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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

(Mark one)

X Quarterly report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
for the quarterly period ended September 30, 2008 or

Transition report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
for the transition period from to

Commission file number 001-33834

RUBICON TECHNOLOGY, INC.

(Exact Name of Registrant as Specified in Its Charter)
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Delaware 36-4419301
(State or Other Jurisdiction of (LR.S. Employer
Incorporation or Organization) Identification No.)

9931 Franklin Avenue

Franklin Park, Illinois 60131
(Address of Principal Executive Offices) (Zip Code)
Registrant s Telephone Number, Including Area Code: (847) 295-7000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

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

Large accelerated filer ~ Accelerated filer ~ Non-accelerated filer x Smaller reporting company
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable date.

Common Stock. par value $0.001 per share 21,279,692 shares outstanding
Class as of November 7, 2008
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PART I FINANCIAL INFORMATION

ITEM 1. Financial Statements
Rubicon Technology, Inc.

Balance sheets

Assets

Cash and cash equivalents

Restricted cash

Short-term investments

Accounts receivable, net of allowances of $233 and $189
Inventories, net

Spare parts

Prepaid expenses and other current assets

Total current assets
Investments
Property and equipment, net

Total assets

Liabilities and stockholders equity
Accounts payable

Accrued payroll

Deferred revenue

Corporate income and franchise taxes
Accrued and other current liabilities

Total current liabilities

Commitments and contingencies (Note 8)
Stockholders equity

Preferred stock, $0.001 par value, 5,000,000 undesignated shares authorized, no shares issued or

outstanding

Common stock, $0.001 par value, 85,000,000 shares authorized, 21,274,760 and 20,488,608 shares issued

and outstanding

Additional paid-in capital

Accumulated other comprehensive income (loss)
Accumulated deficit

Total stockholders equity

Table of Contents

September 30, December 31,
2008 2007
(unaudited)

(in thousands other than

share data)

$ 5,061 $ 4,380

7 10
47,315 67,765
8,037 4,673
5,602 2,522
2,774 1,203
1,279 1,355
70,075 81,908
9,916 3,200
37,659 26,303

$ 117,650 $ 111411

$ 3913 $ 2,572

1,156 1,314

583

206 385

507 875

5,782 5,729

24 24

260,378 259,243

(994) 24
(147,540) (153,609)

118,868 105,682
4
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Total liabilities and stockholders equity $ 117,650 $ 111411

The accompanying notes are an integral part of these statements.
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Rubicon Technology, Inc.

Statements of operations

Revenue
Cost of goods sold

Gross profit

Operating expenses:
General and administrative
Sales and marketing
Research and development
Loss on disposal of assets

Income from operations

Other income (expense):

Change in carrying value of convertible stock warrants
Interest income

Interest expense

Total other income (expense)

Income (loss) before income taxes
Income tax expense

Net income (loss)
Dividends on preferred stock
Accretion of redeemable preferred stock

Net income (loss) attributable to common stockholders

Net income (loss) per common share attributable to common stockholders

Basic

Diluted

Weighted average common shares outstanding used in computing net
income (loss) per common share attributable to common stockholders

Basic

Diluted

Three months ended September 30, Nine months ended September 30,

2008

$ 11,758
7,514

4,244

1,356
218
179

1,215

1,276

392

392

1,668
49

1,619

$ 1,619

$ 0.08

$ 0.07

21,222,321

22,084,570

2007

2008

(unaudited)

(in thousands, other than share data)

$ 9,117
5,769

3,348

1,226
157
177

87

1,701

(2,839)
1

(191)
(3,029)
(1,328)
(1,328)
(1,543)
(25,884)

$ (28,755)

$ (81.07)

$ (81.07)

354,696

354,696

The accompanying notes are an integral part of these statements.
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$ 33,796
21,351

12,445

5,301
699
679

1,215

4,551

1,693
(@)

1,691

6,242
173

6,069

$ 6,069

$ 0.29

$ 0.27

20,891,128

22,262,889

2007

$ 24,565
16,236

8,329

3,578
492
553
139

3,567

(3,560)
3
(823)

(4,380)

(813)

(813)
4,712)
(46,222)

$ (51,747)

$ (179.92)

$ (179.92)

287,614

287,614
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Rubicon Technology, Inc.

Statements of cash flows

Cash flows from operating activities
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating activities

Depreciation and amortization
Amortization of financing costs
Net loss on disposal of equipment

Change in carrying value of convertible preferred stock warrants

Stock-based compensation
Interest expense related to accretion

Changes in operating assets and liabilities:

Accounts receivable

Inventories

Spare parts

Prepaid expenses and other current assets
Accounts payable

Accrued payroll

Deferred revenue

Corporate income and franchise taxes
Accrued and other current liabilities

Net cash provided by operating activities

Cash flows from investing activities
Purchases of property and equipment
Proceeds from sale of investments

Proceeds from disposal of equipment

Net cash used in investing activities

Cash flows from financing activities

Payment of issuance costs of initial public offering

Proceeds from exercise of options
Restricted cash

Proceeds from line of credit

Payments on line of credit

Payments on capital lease

Proceeds from issuance of long-term debt
Payments on long-term debt

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of period

Table of Contents

Nine months ended
September 30,

2008

2007

(unaudited)
(in thousands)

$ 6,009
3,236
1,215

571

(3,364)
(3,080)
(1,571)
62
1,341
(158)
(583)
(179)
(325)

3,234

(15,807)
12,716

(3,091)

(33)
602
3

(29)

538

681
4,380

$

(813)

2,486
11
139
3,560
250
253

(1,163)
(779)
(703)

(1,565)

1,622
34
833
36
(145)

4,056

(6,740)

30

(6,710)

3,000
(2,973)
(210)

5,100
(4,741)

182

(2,472)
3,638
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Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information
Cash paid during the year for interest
Supplemental disclosures of non-cash transactions
Warrants issued with debt instruments
Unrealized loss on investments
Dividend conversion feature
The accompanying notes are an integral part of these statements.
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Rubicon Technology, Inc.

