the cost of producing and delivering our products. While we anticipate many opportunities to
reduce production costs over time, we may not be able to reduce our component costs. We expect to attempt to offset the
antteipated-18anticipated decrease in our average selling price by introducing new products, increasing our sales volumes or
adjusting our product mix. If we fail to do so, our results of operations will be materially and adversely affected | Our products
could infringe on the...... these results could substantially decrease our revenues . Our business depends in part on access to
third- party platforms or technologies, and if the access is withdrawn, denied, or is not available on terms acceptable to us, or if
the platforms or technologies change without notice to us, our business and operating results could be adversely affected. With
the growth of mobile devices and personal voice assistants, cloud services and Al, the number of supporting platforms has
grown, and with it the complexity and increased need for us to have business or contractual relationships with the platform
owners in order to produce products compatible with these platforms and enable access to and use of these platforms with our
products. Our product strategy includes current and future products designed for use with third- party platforms or software,
such as iPhone, Android phones, Google Assistant and Amazon Alexa. Our business in these categories relies on our access to
the platforms of third parties, some of whom are our competitors. Platform owners who are competitors may limit or decline
access to their platforms, and in any case have a competitive advantage in designing products for their own platforms and may
produce products that work better, or are perceived to work better, than our products in connection with those platforms. As we
expand the number of platforms and software applications with which our products are compatible, we may not be successful in
launching products for those platforms or software applications and / or we may not be successful in establishing strong
relationships with the new platform or software owners, which could negatively impact our ability to develop and produce high-
quality products on a timely basis for those platforms and software applications. We may otherwise fail to navigate various new
relationships, which could adversely affect our relationships with existing platform or software owners. Our access to third-
party platforms may also require paying a royalty or licensing fee, which lowers our product margins or may otherwise be on
terms that are not acceptable to us. In addition, the third- party platforms or technologies used to interact with our product
portfolio can be delayed in production or can change without prior notice to us, which can result in our having excess inventory,
lower margins, or customer support issues. If we are unable to access third- party platforms or technologies, or if our access is
withdrawn, denied, or is not available on terms acceptable to us, or if the platforms or technologies are delayed or change
without notice to us, our business and operating results could be adversely affected. Our MicroLED and exclusive license and
investment with Atomistic may not be renewed and its carrying value may be not recoverable. The Company signed a



series of agreements with Atomistic SAS (“ Atomistic ”), a French company that is developing new microLED displays
and related technologies. These agreements provided for an exclusive license by the Company of key microLED
technology, for cash commitments totaling $ 30 million (which has been fully paid as of the date of this 10- K report)
along with equity issuance commitments to be made by the Company relating to certain deliverables and the
achievement of performance milestones by Atomistic. This is a multi- year project, with much of it being research and
development work regarding new IP. If this technology takes longer to commercialize, or fails to achieve its expected
results, the future value of the license and Vuzix’ issued share investments would be at risk and could result in the full
loss of those related amounts on our financial statements. Further, until the Company achieves a near 100 % ownership
in Atomistic by the issuance of Vuzix shares for the completion of development milestones, or is permitted to waive them
and accelerate the share issuances to gain 100 % ownership of Atomistic, the Company and the current owners of
Atomistic must negotiate every 12 to 24 months new funding contributions for the extension of the Company’ s exclusive
license. If such amounts cannot be reasonably negotiated or would be considered too large by Vuzix in the future, failure
to pay the additional license fees would result in the termination of Vuzix’ existing license to the Atomistic technologies.
Our use of open - source software could negatively affect our ability to sell our products and could subject us to possible
litigation. We incorporate open - source software into our products. Open - source software is generally licensed by its authors
or other third parties under open - source licenses. Some of these licenses contain requirements that we make avatable
19available source code for modifications or derivative works we create based upon the open - source software, and that we
license such modifications or derivative works under the terms of a particular open - source license or other license granting
third parties certain rights of further use. Additionally, if a third- party software provider has incorporated open - source
software into software that we license from such provider, we could be required to disclose any of our source code that
incorporates or is a modification of our licensed software. If an author or other third- party thet-whe distributes open source
software that we use or license were to allege that we had not complied with the conditions of the applicable license, we could
be required to incur significant legal expenses defending against those allegations and could be subject to significant damages,
enjoined from offering or selling our products that contained the open source software , and be required to comply with the
foregoing conditions. Any of the foregoing could disrupt and harm our business and financial condition. 2+0ur--- Qur
dependeree-operating results may be adversely impacted by worldwide political,economic,public health uncertainties,wars and
specific conditions in the markets we address.Any worsening of global economic,financial,or public health conditions,including
global pandemics,such as COVID- 19,could materially adversely affect (i) our ability to raise,or the terms of , needed capital;(ii)
demand for our current and future products;and (iii) the supply of components for our products.We cannot predict the
timing,strength,or duration of any economic slowdown or subsequent economic recovery, worldwide;-or such impact on
fluetuations-the display industry .Due to our significant level of international operations,including the use of foreign suppliers
and contract manufactures,we are subject to international operational,financial,legal,political and public health risks which could
harm our operating results. We purchase product components from our suppliers and engage third- party contract manufacturing
firms to perform electronic circuit board and cable assemblies.We assemble our finished products to our plant in West
Henrietta,New York.Additionally,we use our West Henrietta,New Y ork facility for the production of waveguides and their
related display engines and intend to do so for some time.In the future,our mature products could have their final assembly
performed outside the United States.Accordingly,a substantial part of our operations,including manufacturing of certain
components used in our products,could be outside of the United States and many of our customers and suppliers have some or
all of their operations in countries other than the United States.Risks associated with our doing business outside of the United
States include:® compliance burdens and costs with a wide variety of foreign laws and regulations,particularly
labor,environmental and other laws and regulations that govern our operations in those countries; 27-e legal uncertainties
regarding foreign taxes,tariffs,border taxes,quotas,export controls,export licenses,import controls and other trade barriers;®
economic instability and high levels of inflation in the countries of our suppliers and customers,particularly in the Asia- Pacific
region,causing delays or reductions in orders for their products and therefore our sales-sales to-distributors-; ® political or
public health instability , ¥ARs-including global pandemics , such as COVID- 19, in the countries in which our suppliers
operate; ® changes or volatility in currency exchange rates; and reseHers-iereases-e difficulties in collecting accounts
receivable and longer accounts receivable payment cycles. Any of the-these factors could harm our own, our suppliers’
and our customers’ international operations and businesses and impair our and / or their ability to continue expanding
into international markets. 20Cybersecurity risks could adversely affect our business and disrupt our operations. The
threats to network and data security are increasingly diverse and sophisticated. Despite our efforts and processes to
prevent breaches, our devices, as well as our servers, computer systems, and those of managing-third parties that we use
in our operations are vulnerable to cybersecurity risks, including cyber- attacks such as viruses and worms, phishing
attacks, denial- of- service attacks, physical eur- or suppty-ehain-electronic break- ins, employee theft or misuse, and
similar disruptions from unauthorized tampering with our servers and computer systems or those of third parties that we use in
our operations,which could lead to interruptions,delays,loss of critical data,unauthorized access to user data,and loss of
consumer confidence.In addition,we may be the target of email scams that attempt to acquire personal information or eentpany
Company assets.Despite our efforts to create security barriers to such threats,we may not be able to entirely mitigate these
risks.Any cyber- attack that attempts to obtain our or our users’ data and assets,disrupt our service,or otherwise access our
systems,or those of third parties we use,if successful,could adversely affect our business,operating results,and financial
condition,be expensive to remedy,and damage our reputation.In addition,any such breaches may-may result in exeesstventory
negative publicity, adversely affect er-our brand, decrease demand inrventory-shertages—Many-of our-vartous-reseler
relattonships-for our Smart-Glasses-and-AR-products and their-aeeessories-services, and adversely affect our operating results
and financial condition. Our business and financial performance may be adversely affected by cyber- attacks on