NOTES TO UNAUDITED FINANCIAL STATEMENTS
September 30, 2008

1. BASIS OF PRESENTATION

Interim financial data

The accompanying unaudited financial statements have been prepared in accordance with accounting principles generally accepted in the United
States ( GAAP ) for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do
not include all of the information and notes required by accounting principles generally accepted in the United States for complete financial
statements and should be read in conjunction with the Company s annual report filed on Form 10-K for the fiscal year ended December 31, 2007.
In the opinion of management, all adjustments (consisting only of adjustments of a normal and recurring nature) considered necessary for a fair
presentation of the results of operations have been included. Operating results for the three and nine month periods ended September 30, 2008

are not necessarily indicative of results that may be expected for the year ending December 31, 2008.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Initial public offering

On November 21, 2007, the Company completed its initial public offering ( IPO ) of common stock in which a total of 6,505,000 shares were sold
at an issuance price of $14.00 per share. The Company raised a total of $91.1 million in gross proceeds from the IPO, or approximately $81.0
million in net proceeds after deducting the underwriting discount and commissions of $6.4 million and other offering costs of approximately

$3.6 million. Upon the closing of the IPO, all shares of redeemable convertible preferred stock outstanding and preferred stock dividends
automatically converted into 13,385,722 shares of common stock. Also, upon the closing of the IPO, 1,217,152 Series B preferred stock

warrants and 131,096 Series C preferred stock warrants were exercised on a net exercise basis, which resulted in the Company issuing 48,068
shares of common stock. The remaining preferred stock warrants outstanding converted into 806,972 warrants to purchase common stock.

Follow-on Public Offering

On May 12, 2008, the Company completed a public offering of 3,950,000 shares of its common stock at a price of $24.00 per share. The
Company did not receive any of the proceeds from the sale, as all of the shares were sold by certain selling stockholders of the Company.
Additionally, the underwriters were granted a 30-day option to purchase up to an additional 592,500 shares of common stock from the selling
stockholders at the public offering price to cover over-allotments. The underwriters exercised such option, in part, for 353,410 shares of common
stock on June 6, 2008.

Reverse stock split

All prior period common stock amounts have been retroactively adjusted to reflect a 1 for 13 reverse stock split effective August 30, 2007. As a
result of this common stock split, there was an automatic change in the conversion prices of all series of preferred stock and their related
dividend conversion rates at the same 1 for 13 ratio.

Inventories

Inventories are valued at the lower of cost or market. Cost is determined using the first-in, first-out method, and includes materials, labor and
overhead. The Company reduces the carrying value of its inventories for differences between the cost and the estimated net realizable value,
taking into account usage, expected demand, technological obsolescence and other information. Inventories are composed of the following:

Table of Contents 10
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September 30, December 31,
2008 2007
(in thousands)

Raw materials $3,582 $ 1,215
Work in progress 1,168 1,592
Finished goods 1,248 41
5,998 2,848
Reserve for obsolescence and realization (396) (326)
$5,602 $ 2,522
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Property and equipment

Property and equipment consisted of the following:

September December
2008 2007
(in thousands)

Machinery, equipment and tooling $ 40,395 $ 27,996
Leasehold improvements 5,292 3,608
Furniture and fixtures 715 708
Information systems 546 546
Construction in progress 5,984 6,150
Total cost 52,932 39,008
Accumulated depreciation and amortization (15,273) (12,705)
Property and equipment, net $ 37,659 $ 26,303

Property and equipment are carried at cost and depreciated over their estimated useful lives using the straight-line method. The cost of
maintenance and repairs is charged to expense as incurred. Significant renewals and improvements are capitalized. Depreciation and
amortization expense associated with property and equipment was $1,186,840 and $3,236,099 for the three and nine months ended
September 30, 2008 and $915,037 and $2,486,013 for the three and nine months ended September 30, 2007.

Revenue recognition

The Company recognizes revenue from product sales when earned in accordance with Staff Accounting Bulletin ( SAB ) No. 104, Revenue
Recognition. Revenue is recognized when, and if, evidence of an arrangement is obtained and the other criteria to support revenue recognition
are met, including:

Persuasive evidence of an arrangement exists. The Company requires evidence of a purchase order with the customer specifying the terms
and specifications of the product to be delivered, typically in the form of a signed quotation or purchase order from the customer.

Title has passed and the product has been delivered. Title passage and product delivery generally occur when the product is delivered to a
common carrier.

The price is fixed or determinable. All terms are fixed in the signed quotation or purchase order received from the customer. The purchase
orders do not contain rights of cancellation, return, exchange or refund.

Collection of the resulting receivable is reasonably assured. The Company s standard arrangement with customers includes 30 day payment
terms. Customers are subject to a credit review process that evaluates the customers financial position and their ability to pay. Collectability is
determined by considering the length of time the customer has been in business and history of collections. If it is determined that collection is
not probable no revenue is recognized unless cash is received in advance.
The Company does not provide maintenance or other services and we do not have sales that involve multiple elements or deliverables as defined
under Emerging Issues Task Force Issue ( EITF ) No. 00-21, Revenue Arrangements with Multiple Deliverables.

Convertible preferred stock warrant liability

Table of Contents 12
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Prior to the IPO, the Company accounted for the carrying value of the preferred stock warrants as a liability pursuant to FASB Staff Position

(FSP) 150-5, Accounting Under SFAS 150 for Freestanding Warrants and Other Similar Instruments on Redeemable Shares ( FSP 150-5 ) and
adjusted the fair value at each reporting period with any increase or decrease in fair value reported in other income (expense). At the IPO

closing, the warrants were either net exercised or became exercisable for common stock. For the three and nine months ended September 30,

2007, $2,839,000 and $3,560,000 was recorded as the change in value in other income (expense).