information technology infrastructure and products, as well as changes in cybersecurity and if our information
technology security systems were infiltrated and confidential and / or proprietary information were taken, we could be

subject involve-them-takinginventory-positions-and-reseling-to multiple-fines, lawsuits and loss of customers. Significantly

larger organlzatlons with much greater resources than us have been U—nder—seme—pess&-b-}e-dﬁtﬂbtrtefre}&&eﬂshrps—we
o P - the eﬁd-user—eustemers—&ﬂd-wctlm of cybercrlmes

0 ; otid d b oters-or-our fesel-}efs-lnternet
securlty we—weﬁ%d-be—requﬁed-and our Internet securlty systems have detected 0uts1de orgamzatlons attempting to install
Trojan virus software packages in our systems. We rely on our distributors-electronic information systems to aeeurately
perform routine transactions to run our business. We transact business over the Internet with customers, vendors and
our subsidiaries and have implemented security measures to protect against unauthorized access to this information. We
have also implemented security policies that limit access via the Internet from the Company to the outside world based
on the individual’ s position in the Company. We routinely receive security patches from software providers for the
software we use. Our primary concerns are inappropriate access to personnel information, information covered under
the International Traffic in Arms Regulation, product designs and manufacturing information, financial information
and our intellectual property, trade secrets and know- how. Our business may be impacted by disruptions to our own or
third- party information technology (IT) infrastructure, which could result from, among other causes, cyberattacks on
or failures of such infrastructure or compromises to its physical security. Cybersecurity threats are continuously
evolving and include, but are not limited to, both attacks on our IT infrastructure and attacks on the IT infrastructure of
our customers, suppliers, subcontractors and other third parties with whom we do business routinely, both on premises
and in the cloud, attempting to gain unauthorized access to our confidential, proprietary, or otherwise protected
information, classified information, or information relating to our employees, customers and other third parties, or to
disrupt our systems or the systems of third parties. We are also exposed to the risk of insider threat attacks. Any such
attacks could disrupt our systems or those of third parties, impact business operations, result in the unauthorized release
of confidential, proprietary, or otherwise protected information, and corrupt our data or that of third parties. The
threats we face are continuous and evolving and vary in degree of severity and sophistication. These threats include
advanced persistent threats from highly organized adversaries, including but not limited to cyber criminals, nation
states and so- called hacktivists, particularly those adverse to the security interests of the U. S. and its allies, which target
us and other defense contractors. These types of threats are related to the geopolitical environment and have, therefore,
grown in number due to recent geopolitical conflicts. In addition, as a result of the rapid pace of technological change, we
and our customers, suppliers, subcontractors and other third parties with whom we conduct business continue to rely on
legacy systems and software, which can be more vulnerable to cyber threats and attacks. Moreover, we, like other
companies, are seeing an unprecedented number of previously unknown vulnerabilities, for which there are no known
mitigations, being revealed by new attacks. Further, the sophistication, availability and use of artificial intelligence by
threat actors present an increased level of risk. Due to the evolving threat landscape, we have experienced and expect to
continue to experience more frequent and increasingly advanced cyber- attacks. In addition, changes in domestic and
international cybersecurity- related laws and regulations have expanded cybersecurity- related compliance
requirements, and cybersecurity regulatory enforcement activity has grown. We expect the regulatory 21environment to
continue to evolve, and staying apace with these regulatory changes could increase our operational and compliance
expenditures and those of our suppliers, and lead to new or additional IT and product development expenses. We also
face reputational, litigation and financial risks in relation to potential required disclosures and increased risk of
enforcement. We continue to make investments and adopt measures designed to enhance our protection, detection,
response, and recovery capabilities, and to mitigate potential risks to our technology, products, services and operations
from potential cybersecurity threats, as well as to comply with evolving regulations. However, given the unpredictability,
nature and scope of cyber- attacks, it is possible that we are unable to defend against all cyber- attacks, that potential
vulnerabilities could go undetected and persist in the environment for an extended period, or that we may otherwise be
unable to mitigate customer losses and other potential consequences of these attacks. In some cases, we must rely on the
safeguards put in place by our customers, suppliers, subcontractors and other third parties to protect against and report
inrventorytevels-cyber threats and attacks. We could potentially be subject to production foreeasts—Fhis-mayreqtire
downtimes, operational delays, other detrimental impacts on our operations or ability to provide products and services
to our customers, the compromise of confidential information, intellectual property or otherwise protected information,
misappropriation, destruction or corruption of data, security breaches, other manipulation or improper us-use of our or
third- party systems, networks or products, financial losses from remedial actions, loss of business, or potential liability,
penalties, fines and / or damage to manage-our reputation. Any of these could have a mere-eomplex-supply-chain-and
menitor-the-material adverse effect on our competitive position, results of operations, financial condition and-eredit
worthintess-ofour— or distributors-and-VARs-and-liquidity. Due to thei-ﬁ—— the evolvmg nature maje%eﬂd—usefeﬁstemefs—eﬁr
fatlure-to-manage-one-or-more-of these-such risks , the d e A 0 :
otr-operating results-and-finanetal-eondition-of any potential 1nc1dent cannot be predlcted \‘\ may lose the services of key

management personnel and may not be able to attract and retain other necessary personnel. Changes in our management could
have an adverse effect on our business jand , in particular, while our staff is relatively small with just everunder 100 employees
and full- time foreign contractors globally, we are dependent upon the active participation of several key management
personnel, including Paul Travers, our President and Chief Executive Officer. Mr. Travers is critical to the strategic direction




and overall management of our eempany-Company as well as our research and development process. The loss of Mr. Travers
could adversely affect our business, financial condition , and operating results. We do not carry key person life insurance on any
of our senior management or other key personnel. Our Executive Vice President and Chief Financial Officer, Grant Russell, a
Canadian citizen, currently has his principal residence in Vancouver, Canada and a second residence in West Henrietta, New
York. If he becomes unable to fegalty-er-effietently-travel to ;-and work in the United States, his ability to perform some of his
duties could be materially adversely affected. We need to hire and retain highly skilled technical personnel as employees and
independent contractors in order to develop our products and grow our business. The competition for highly skilled technical,
managerial , and other personnel is at times intense. Our human capital and labor issues related to recruiting and retention
success is substantially dependent upon our ability to offer competitive salaries and benefits to our employees. We must compete
with companies that possess greater financial and other resources than we do and that may be more attractive to potential
employees and contractors. To be competitive, we may have to increase the compensatlon bonuses stock options and other
fringe beneﬁts we offer to employees in order to attract and retain sueh-personte g v Rany-emp

maﬁageﬁaeﬂt—ef—such personnel The costs of retaining or attracting new personnel may have a material adverse effect on our
business and operating results. If we fail to attract and retain the technical and managerial personnel required to be successful,
our business, operating results and financial condition could be materially adversely affected. Operational Risks-RisksThe
Relatedto-ManufaeturingThe-manufacture of waveguides encompasses several complex processes , and several steps of our
production processes are dependent upon certain critical machines and tools which could result in delivery interruptions, which
could adversely affect our operating results. Our product technology and manufacturing processes are evolving which can result
in production challenges and difficulties. We may be unable to produce our products in sufficient quantity and quality to
maintain existing customers and attract new customers. In addition, we may experience manufacturing problems which could
result in delays in delivery of orders or product introductions. We currently do not have full equipment redundancy in our
manufacturing facility. If we experience any significant disruption in the operation of our manufacturing facility or a serteus
22serious failure of a critical piece of equipment, we may be unable to supply products to our customers in a timely manner.
Interruptions in our manufacturing could be caused by equipment problems, the introduction of new equipment 22inte--- into
the manufacturing process or delays in the delivery of new manufacturing equipment. Lead- time for delivery, installation,
testing, repair and maintenance of manufacturing equipment can be extensive. We have experienced production interruptions in
the past and no assurance can be given that we will not lose potential sales or be able to meet production orders due to future
production interruptions in our manufacturing lines. Our waveguide and display engine products are subject to lengthy OEM
development periods. We intend to sell some of our waveguide and display engines with micro- displays to OEMs with the
objective that they then incorporate them into products they sell. To date, this business has not been a material contributor to our
overall revenues, but it could become so in the future. OEMs determine during their product development phase whether they
will incorporate our products. The time elapsed between initial sampling of our products by OEMs, the custom design of our
products to meet specific OEM product requirements, and the ultimate incorporation of our products into OEM products is
significant, often with a duration of between one to two years or even longer. If our products fail to meet our eventual OEM
customers’ cost, performance or technical requirements or if unexpected technical challenges arise in the integration of our
products into OEM consumer products, our operating results could be significantly and adversely affected. Long delays in
achieving customer qualification and incorporation of our products also could adversely affect our business. We depend on third
parties to provide integrated circuit chip sets , micro- displays and other critical components for use in our products. We do not
manufacture the integrated circuit chip sets, microprocessors, wireless chips, optics, micro- displays, backlights, projection
engines, printed circuit boards or other electronic components which are used in our products. Instead, we purchase them from
third- party suppliers or rely on third- party independent contractors for these integrated circuit chip sets and other critical
components, some of which are customized or custom made for us. We also may use third parties to assemble all or portions of
our products. Some of these third- party contractors and suppliers are small companies with limited financial resources. In
addition, any partial or full government- mandated shutdowns resulting from health epidemics like COVID- 19 may cause
supply chain disruptions. If any of these third- party contractors or suppliers were unable or unwilling to supply these integrated
circuit chip sets or other critical components to us, we would be unable to manufacture and sell our products until a suitable
replacement supplier could be found. We may be unable to find, if and when needed, a replacement third- party contractor or
supplier on reasonable terms or in a timely manner. Any interruption in our ability to manufacture and distribute our products
could cause our business to be unsuccessful. RisksRelated-te-Our Commen-StoekTherights-dependence on sales to
distributors, VARs, and resellers increases the risks of helders-managing our supply chain and may result in excess
inventory or inventory shortages. Many of eemmen-steek23We-We rely on third- party suppliers,some of which are sole-
source suppliers,to provide components for our products which may lead to supply shortages,long lead times for
components,and supply changes,any one of which could disrupt our supply chain,may increase our costs,and we may eause-ts-to
be unable to meet the demands of our customers and end- users on a timely basis.Our ability to meet customer demand
depends,in part,on our ability to obtain timely and adequate delivery of components for our products.All of the components that
go into the manufacturing of our smart glasses products and accessories,other than waveguide optics,are sourced from third-
party suppliers.The availability of certain of the components that we require to produce our AR Smart Glasses and other near-
eye display products may decrease.Some of the key components used to manufacture our products come from a limited or single
source of supply,or by a supplier that could potentially become a competitor.Our contract manufacturers generally purchase
these components on our behalf from approved suppliers. may be impaired-by-unpredictable. We do not currently own or
operate any manufacturing facilities for any types of micro- displays, one of the key components in our products. Certain
other components and services necessary for the manufacture of our products are available from only a limited number