Redeemable convertible preferred stock

Prior to the IPO, the Company had issued various series of preferred stock. The holders of Series A, B, B-2, C, C-2, D, D-2, and E preferred
stock had the option to sell their shares back to the Company at the greater of the original purchase price plus accrued and unpaid dividends, or
the current fair market value of the shares plus accrued and unpaid dividends. As a result, the carrying value of the preferred stock was increased
by an accretion amount each period so that the carrying amount was equal to the greater of fair value plus accrued and unpaid dividends or the
original cost plus accrued and unpaid dividends value for the Series A, B, B-2, C, C-2, D, D-2, and E preferred stock. The accreted amounts
were recorded to additional paid-in capital, if any, and then to accumulated deficit. (See Note 6). At the IPO, the option to sell was terminated
and the related accretion of the preferred shares was transferred to additional paid-in-capital.

Table of Contents 13
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Net income (loss) per common share attributable to common stockholders

Net income (loss) per share of common stock is as follows for the three and nine months ended September 30, 2008 and 2007:

Three months ended Nine months ended
September 30, September 30,

2008 2007 2008 2007
Net income (loss) attributable to common stockholders (in thousands): $ 1,619 $ (28,755) $ 6,069 $ (51,747)
Net income (loss) per common share attributable to common stockholders:
Basic $ 0.08 $ (81.07) $ 0.29 $ (179.92)
Diluted $ 0.07 $ (81.07) $ 0.27 $ (179.92)
Weighted average common shares outstanding used in:
Basic 21,222,321 354,696 20,891,128 287,614
Diluted 22,084,570 354,696 22,262,889 287,614

Basic net income (loss) per common share attributable to common stockholders is computed by dividing net income (loss) attributable to
common stockholders by the weighted-average number of common shares outstanding during the period. Diluted net income (loss) per common
share attributable to common stockholders is computed by dividing net income (loss) attributable to common stockholders by the
weighted-average number of diluted common shares outstanding during the period. Diluted shares outstanding are calculated by adding to the
weighted-average shares outstanding any common stock equivalents from redeemable preferred stock, and outstanding stock options and
warrants based on the treasury stock method.

Diluted net loss attributable to common stockholders per share is the same as basic net loss attributable to common stockholders per share for the
three and nine months ended September 30, 2007, because the effects of potentially dilutive securities are anti-dilutive.

At September 30, 2007, the Company had the following anti-dilutive securities outstanding which were excluded from the calculation of diluted
net loss per share.

Preferred stock 13,217,850
Warrants 853,019
Stock options 1,399,113
15,469,982

6

Table of Contents 14



Edgar Filing: Rubicon Technology, Inc. - Form 10-Q

Table of Conten

At September 30, 2008, the Company had outstanding 323,900 of anti-dilutive stock options which were excluded from the calculation of
diluted net income per share.

Recent accounting pronouncements

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations. This Statement replaces FASB Statement No. 141, Business
Combinations. SFAS No. 141(R) establishes principles and requirements for how an acquiring company: recognizes and measures in its
financial statements the identifiable assets acquired, the liabilities assumed, and any non-controlling interest in the acquiree; recognizes and
measures the goodwill acquired in the business combination or a gain from a bargain purchase; and determines what information to disclose to
enable users of the financial statements to evaluate the nature and financial effects of the business combination. SFAS No. 141(R) further
changes the accounting treatment for certain specific items, including: acquisition costs will be generally expensed as incurred; acquired
contingent liabilities will be recorded at fair value at the acquisition date and subsequently measured at either the higher of such amount or the
amount determined under existing guidance for non-acquired contingencies; in-process research and development will be recorded at fair value
as an indefinite-lived intangible asset at the acquisition date; restructuring costs associated with a business combination will be generally
expensed subsequent to the acquisition date; and changes in deferred tax asset valuation allowances and income tax uncertainties after the
acquisition date generally will affect income tax expense. SFAS No. 141(R) applies prospectively to any business combinations for which the
acquisition date is on or after January 1, 2009.

On January 1, 2008, the Company adopted EITF 07-3, Accounting for Nonrefundable Advance Payments for Goods or Services Received for
Use in Future Research and Development Activities, ( EIF 07-03 ). EITF 07-3 requires that nonrefundable advance payments for goods or
services that will be used or rendered for future research and development activities be deferred and capitalized and recognized as an expense as
the goods are delivered or the related services are performed. The adoption of EITF 07-03 did not have a material impact on the Company s
financial condition or results of operations.

In March 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of FASB
Statement No. 133 ( SFAS 161 ). SFAS 161 requires disclosures related to objectives and strategies for using derivatives; the fair-value amounts
of, and gain and losses on, derivative instruments; and credit risk-related contingent features in derivative agreements. SFAS 161 is effective for
fiscal years beginning after November 15, 2008. SFAS 161 is not expected to have a material impact on the Company s financial statements.

In May 2008, the FASB issued Statement No. 162, The Hierarchy of Generally Accepted Accounting Principles ( SFAS 162 ). SFAS 162
identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of financial statements
of non-governmental entities that are presented in conformity with accounting principles generally accepted in the United States of America.

SFAS 162 is effective 60 days following the SEC s approval of the Public Company Accounting Oversight Board amendments to AU

Section 411, The Meaning of Present Fairly in Conformity with Generally Accepted Accounting Principles. SFAS 162 is not expected to have a
material impact on the Company s financial statements.
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3. SEGMENT INFORMATION

The Company has determined that it operates in only one segment in accordance with SFAS No. 131, Disclosures About Segments of an
Enterprise and Related Information , as it only reports profit and loss information on an aggregate basis to its chief operating decision maker.

Revenue is attributed by geographic region based on ship-to location of the Company s customers. The following table summarizes revenue by
geographic region:

Three months ended Nine months ended

September 30, September 30,
2008 2007 2008 2007
(in thousands) (in thousands)
Asia $ 5598 $7,621 $17,530 $18,451
North America 5,843 1,262 15,425 5,538
Europe 317 234 841 576
Revenue $ 11,758 $9,117 $33,796 $24,565

4. INVESTMENTS

Investments are available-for-sale securities and are recorded at fair value. Unrealized gains and losses are reported as part of accumulated other
comprehensive income (loss).

The following table presents the amortized cost and gross unrealized gains and losses on all securities at September 30, 2008:

Available-for-sale securities
(in thousands)

Gross Gross

Amortized unrealized unrealized Fair

cost gains losses value
U.S. Treasury securities and agency (taxable) $35813 $ $ 67) $35,746
Corporate Notes/Bonds (taxable) 2,760 (56) 2,704
States and political subdivisions (taxable) 10,750 (834) 9,916
Commercial Paper (taxable) 8,902 (37) 8,865
Total available-for-sale securities $58,225  $ $ (994 $57,231

The net carrying value and estimated fair value of available-for-sale securities at September 30, 2008, by contractual maturity, were as follows:

Cost Fair value
Due in one year or less $ 47,475 $ 47,315
Due after one year through three years
Due after three years $ 10,750 $ 9916

A portion of our excess cash is invested in auction rate securities and, as of September 30, 2008, $9.9 million of these securities are in the
investment portfolio. All of these auction rate securities are AAA rated by one or more of the major credit rating agencies and have contractual
maturities from 2036 to 2045. Further, all of these securities are collateralized by student loans, and approximately 99% of the collateral
qualifies under the Federal Family Education Loan Program and is guaranteed by the US government. Auctions have failed for all of our auction
rate securities, resulting in our inability to sell these securities in the short term. A failed auction results in a lack of liquidity in the securities but
does not signify a default by the issuer. Upon an auction failure, the interest rates do not reset at market rate but instead reset based on a formula
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contained in the security. If we need access to these funds, we will not be able to do so without the possible loss of principal or until a future
auction for these investments is successful, they are redeemed by the issuer, or they mature. We cannot predict if or when a successful auction or
redemption will take place. We do not believe we need access to these funds for operational purposes for the foreseeable future. We continue to
monitor and evaluate these investments on a quarterly basis for impairment and the need to reclassify as long-term investments. At

September 30, 2008, all of these securities have been classified as long-term investments. All of the securities are due for auction again every 28
days.

On October 23, 2008 the Company accepted an offer from UBS, AG of Auction Rate Security Rights (ARS Rights). These rights permit us to
require UBS, AG between June 10, 2010 and July 2, 2012 (the exercise period) to purchase our auction rate securities at par value. In exchange,
UBS, AG is granted the right, at their sole discretion, to sell or otherwise dispose of our auction rate security investments until July 2, 2012 as
long as the Company receives a payment of par value upon the sale or disposition. In addition, the rights permit the Company to establish a
demand revolving credit line in an amount equal to the par value of the securities at a net no cost. If the Company s debt is determined to be rated
below investment grade or is not rated, the amount that can be borrowed is limited to 75% of the market value of the auction rate securities.

Effective January 1, 2008, the Company adopted Statement of Financial Accounting Standards ( SFAS ) No. 157, Fair Value Measurements
( SFAS No.157 ). In February 2008, the Financial Accounting Standards Board ( FASB ) issued FASB Staff Position No. FAS 157 2, Effective
Date of FASB Statement No. 157 , which provides a one year deferral of the effective date of
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SFAS 157 for non-financial assets and non-financial liabilities, except those that are recognized or disclosed in the financial statements at fair
value at least annually. Therefore, the Company has adopted the provisions of SFAS No. 157 with respect to its financial assets and liabilities
only. SFAS No. 157 defines fair value, establishes a framework for measuring fair value under generally accepted accounting principles and
enhances disclosures about fair value measurements. Fair value is defined under SFAS No. 157 as the price that would be received to sell an
asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. Valuation techniques used to measure fair value under SFAS No. 157 must maximize the
use of observable inputs and minimize the use of unobservable inputs. The standard describes a fair value hierarchy based on three levels of
inputs, of which the first two are considered observable and the last unobservable, that may be used to measure fair value which are the
following:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.
The adoption of SFAS No. 157 did not have a material impact on the Company s results of operations and financial condition.

The following table summarizes the Company s financial assets measured at fair value on a recurring basis in accordance with SFAS No. 157 as
of September 30, 2008:

Level 1 Level 2 Level 3 Total
Cash Equivalents:

Money market funds $3258 $ $ $ 3,258
Investments:

Available-for-sales securities current 47315 47,315
Available-for-sales securities non-current 9,916 9,916
Total $3,258 $47,315 $9,916 $60,489

Level 3 assets consist of AAA-rated municipal bonds with an auction reset feature, and auction rate securities, whose underlying assets are
generally student loans which are substantially backed by the federal government. In February 2008, auctions began to fail for these securities
and each auction since then has failed. As of September 30, 2008, due to the auction failures, underlying maturities of the auction rate securities
of greater than one year and the Company s ability to hold the securities beyond one year, the Company reclassified its investment in auction rate
securities from short-term investments to long-term investments. These investments were valued at fair value as of September 30, 2008. The
following table provides a summary of changes in fair value of the Company s Level 3 financial assets as of September 30, 2008:

Auction
rate
securities
Balance at January 1, 2008 $ 3,200
Net transfers in: auction rate securities with failed auctions 7,550
Unrealized losses included in other accumulated comprehensive income (834)
Balance at September 30, 2008 $ 9916
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In addition to the debt securities noted above, the Company had approximately $1.8 million of time deposits included in cash and cash
equivalents as of September 30, 2008.