of sources, and other components and services are only available from a single source. Our relationship with these source
companies generally is on a purchase order basis and these firms do not have a contractual obligation to provide
adequate supply or acceptable pricing to us on a long- term basis. These firms could discontinue sourcing components
for us at any time. If any of these firms were to discontinue their relationship with us, or discontinue providing specific
products to us, and we are unable to contract with a new supplier that can meet our requirements, or if they or such
other supplier were to suffer a disruption in their production, we could experience disruption of our inventory flow, a
decrease in sales and the possible futare-tssuanee-need to re- design our products. Any such event could disrupt our
operations and have an adverse effect on our business, financial condition and results of preferred-stoek-operations.
Several new LCOS, alternative OLED, as well as microLED suppliers have begun offering micro- displays suitable for
use in our products. With new tooling and electronics, any one of these alternative displays could be incorporated into
our products but our costs of production could be higher, they may offer less performance, and, as a result, may make
our products too costly and less desirable . Our Boeard-facilities and information systems and those of Bireetors-our key
suppliers could be damaged has-—-asa result fhe—ﬂght—wrtheﬂt—&ppfeva-l—ot dlsasters t-he—he}éers—ef—ettﬁ or unpredlctable

W ; tghts-w Imh could have an advefsebh adverse affeet-effect on
our busmess operatlons. We operate the majority of our business from one campus location in West Henrietta, New
York (a suburb of Rochester). We also rely on third- party manufacturing plants in the United States and Asia and
third- party logistics, sales and marketing facilities in Japan and Europe, and in the-other parts veting-power-and-equity
interest-of the world to provide key components for our products and services. If major disasters such as earthquakes,
pandemics, fires, floods, wars, terrorist attacks, computer viruses, transportation disasters or the-other holders-events
occur in any of eemmon-stoek-these locations , whiel-or our information systems or communications network or those of
any of our key component suppliers breaks down or operates improperly as a result of such events, our facilities or those
of our key suppliers may be seriously damaged, and we may have to stop or delay production and shipment of our
products. We may also incur expenses relating to such damages. If production or shipment of our products or
components is stopped or delayed or if we incur any increased expenses as a result of damage to our facilities, our

busmess, operatmg results and ﬁnancnal condltlon LOUld be materlally tsSﬂed—wﬁ-}rthe—rrght—te—mere—ﬂ&an—eﬂeﬂfete—per—s%mre—

fakeever—&&empts—eet&d—dd\ er selv a—ffeet—affected t-he—pﬂee-e-ﬁemeeemfneﬂ—steek F1nanc1al and Market R1sks24We A—l-thettgh

dl\ 1dends in the past and do not expeet to pay dl\ idends in the futule on our common stock. We have never pdld Cdsh dividends
on our common stock and do not anticipate paying cash dividends in the foreseeable future. The payment of dividends on our
common stock will depend on earnings, financial condition, and other business and economic factors affecting us at such time as
our Board of Directors may consider relevant. If we do not pay dividends, our common stock may be less valuable because a
return on a stockholders’ investment will only occur if our stock price appreciates. 236ut~—- Our stock price may be volatile in
the future. The trading price of our common stock has been subject to wide fluctuations in response to quarter- to- quarter
variations in results of operations, announcements of technological innovations or new products introduced by us or our
competitors, general conditions in the wireless communications, consumer electronics, semiconductor and display markets,
changes in earnings estimates by analysts or other events or factors. In addition, the public stock markets recently have
experienced high price and trading volatility. The risks related to rising inflation and rising interest rates could have a material
impact on our revenues and costs. This volatility has significantly affected the market prices of securities of many technology
companies for reasons frequently unrelated to the operating performance of the specific companies. These broad market
fluctuations may adversely affect the market price of our common stock. There is uncertainty regarding the exclusive forum
clause in our amended and restated bylaws. Our amended and restated bylaws include a clause that provides that the Court of
Chancery of the State of Delaware will be the exclusive forum for certain types of actions that may be brought against us. There
is uncertainty as to whether we would seek to, or whether we could successfully, apply this exclusive forum provision to any
actions that may be brought against us under the Securities Aet-Acts . Additional stock offerings in the future may dilute then
existing stockholders’ percentage ownership of our eempany-Company . Given our capital plans, needs and expectations, we
may issue additional shares of common stock , preferred stock or securities convertible or exercisable for shares of common
stock, including convertible preferred stock, convertible notes, stock options or warrants. The issuance of additional securities in
the future will dilute the percentage ownership of the then existing stockholders. General-RiskFaetorsOur-fature-growth-If our
estimates or judgments relating to our critical accounting policies prove to be incorrect, our operating results could be
adversely affected. The preparation of financial statements in conformity with U. S. GAAP requires management to
make estimates and profitability-assumptions that affect the amounts reported in the consolidated financial statements
and accompanying notes. We base our estimates on historical experience and on various other assumptions that we
believe to be reasonable under the circumstances, as provided in “ Management’ s Discussion and Analysis of Financial
Condition and Results of Operations ” in this Annual Report on Form 10- K. The results of these estimates form the
basis for making judgments about the carrying values of assets, liabilities, and equity, and the amount of revenue and
expenses that are not readily apparent from other sources. Significant assumptions and estimates used in preparing our
consolidated financial statements include those related to revenue recognition, inventories, product warranty reserves,
accounting for income taxes, and stock- based compensation expense. Our operating results may be adversely affected if
our matrketing-inittatives-assumptions change or if actual circumstances differ from those in our assumptions, which could
cause our operating results to fall below the expectations of securities analysts and investors, resulting in a decline in the
price of our common stock. Our results of operations may suffer if we arc not able to successfully manage effeetive-in



generatingsuffietentdevels-ofour increasing exposure to foreign exchange rate risks. A majority of our sales and cost of
components are denominated in U. S. dollars. As our business grows, both our sales and preduet-production and-brand
awareness-costs may increasingly be denominated in other currencies. Where such sales or production 25costs are
denominated in other currencies, they are converted to U. S. dollars for the purpose of calculating any sales or costs to us
. Our sales may decrease as a result of any appreciation of the U.S.dollar against these other currencies. The majority of our
current expenditures are incurred in U.S.dollars and many of our components come from countries that currently peg their
currency against the U.S.dollar.If the pegged exchange rates change adversely or are allowed to float up,additional U.S.dollars
will be required to fund our purchases of these components.Although we do not currently enter into currency option contracts or

engage in 0the1 hedgmg actlvmes ,we may do so in the future . There is no assurance that we growth-and-profitabity-fromonr
d ets-will e}epend—m—}afge—paﬁ—upeﬁ—undertake any such hedglng

act1v1t1es or that 1f we do so, t-he—they w1ll be e

reduclng the rlsks to us of sel-l—etuepre&uefs—er—our exposure -l-teeﬁse-ettf

-rnvest—meﬂt—&nd—fsneeessfu-l-lryh—— successful effeﬂn
feehﬂe-}egy—to forelgn currency ﬂuctuatlons p

awareness-. We may not achleve some be—ab’:e—te—maﬁage—etuh or m&rkeﬁng—eaqaendﬁures—en—all of the antlclpated benefits of

our equity investments. At December 31, 2023, we had equity investments in companies totaling $ 5. 8 million, where we
have limited, 1f any, control over thelr governance, ﬁnanc1al reportlng and operatlons. As a eesf-—effeet—we—ba&s—l—f—we—fa-r}
g d - result of,
we face certaln epef&&eﬁs— operatlng ﬁnanclal and other risks relatlng to these investments, including l‘lSkS related to
the financial strength of the investments. These investments may not contribute to our earnings or cash flows. In
addltlon, these companles currently in recelpt of our 1nvestment dollars may be equlred m&terta-l-ky—a&versely—a—ffeeted—

antietpate-and Regulatory Risks
ﬂﬁ-mgs—lewer—reveﬁtte—&ﬂd—e*eess—invenfew—leve}s—Our buslness and products are subject to government regulatlon and we may

incur additional compliance costs or, if we fail to comply with applicable regulations, may incur fines or be forced to suspend or
cease operations. In our current business and as we expand into new markets and product categories, we must comply with a
wide variety of laws, regulations, standards and other requirements governing, among other things, electrical safety, wireless
emissions, health and safety, e- commerce, consumer protection, export and import requirements, hazardous materials usage,
product- related energy consumption, packaging, recycling and environmental matters. Compliance with these laws, regulations,
standards and other requirements may be onerous and expensive, and they may be inconsistent from jurisdiction to jurisdiction
(including from country to country), further increasing the cost of compliance and conducting business activities. Our products
may require regulatory approvals or satisfaction of other regulatory concerns in the various jurisdictions in which they are
manufactured, sold or both. These requirements create procurement and design challenges that require us to incur additional
costs identifying suppliers and manufacturers who can obtain and produce compliant materials, parts and products. Failure to
comply with such requirements can subject us to liability, additional costs and reputational harm and, in extreme cases, force us
to recall products or prevent us from selling our products in certain jurisdictions. If there is a new regulation, or change to an
existing regulation, that significantly increases our costs of manufacturing or causes us to significantly alter the way that we
manufacture our products, this would have a material adverse effect on our business, financial condition and results of
operations. Additionally, while we have implemented policies and procedures designed to ensure compliance with applicable
laws and regulations, there can be no assurance that our employees, contractors and agents will not violate such laws and
regulations or our policies and procedures. Our products must comply with certain requirements of the U. S. Federal
Communications Commission (FCC) regulating electromagnetic radiation in order to be sold in the United States and with
comparable requirements of the regulatory authorities of the EU, Japan, China and other jurisdictions in order to be sold in those
jurisdictions. Our AR smart glasses products include wireless radios and receivers which require additional emission testing. We
are also subject to various environmental laws and governmental regulations related to toxic, volatile, and other hazardous
chemicals used in the third- party components incorporated into our products, including the Restriction of Certain Hazardous
Substances Directive, or RoHS and the EU Waste Electrical and Electronic Equipment Directive, or the WEEE Directive, as
well as the implementing legislation of the EU member states, such Directive which dtreetive-restricts the distribution of
products within the EU that exceed very low maximum concentration amounts of certain substances, including lead. Similar
laws and regulations have been passed or are pending in China, Japan, and numerous countries areund-26around the world and
may be enacted in other regions, including in the United States, and we are, or may in the future be, subject to these laws and
regulations. From time to time, our products are subject to new domestic and international requirements. Compliance with
regulations enacted in the future could substantially increase our cost of doing business or otherwise have a material adverse