5. SIGNIFICANT CUSTOMERS

For the three months ended September 30, 2008, the Company had four customers that accounted for approximately 36%, 14%, 11% and 10% of
its revenue and for the three months ended September 30, 2007, the Company had three customers that accounted for approximately 26%, 20%
and 19% of its revenue. For the nine months ended September 30, 2008, the Company had four customers that accounted for approximately
32%, 15%, 13% and 11% of its revenue and for the nine months ended September 30, 2007, the Company had three customers that accounted
for approximately 27%, 20% and 13% of its revenue.

Customers individually representing more than 10% of trade receivables accounted for approximately 65% and 69% of accounts receivable as of
September 30, 2008 and December 31, 2007, respectively. At September 30, 2008 Peregrine Semiconductor Corporation accounted for 35%
($2.9 million) of accounts receivable. The Company grants credit to customers based on an evaluation of their financial condition. Losses from
credit sales are provided for in the financial statements.
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6. STOCKHOLDERS EQUITY, REDEEMABLE STOCK CONVERSIONS, ACCRUED DIVIDEND CONVERSIONS AND
WARRANT CONVERSIONS

Common Stock  As of September 30, 2008, the Company had 85,000,000 shares of common stock authorized with a par value of $0.001 and the
Company had reserved 1,175,224 shares of common stock for issuance upon the exercise of outstanding common stock options. Also, 2,062,725
shares of the Company s common stock were reserved for future grants of stock options (or other similar equity instruments) under the

Company s 2001 Equity Plan (the 2001 Plan ) and 2007 Stock Incentive Plan (the 2007 Plan ) as of September 30, 2008. In addition, 410,383
shares of the Company s common stock were reserved for future exercise of outstanding warrants as of September 30, 2008.

On November 21, 2007, the Company completed an IPO of 6,505,000 shares of its common stock (including the underwriters exercise of their
over-allotment option) at a public offering price of $14.00 per share. Net cash proceeds from the initial public offering were $81 million after
deducting offering costs.

Warrants and warrant conversions Upon the closing of the Company s IPO, all preferred stock warrants were either converted into common
stock warrants or net exercised. For the nine months ended September 30, 2008, 385,462 common stock warrants were exercised in full on a net
exercise basis , which resulted in the Company issuing 292,922 shares of common stock to the warrant holders.

Redeemable convertible preferred stock Prior to the IPO, the Company issued various series of preferred stock. At anytime after

December 15, 2008, the holders of Series E, D, D-2, C, C-2, B, B-2 and A preferred stock would have had the option to sell their shares back to
the Company at the greater of original purchase price plus accrued and unpaid dividends, or the current fair market value of the shares plus
accrued and unpaid dividends. As a result, the carrying value of the preferred stock was increased by an accretion each period so that the
carrying amounts equaled the greater of original purchase price plus accrued and unpaid dividends, or the current fair market value of the shares
plus accrued and unpaid dividends for the Series E, D, D-2, C, C-2, B, B-2 and A preferred stock. The accreted amounts were recorded to
additional paid-in capital, if any, and then to accumulated deficit. The accretion recorded at September 30, 2007 was recorded to bring the
carrying value of the redeemable convertible preferred stock to their redemption values as of September 30, 2007. At the IPO, the option to sell
was terminated.

Dividend conversion feature

The Company s redeemable convertible preferred stock provided that the holders, at their discretion, could require the conversion of accumulated
dividends into either cash or common stock based upon stated conversion rates. Accordingly, in accordance with EITF 00-27, Application of
Issue No. 98-5 to Certain Convertible Instruments , any excess of the fair value of common stock a holder would receive over the accumulated
dividends was recorded as the dividends accrued. At September 30, 2007 the accumulated dividends were less than the value of the common
shares the holder would receive upon conversion. Accordingly, the Company recorded the excess fair value of the common shares that could be
received upon conversion over the amount of cash dividends in the amount of $14,420,000 to additional paid-in-capital and accumulated deficit.
At November 21, 2007, the IPO date, the accumulated dividends were greater than the value of the shares the holder would receive upon
conversion. At the closing of the IPO, accumulated dividends were converted to common stock.

7. STOCK INCENTIVE PLANS

The Company sponsors a stock option plan, the 2001 Plan, which allows for the grant of incentive and nonqualified stock options for the
purchase of common stock. Each option entitles the holder to purchase one share of common stock at the specified option exercise price. The
exercise price of each incentive stock option granted must not be less than the fair market value on the grant date. After the completion or the
IPO, the Company s Board of Directors determined not to grant any additional awards under the 2001 Plan. Management and the Board of
Directors determine vesting periods and expiration dates at the time of the grant.

In August 2007, the Company adopted the 2007 Plan, which allows for the grant of incentive stock options, non-statutory stock options, stock
appreciation rights, restricted stock, restricted stock units, performance awards and bonus shares. The maximum number of shares which may be
awarded or sold under the 2007 Plan is 2,307,692 shares. The compensation committee of the Board of Directors administers the plan. The
compensation committee determines the type of award to be granted, the fair market value, the number of shares covered by the award, and the
time when the award vests and may be exercised.

Upon the adoption of SFAS 123R, the Company began using the Black-Scholes option pricing model to value stock options. The Company uses
historical stock prices of companies which it considers as a peer group as the basis for its volatility assumptions. The assumed risk-free rates
were based on US Treasury rates in effect at the time of grant with a term consistent with the expected option lives. The expected term is based
upon the vesting term of the Company s options, a review of a peer group of companies, and expected exercise behavior. The forfeiture rate is
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based on past history of forfeited options. The expense is being allocated using the straight-line method. For the three and nine months ended
September 30, 2008, the Company recorded $130,344 and $454,967, respectively, of stock compensation expense under SFAS 123R. For the
three and nine months ended September 30, 2007, the Company recorded $58,783 and $249,686, respectively, of stock compensation expense

under SFAS 123R. As of September 30, 2008, the Company has $2,201,794 of total unrecognized compensation cost related to nonvested
awards granted under the Company s

10
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stock-based plans that it expects to recognize over a weighted-average period of 3.08 years. Under the prospective method of adoption of SFAS
123R, the Company continues to account for options issued prior to January 1, 2006 under the intrinsic value method of APB 25.