effect on our results of operations and our business. Any inability by us to comply with regulations in the future could result in
the imposition of fines or in the suspension or cessation of our operations or sales in the applicable jurisdictions. Any such
inability by us to comply with regulations may also result in our not being permitted, or limit our ability, to ship our products
which would adversely affect our revenue and ability to achieve or maintain profitability. Although we have policies and
procedures in place requiring our contract manufacturers and major component suppliers to comply with the supply chain
transparency requirements, such as RoHS Directive, we cannot provide assurance that our manufacturers and suppliers
consistently comply with these requirements. In addition, if there are changes to these or other laws (or their interpretation) or if
new related laws are passed in other jurisdictions, we may be 25tequired—- required to re- engineer our products to use
components compatible with these regulations. This re- engineering and component substitution could result in additional costs
to us or disrupt our operations or logistics. The WEEE Directive requires electronic goods producers to be responsible for the
collection, recycling and treatment of such products. Changes in interpretation of the direetive-Directive may cause us to incur
costs or have additional regulatory requirements to meet in the future in order to comply with this direetive-Directive , or with
any similar laws adopted in other jurisdictions. Our failure to comply with past, present and future similar laws could result in
reduced sales of our products, substantial product inventory write- offs, reputational damage, penalties and other sanctions,
which could harm our business and financial condition. We also expect that our products will be affected by new environmental
laws and regulations on an ongoing basis. To date, our expenditures for environmental compliance have not had a material
impact on our results of operations or cash flows and, although we cannot predict the future impact of such laws or regulations,
they will likely result in additional costs and may increase penalties associated with violations or require us to change the
content of our products or how they are manufactured, whrch could have a material adverse effect on our busrness and financial
condrtron Vh ay astH ; g stla ;

st A aterts : —~We are subj ect to rlsks related to env1ronrnental social and
governance actrvrtres and d1sclosures (ESG) and sustainability requirements. Concern over climate change may result in new or
additional legal, legislative and regulatory requirements to reduce or mitigate the effects of climate change on the environment,
which could result in future tax, transportation and other cost increases that could adversely affect our business. Compliance
with such requirements could also require additional expenditures by us or our suppliers, which could have a material adverse

effect on our busrness results of operatrons financial condmon and cash ﬂows Our-operations;supply-chatrand-produetsare

v &y ation ath-an otto—In addmon ESG reportmg and
disclosure requrrements are continuing to evolve with i 1ncreas1ng global regulation and he1ghtened investor expectations.
Companies must develop an expanded set of metrics and measures, data collection and processing, controls, and reporting
processes in order to meet regulatory requirements and stakeholder expectations. Failure to promptly and accurately meet these
expectations and requirements may result in reputational and brand damage, regulatory penalties and litigation, among other
things. Regulations related to conflict minerals may cause us to incur additional expenses and could limit the supply and
increase the costs of certain materials used in the manufacturing of our products. As a public company, we are subject to
requirements under the Dodd- Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd- Frank Act, that
require us to determine, disclose and report whether or not our products contain conflict minerals. These requirements could
adversely affect the sourcing, availability and pricing of the materials used in the manufacture of components used in our
products. In addition, we have and will continue to incur additional costs to comply with the disclosure requirements, including
costs related to conducting diligence procedures to determine the sources of conflict minerals that may be used in, or necessary
for the production of, our products and, if applicable, potential changes to products, processes or sources of supply as a
consequence of such werifteatton-27verification activities. We also may face reputational harm if we determine that certain of
our products contain minerals 26set-- not determined to be conflict free or if we are unable to alter our products, processes or
sources of supply to avoid such materials . If our customers are not satisfied...... ability to continue expanding into international
markets . We could be adversely affected by violations of the U. S. Foreign Corrupt Practices Act, the U. K. Bribery Act or
similar anti- bribery laws in other jurisdictions in which we operate. The global nature of our business and the significance of our
international revenue create various domestic and local regulatory challenges and subject us to risks associated with our
international operations. We operate in areas of the world that experience corruption by government officials to some degree
and, in certain circumstances, compliance with anti- bribery and anticorruption laws may conflict with local customs and
practices. Our global operations require us to import and export to and from several countries, which geographically expands our
compliance obligations. In addition, changes in such laws could result in increased regulatory requirements and compliance
costs which could adversely affect our business, financial condition and results of operations. The U. S. Foreign Corrupt
Practices Act (FCPA), the U. K. Bribery Act 2010 (U. K. Bribery Act), and similar anti- bribery and anticorruption laws in other
jurisdictions generally prohibit U. S.- based companies and their intermediaries from making improper payments to non- U. S.
officials for the purpose of obtaining or retaining business, directing business to another, or securing an advantage. In addition,
U. S. public companies are required to maintain records that accurately and fairly represent their transactions and have an
adequate system of internal accounting controls. Under the FCPA, U. S. companies may be held liable for the corrupt actions
taken by directors, officers, employees, agents, or other strategic or local partners or representatives. As such, if we or our
intermediaries fail to comply with the requirements of the FCPA or similar legislation, governmental authorities in the United



States and elsewhere could seek to impose substantial civil and / or criminal fines and penalties which could have a material
adverse effect on our business, reputation, operating results and financial condition. We are subject to governmental export and
import controls and economic sanctions laws that could subject us to liability and impair our ability to compete in international
markets. The U. S. and various foreign governments have imposed controls, export license requirements and restrictions on the
import or export of some technologies. Our products are subject to U. S. export controls, including the Commerce Department’
s Export Administration Regulations and various economic and trade sanctions regulations established by the Treasury
Department’ s Office of Foreign Assets Controls, and exports of our products must be made in compliance with these laws.
Furthermore, U. S. export control laws and economic sanctions prohibit the provision of products and services to countries,
governments, and persons targeted by U. S. sanctions. Even though we take precautions to prevent our products from being
provided to targets of U. S. sanctions, our products, including our firmware updates, could be provided to those targets or
provided by our customers despite such precautions. Any such provision could have negative consequences, including
government investigations, penalties and reputational harm. Our failure to obtain required import or export approval for our
products could harm our international and domestic sales and adversely affect our revenue. 28H-If significant tariffs or other
restrictions are placed and maintained on Chinese imports or any related counter- measures are taken by China, our revenue and
results of operations may be materially harmed. If additional significant tariffs or other restrictions are placed on Chinese
imports or any related counter- measures are taken by China, our revenue and results of operations may be materially harmed.
Since July 2018, the US Administration introduced a list of thousands of categories of goods that began facing tariffs of up to 25
%, inclusive of many components and services we have sourced or have performed for us in China by suppliers there. These
tariffs currently affect most of our products and we may be required to raise our prices on those products due to the tariffs, which
may result in a loss of customers and harm our operating performance. If the existing tariffs are expanded or interpreted by a
court or governmental agency to apply to any of our other products, we may be required to raise our prices on those products
also, which may further result in a loss of customers and harm our operating performance. It is possible further tariffs will be
imposed on imports of our products, or that our business will be impacted by retaliatory trade-28trade measures taken by China
or other countries in response to existing or future tariffs, causing us to raise prices or make changes to our operations, any of
which could materially harm our revenue or operating results. Changes in trade policy in the United States and other countries,
including changes in trade agreements and the imposition of tariffs and the resulting consequences, may have adverse impacts
on our business, results of operations and financial condition. The U. S. government may has-indieated-and-demenstrated-its
tatentto-alter its approach to international trade policy through the renegotiation, and potential termination, of certain existing
bilateral or multilateral trade agreements and treaties with, and the imposition of tariffs on a wide range of products and other
goods from China, countries in EMEA and other countries. Given our manufacturing in those countries, and our lack of
manufacturing elsewhere, policy changes in the United States or other eountrle% such as the tarlffi already proposed
implemented and threatened, pre%ent paltleular risks for us —Fs alrea rted-a d