The following table summarizes the activity of the stock incentive and equity plans as of September 30, 2008 and changes during the nine
months then ended:

Number of
restricted and

other
Weighted-
Shares Number of average option stock
available options exercise shares
for grant outstanding price issued
At December 31, 2007 2,020,685 1,710,494 $ 5.87 14,284
Authorized
Granted (41,337) 34,050 23.30 7,287
Exercised (485,943) 1.24
Cancelled/forfeited 83,377 (83,377) 8.55
At September 30, 2008 2,062,725 1,175,224 8.10 21,571
Exercisable at September 30, 2008 509,238 5.78

The weighted average fair value per share of options granted for the three and nine months ended September 30, 2008 was $11.64 and the fair
value of each option grant was estimated at the date of grant using the Black-Scholes option-pricing model using an expected term of 4.8 years, a
risk-free interest rate ranging from 2.37% to 3.28%, expected volatility of 56% and no dividend yield. The Company used an expected forfeiture
rate of 25%. The weighted average fair value per share of options granted for the three and nine months ended September 30, 2007 was $2.00
and $2.03 and the fair value of each option grant was estimated at the date of grant using the Black-Scholes option-pricing model using an
expected term of 4.8 years, a risk-free interest rate ranging from 4.25% to 4.92%, expected volatility of 56% and no dividend yield. The
Company used an expected forfeiture rate of 25%.

During the nine months ended September 30, 2008, the Company granted restricted and unrestricted stock shares totaling 7,287 shares to outside
directors of the Company at a fair value of $177,575. For the three and nine months ended September 30, 2008, the Company recorded $28,499
and $79,577 of stock compensation expense related to restricted stock. For the three and nine months ended September 30, 2008, the Company
recorded $36,957 of stock compensation expense related to unrestricted stock.

A summary of the Company s non-vested options during the nine month period ended September 30, 2008 is presented below:

Weighted-average

Options exercise price
Non-vested at January 1, 2008 899,768 $ 8.37
Granted 34,050 23.30
Vested (201,672) 5.35
Forfeited (66,159) 10.12
Non-vested at September 30, 2008 665,987 $ 9.87

8. COMMITMENTS AND CONTINGENCIES

Purchase Commitments
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The Company has entered into agreements to purchase equipment or components to construct furnaces. These agreements will result in the

Company purchasing equipment or components for a total cost of approximately $3,769,000 with deliveries occurring through March 2009.

Litigation

From time to time, the Company experiences routine litigation in the normal course of its business. Through September 2008, all pending
litigation was settled and did not have a material adverse effect on the financial condition or results of operations of the Company.

11
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9. SUBSEQUENT EVENT

On October 23, 2008 the Company accepted an offer from UBS, AG of Auction Rate Security Rights (ARS Rights). These rights permit us to
require UBS, AG between June 10, 2010 and July 2, 2012 (the exercise period) to purchase our auction rate securities at par value. In exchange,
UBS, AG is granted the right, at their sole discretion, to sell or otherwise dispose of our auction rate security investments until July 2, 2012 as
long as the Company receives a payment of par value upon the sale or disposition. In addition, the rights permit the Company to establish a
demand revolving credit line in an amount equal to the par value of the securities at a net no cost. If the Company s debt is determined to be rated
below investment grade or is not rated, the amount that can be borrowed is limited to 75% of the market value of the auction rate securities.

ITEM2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION
All statements, other than statements of historical facts, included in this Quarterly Report on Form 10-Q regarding our estimates, expectations,
beliefs, intentions, projections or strategies for the future, results of operations, financial position, net sales, projected costs, prospects and plans
and objectives of management for future operations may be forward-looking statements as defined in the Private Securities Litigation Reform
Act of 1995, as amended. We have based these forward-looking statements on our current expectations and projections about future events and
financial trends that we believe may affect our financial condition, results of operations, business strategy, short-term and long-term business
operations and objectives and financial needs. These forward-looking statements can be identified by the use of terms and phrases such as
believe, plan, intend, anticipate, target, estimate, expect, and the like, and/or future-tense or conditional constructions ( will, — may,
etc.) or the negative thereof. Items contemplating or making assumptions about actual or potential future sales, market size and trends or
operating results also constitute forward-looking statements.

Moreover, we operate in a very competitive and rapidly changing environment. New risks emerge from time to time. It is not possible for our
management to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements we may make. Before investing in
our common stock, investors should be aware that the occurrence of the risks, uncertainties and events described in the section entitled Risk
factors in our Annual Report on Form 10-K and elsewhere in this Quarterly Report could have a material adverse effect on our business, results
of operations and financial condition.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, forward-looking statements are inherently
subject to known and unknown business, economic and other risks and uncertainties that may cause actual results to be materially different from
those discussed in these forward-looking statements. Readers are urged not to place undue reliance on these forward-looking statements, which
speak only as of the date of this Quarterly Report. We assume no obligation to update any forward-looking statements in order to reflect any
event or circumstance that may arise after the date of this Quarterly Report, other than as may be required by applicable law or regulation. If one
or more of these risks or uncertainties materialize, or if the underlying assumptions prove incorrect, our actual results may vary materially from
those expected or projected.

You should read this Quarterly Report, the documents that we reference in this Quarterly Report and have filed with the SEC as exhibits and our
Annual Report on Form 10-K for the year ended December 31, 2007 with the understanding that our actual future results, levels of activity,
performance and events and circumstances may be materially different from what we expect.