associated with retahatory tariffs and resultlng trade wars. We cannot predlct future trade pohey, the terms of any renegotlated

trade agreements or treaties, or tariffs and their impact on our business.
weﬁd—t-f&de—aﬂd—t-he—weﬁd—eeeﬂemy—To the extent that trade tariffs and other restrictions 1mp0§ed by the Unlted States or other
countries increase the price of, or limit the amount of, our products or components or materials used in our products imported
into the United States or other countries, or create adverse tax consequences, the sales, cost or gross margin of our products may
be adver%ely affected and the demand from our customers for products and services may be dlmlnlihed —U-neeﬁa—tﬁtry

btts-rness— We colleet store, process and use portions of our customers’ perqonally 1dent1ﬁable mformatlon and other data which
subjects us to governmental regulation and other legal obligations related to privacy, information security and data protection.
Any cybersecurity breaches or our actual or perceived failure to comply with such legal obligations by us, or by our third- party



dose-as-wel-. While we take redsondble measures 1ntended to protect the security, 1nte011ty and COHlldentldllty of the personal
information and other sensitive information we collect, store or transmit, we cannot guarantee that inadvertent or unauthorized
use or disclosure will not occur, or that third parties will not gain unauthorized access to this information. While our privacy
policies currently prohibit such activities, our third- party service providers or partners may engage in such activity without our
knowledge or consent. If we or our third- party service providers were to experience a breach, disruption or failure of systems
compromising our customers’ data, or if one of our third- party service providers or partners were to access our customers’
personal data without our authorization, our brand and reputation could be adversely affected, use of our products could decrease
and we could be exposed toa I’l%l( of loss, lltlLdthll and reouldtOIy proceedmgs Our products could 1nfr1nge on Regu-l&tery

rlghts of et-heieothers et

g G ; fl"—hese—laws-Companles in the consumer
electronlcs, w1reless communications, semlconductor, IT and dlsplay industries steadfastly pursue and protect

1ntellectual property rlghts, often develep—tlmes resultlng in cons1derable ways—we—e&nnet—pfed-tet—and may—m&teﬂa-l-ly

t-ha-t—pfeeess—mfermaﬁeﬁ—to determlne mﬂke—ﬁewediselesures—te-eeﬁstnﬁefs—abetﬁ—ﬂ&erﬁ the Valldlty d&ta—ee-l-leet—teﬁ—use-aﬂd

v 601 of eertainrdata-sharing-with-patents and claims by third parties while
providing-of 1nl‘r11me1nent ol pdtents or other intellectual property rights.Our products could be found to infringe on the
intellectual property rights of others.Other companies may hold or obtain patents or inventions or other proprietary rights in
technology necessary for our business.Periodically,other companies inquire about our products and technology in their attempts
to assess whether we violate their intellectual property rights.If we are forced to defend against infringement claims,we may
face costly litigation,diversion of technical and management personnel,and product shipment delays,even if the allegations of
infringement are unwarranted.If there is a rew-eause-successful claim of aeﬁeﬁ—lnfrlngement agalnst us and we are unable to
develop non- 1nfr1ng1ng technology foﬁ or hcense databres :

1nfr1nged or s1m1lar technology laws that may be enacted at the ...... will need to replace and Iegularly introduce on a timely
basis new-, or if we are required to cease using one or more of our business or produets— product names due to a
successful trademark infringement claim against us, it could adversely affect our business. Our intellectual property
rights and proprietary rights may not adequately protect our products.Our commercial success will depend substantially on our
ability to obtain patents and other intellectual property rights and maintain adequate legal protection for our products in the
United States and other countries. We will be able to protect our intellectual property from unauthorized use by third parties only
to the extent that these assets are covered b29by valid and enforceable patents,trademarks,copyrights or other intellectual
property rights,or are effectively maintained as trade secrets.As of the date of this filing,we have +48-194 issued U.S.and foreign
patents and +36-178 pending U.S.and foreign patent applications.We apply for patents covering our products,services,
technologies and designs , enhanee-as we deem appropriate. We may fail to apply for patents on important products,
services, technologies or designs in a timely fashion, or at all. We do not know whether any of our patent applications
will result in the issuance of any patents. Even if patents are issued, they may not be sufficient to protect our products,
services, technologies, or designs. Our cxisting produets;-and effeetivelystimulate-eustomer-demand-future patents may not
be sufficiently broad to prevent others from developing competing products , Hfansueeessful-services technologies , or
designs.Intellectual property protection and patent rights outside of these—- the aetions-eould-United States are even less
predlctable.As a result -1-1‘1-, the -less—vahdlty and enforceablhty of pa-teﬂt—patents cannot be predlcted with certainty er-other
perty y z W &y .We rely in part on
unpatented proprietary technolog,y,cmd others may mdependently develop the same or Sllnlldl‘ technology or otherwise obtain
access to our unpatented technology.We require employees,contractors,consultants,financial advisors,suppliers and strategic
partners to entel mto conhdentlahty and intellectual plopelty dss1gnment agreements (as dppl‘Oplldte) but these agreements may

de—ﬁet—pfe’feet—tntel-leetua-l-prﬁeerey—tm ﬂew—pfeduefs—&ﬂd-&pgmded—er—our eﬂ-h&ﬁeed-versteﬁs—ef—trade secrets, know- how ot

or existing-produets-other proprietary information . The-replacement-and-expanstorrHuman Capital Resources As of
December 31, 2023, our produets-places-consolidated business employed just under 100 individuals. Our management and

professional employees have significant prior experience in optical design, mechanical design, software, electronics,
manufacturing, and other related technologies. Our employees are in the U. S., Europe and Japan and the laws
regarding employee relatlonshlps are dlfferent by Jurlsdlctlon. Some non- UsS employees are full- time contractors. None

. We have expeﬂeﬁeed-delays—rn—t-he—past—pollcles to prevent dlscrlmlnatlon

based on gender, race, ethnlclty, natlonahty, religion, sexual orientation, gender identity or gender expression . H-we-We



take affirmative action to ensure that applicants are hlred
eeu-ld—frust-rate—eureustemefs—aml that employees

6 HHP i t t i 15t g we-are ﬂn&ble—treated durlng
employment w1thout regard to sea-le—aﬂd—rmpfeve-thelr race, ethmclty, rehglon, sex, ot or natlonal orlgln -fereeast—mg—

A-t-Wes A aINe b hester)-. We also fel-y—take afﬁrmatlve actlon to employ
advance veterans in employment We cons1der relations with our employees to be good. We have adopted a Code of
Business Conduct and Ethics regarding the standards of conduct of our directors, officers and employees. The code is
reviewed and updated periodically by our Board of Directors and is available on our website at www. vuzix. com.
Environmental, Social & Governance (ESG) Initiatives We strive to create and maintain a working environment that
fosters honesty and hard work and rewards all of our employees’ hard work. We endeavor to make Vuzix a place in
which people are proud to be associated. With the growing awareness of environmental and social issues, we are in the
process of creating a more formalized ESG strategy. Our initial process for the strategy creation includes soon forming a
cross- functional ESG team of leaders representing operations, human resources, supply chain, finance, marketing, and
facilities departments. We will also utilize third- party facility, environmental manufaeturing plants-in-the-United-States-and
Asta-and-legal consulting services, as necessary. These third- party legisties;sates-consultants will be assisting us in creating
and-- an marketing- ESG materiality assessment from which we can develop a baseline assessment for monitoring our
progress. Our progress in creating our ESG strategy and other related activities is reported to the Board of Directors.
We provide recurring Company- wide communication of our formal values: Integrity Team CustomersUphold Ethical
Standards in Our Performance Treat Everyone with Respect Quality Customer Service Through Collaborative
SuccessKeep Our Commitments Encourage Open Communication Provide Industry Leading ProductsProtect Our
Intellectual Property Promote Critical Thinking and Innovation Maintain Confidentiality and Protect Customer
Intellectual Property30For additional information, see" Item 1 — Business: Human Capital Resources ” in this Form 10-
K. We strive to create a workplace based on the following principles and goals: Care for Our People ® We believe in
upholding the principles of human rights, worker safety, and observing fair labor practices within our organization. e
We respect different viewpoints and perspectives, and ultimately individual thoughts create innovation and achieve
better results. We continually evaluate how we provide organizational training, formalize Company values, and
revitalize recruitment strategy. ® We are committed to employee safety. We have installed safety protocols and
monitoring systems. We have periodic audits by third parties to test our systems and perform preventative maintenance.
Our policies prohibit an employee from being alone in our production facilities or in Japan-unsupervised areas of our
facilities. Environmental Responsibility ® We are committed to protecting the natural environment and our community
by complying with all applicable legal and regulatory requlrements We malntaln and-—- an Eufepe—enwronmental
management system and a specific framework in W v s-for eur-produets-and
serv‘tees-lmplementmg relevant sustamable practlces ° We -l-f—maje%d-twstefs—sueh—as—ask e&ﬁ-hquakes—p&ndefn-tes—ﬁres—

v aste our other-events-oectrirany-of thesetoeations;
employees to help us contrlbute towards env1ronmental sustalnablhty by looking or-for opportunities to conserve energy,
reduce consumption otur-informations ATt ork-or-th f any-ofourkey-eomponent-supphers

Jefea-les—dewn—erepefates-natural resources, preserve air and water quahty, manage waste improperty—- properly as-arestlt
ef—sueh—events— reuse and recycle, and reduce the use of toxic substances in our operatlons where poss1ble, 1nclud1ng, in

manu-faeturers-&nd—su-ppl-iefs—ﬂaese—\ﬂsrts—m e net—frequen-t—eﬁ-hereugh—eﬁeugh—less than permlttlng and reportlng thresholds,
and we track emissions monthly to verify deteetnen—compliance with the regulations applieable-laws-and-good-industry

praetices-. A-violattorroftaber;-@ We look for ways to reduce energy consumption in our facilities. ® We make and sell
products that are generally considered more envirenmental-environmentally orfriendly than alternative computing

dev1ces and iin most of ethef thelr -}&ws—actual use b\ customers reduce eureeﬁtraet—maﬂu-faetufefs—ersupphers—e%a—f&rlure




a—&me}y—maﬂﬁeref&t—&n—aeeeﬁab-}e-eest—et-hef their travel needs, e1ther locally Or across the world w1th thelr remote

presence capabilities, and eonstmer— consume produets-eompantes-have-faced-signifieant-significantly eritieisar-less power
or raw materlals to manufacture than are typlcally used or requlred for laptop t-he—&et—teﬁs—e-ﬁt-heuemanu-faeturers-&né

awl-terna-t-rve—maﬂuf&eturers—eﬁupp-l-ters— Ethlcs & Corporate Respon51b1hty ° We rely on thnd party supphels ...... on our
behalf from approved suppliers. We arc subjeet-committed to therisk-ofshertages-ensuring ethical organizational
governance and lengtead-times-embracing diversity and inclusion in the-supply-ofthese—-- the eempeonents-board room and
throughout the risk-that-etrsupphers-diseontinte-organization. © We are committed to observing fair, transparent, and
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