Unless otherwise indicated, the terms Rubicon, the Company, we, wus, and our refer to Rubicon Technology, Inc.
OVERVIEW

We are an advanced electronic materials provider that develops, manufactures and sells monocrystalline sapphire and other innovative

crystalline products for Light-Emitting Diodes ( LEDs ), radio frequency integrated circuits ( RFICs ), blue laser diodes, optoelectronics and other
optical applications. The emergence of sapphire in commercial volumes at competitive prices has enabled the development of new technologies

such as high brightness ( HB ) white, blue and green LEDs and highly-integrated RFICs. We apply our proprietary crystal growth technology to
produce high-quality sapphire products efficiently to supply a large and growing end-market demand, and we work closely with our customers

to meet their quality and delivery needs.

We are a vertically-integrated manufacturer of high-quality sapphire substrates and optical windows that are used in a variety of high-growth,
high-volume end-market applications. Our largest product line is two inch to four inch sapphire wafers for use in LEDs and blue laser diodes for
solid state lighting and electronic applications. In addition, we have developed six inch sapphire wafers that are used for Silicon-on-Sapphire
( SOS ) RFICs, as well as products for military, acrospace, sensor and other applications. We are also extending our technology to manufacture
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eight inch and larger diameter products to support next-generation LED, RFIC and optical window applications.
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Our revenue consists of sales of sapphire materials sold in core, as-cut, as-ground and polished forms in two, three, four and six inch diameters
as well as optical materials sold as blanks or polished windows. Products are made to varying specifications, such as crystal planar orientations
and thicknesses. We have focused on increasing sales of larger diameter substrates, which we define as three inch or greater in diameter, as they
generally yield higher gross margins. Revenue from our SOS customer, which use six inch substrates, represented 24% of our total revenue for
the three months ended September 30, 2008, as compared to 18% of total revenue for the three months ended September 30, 2007. Revenue
from our SOS customers, which use six inch substrates, represented 37% of our total revenue for the nine months ended September 30, 2008, as
compared to 15% of total revenue for the nine months ended September 30, 2007. Sales of larger diameter substrates to our LED customers also
grew faster than sales of two inch diameter substrates over the past twelve months. Much of the sapphire we sell into the marketplace is used in
the manufacture of consumer electronic devices. The current global financial crisis is having a significant impact on consumer spending which is
resulting in a reduction in demand for our sapphire. Over the coming quarters, we expect our revenue and earnings to be substantially lower as a
result of this reduced demand. The exact extent of that impact is, however, difficult to quantify at this time.

Historically, a significant portion of our revenue has been derived from sales to relatively few customers. For the three months ended
September 30, 2008, we had four customers that accounted for approximately 36%, 14%, 11% and 10% of our revenue and for the three months
ended September 30, 2007, we had three customers that accounted for approximately 26%, 20% and 19% of our revenue. For the nine months
ended September 30, 2008, we had four customers that accounted for approximately 32%, 15%, 13% and 11% of our revenue and for the nine
months ended September 30, 2007, we had three customers that accounted for approximately 27%, 20% and 13% of our revenue.

Other than as discussed above, none of our customers accounted for more than 10% of our revenue for such periods. Although we are attempting
to diversify and expand our customer base, we expect our revenue to continue to be concentrated among a small number of customers. We
expect that our significant customers may change from period to period. Our significant customer in the SOS market, Peregrine Semiconductor
Corporation, has begun to accumulate an inventory of sapphire wafers and has notified us that they cannot accept shipment of sapphire until
further notice. The remaining value of the current contract is approximately $7 million; $2 million was to be delivered in the fourth quarter of
this year and the remaining $5 million in the first half of 2009. Peregrine accounted for 36% and 32% of our revenue for the three and nine
months ended September 30, 2008 and 35% ($2.9 million) of our accounts receivable at September 30, 2008. We are examining the potential
impact of this development to our operations.

We recognize revenue upon shipment to our customers. We derive a significant portion of our revenue from customers outside of the United
States. The majority of our sales are to the Asian market and we expect that region to continue to be a major source of revenue for us. All of our
revenue is denominated in US dollars.

Our cost of goods sold consists primarily of manufacturing materials, labor, manufacturing-related overhead such as utilities, depreciation and
rent, provisions for excess and obsolete inventory reserves, freight and warranties. We manufacture our products at our Franklin Park, Illinois
and Bensenville, Illinois manufacturing facilities based on customer orders. We purchase materials and supplies to support such demand. We are
subject to variations in the cost of raw materials and consumables from period to period because we do not have long-term fixed-price
agreements with our suppliers. For the three and nine months ended September 30, 2008, utility costs represented approximately 15% and 12%
of our cost of goods sold. Our one year contract for electric power expired on May 8, 2008. We entered into a new contract on an index pricing
basis pursuant to which we are charged monthly the average of the daily rates per kilowatt hour. On May 23, 2008, we amended this contract to
move one half of our electricity usage off of the index pricing and on to a fixed rate per kilowatt hour through the remainder of 2008. The
current blend of index and fixed pricing is approximately 20% higher than the average rate paid under the contract that expired on May 8, 2008.
As index rates fluctuate, these costs may fluctuate through the remainder of this year. On July 25, 2008, we entered into a separate contract for
the period January 1, 2009 through December 31, 2010 that provides electricity priced at a new fixed rate per kilowatt hour. This new fixed rate
is approximately 13% below the current blended average rate.

Our gross margin increased by 3% in the nine months ended September 30, 2008 compared to the nine months ended September 30, 2007. This
increase in gross profit was primarily due to recording $1.3 million of contract revenue which has little direct cost associated with it therefore
increasing gross margin. Excluding this revenue, gross margin was 34.2% for the nine months ended September 30, 2008 and 2007.

Our operating expenses are composed of sales and marketing, research and development ( R&D ), and general and administrative expenses

( G&A ). G&A expenses consist primarily of salaries and associated costs for employees in finance, human resources, information technology

and administrative activities, charges for accounting, legal, and insurance fees, and stock-based compensation under Statement of Financial
Accounting Standards No. 123(R), Share-Based Payment ( SFAS 123R ). The majority of our stock-based compensation relates to administrative
personnel and is accounted for as a general and administrative expense. For the three and nine months ended September 30, 2008, our

stock-based compensation expense was $130,344 and $454,967, respectively. For the three and nine months ended September 30, 2007, our
stock-based compensation expense was $58,783 and $249,686, respectively. In 2008, we began incurring additional accounting, legal, insurance,
investor related and other costs associated with being a public company.
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Other income (expense) consists of interest expense and change in carrying value of convertible preferred stock warrants, which is offset in part
by interest income. Interest expense consists of interest on debt and amortization of the fair value of our convertible preferred stock warrants
issued as part of debt financing transactions. For the three months ended September 30, 2007, interest expense was $191,000. There was no
interest expense for the three months ended September 30, 2008. For the nine months ended September 30, 2008 and 2007, interest expense was
$2,000 and $823,000, respectively. We repaid most of our outstanding indebtedness with a portion of the proceeds from our IPO in November
2007 and repaid the remainder in February 2008. The remaining unamortized debt discount associated with the convertible preferred stock
warrants issued as part of debt financing transactions was expensed in November 2007 upon the repayment of the debt. Consequently, we
incurred minimal interest expense for the three and nine months ended September 30, 2008 and we do not expect to incur interest expense for
the next twelve months. Proceeds from our IPO are invested in available-for-sale securities.

The change in carrying value of preferred stock warrants is associated with the value of warrants classified as liabilities. These warrants
converted into common stock warrants in connection with our IPO. We no longer incur this non-cash gain or loss following the conversion of
these warrants to common stock warrants. Additional information on our accounting for change in carrying value of preferred stock warrants is
provided in  Critical accounting policies and estimates.

We account for income taxes under the asset and liability method whereby the expected future tax consequences of temporary differences
between the book value and the tax basis of assets and liabilities are recognized as deferred tax assets and liabilities, using enacted tax rates in
effect for the year in which the differences are expected to be recognized. A full valuation allowance is provided as management cannot
conclude that it is more likely than not that our deferred tax assets will be realized. At September 30, 2008, we had approximately $33 million in
net operating loss carryforwards ( NOLs ). We believe that we are not restricted in our ability to use the full amount of the NOLs, nor is there a
limit to the amount of NOLs that may be used in any given year.

We opened our Bensenville, Illinois manufacturing facility in January 2008 and are installing crystal growth furnaces in order to expand our
production capacity. We expect to spend approximately $20 million in 2008 on capital expenditures. Our capital expenditure plans for 2009 are
under review given the current market environment. Our capital expenditures for the nine months ended September 30, 2008 were $15.8 million.

RESULTS OF OPERATIONS THREE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

The following table sets forth our statements of operations for the periods indicated:

Three months ended

September 30,
2008 2007
(in millions)
Revenue $ 118 $ 9.1
Cost of goods sold 7.6 5.8
Gross profit 4.2 33
Operating expenses:
General and administrative 1.3 1.2
Sales and marketing 0.2 0.1
Research and development 0.2 0.2
Loss on disposal of assets 1.2 0.1
Total operating expenses 29 1.6
Income from operations 1.3 1.7
Other income (expense) 0.4 3.0)
Income (loss) before income taxes 1.7 (1.3)
Income tax expense A
Net income (loss) $ 16 $ (1.3)
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The following table sets forth our statements of operations as a percentage of revenue for the periods indicated:

Three months ended

September 30,
2008 2007
(percentage of
total)

Revenue 100% 100%
Cost of goods sold 64 64
Gross profit 36 36
Operating expenses:
General and administrative 11 13
Sales and marketing 2 1
Research and development 2 2
Loss on disposal of assets 10 1
Total operating expenses 25 17
Income from operations 11 19
Other income (expense) 3 (33)
Income (loss) before income taxes 14 (14)
Income tax expense
Net income (loss) 14% (14%)

Revenue. Revenue was $11.8 million for the three months ended September 30, 2008 and $9.1 million for the three months ended September 30,
2007, an increase of $2.7 million, or 29%. Revenue for the three months ended September 30, 2008 from larger diameter products, which we
define as three inch or greater, represented 52% of revenue compared to 43% for the three months ended September 30, 2007. Revenue
increased across all product lines except for larger diameter as-ground wafers, which decreased by $313,000, and two inch diameter core and
wafers, which decreased by $384,000, as we shifted capacity to other larger diameter product lines, primarily six inch polished production. Our
revenue increase was primarily attributable to an increase in shipments of larger diameter substrates to the LED industry, resulting in additional
revenue of $791,000, and sales of six inch polished products to the SOS RFIC market, which increased by $1.6 million as a result of higher
volumes, offset by a slight decline in sales prices totaling $226,000. We had higher contract research revenue of $1.1 million as we met
deliverables associated with our contract for the development of eight inch wafers.

Gross profit. Gross profit was $4.2 million for the three months ended September 30, 2008 and $3.3 million for the three months ended
September 30, 2007, an increase of $896,000. This increase in gross profit was primarily due to recording $1.3 million of contract revenue
which has little direct cost associated with it therefore increasing gross margin in the quarter. Gross margin for the three months ended
September 30, 2008 excluding this revenue was 27.9%, a decline of 8.8%. This decline was due to lower utilization of equipment and staff as a
result of polished and smaller diameter product orders shifting from the three months ended September 30, 2008 to 2009.

General and administrative expenses. G&A expenses were $1.3 million for the three months ended September 30, 2008 and $1.2 million for the
three months ended September 30, 2007, an increase of $130,000. The increase was primarily due to $341,000 of higher audit, investor related,
insurance, back office headcount, legal, and board costs associated with operating as a public company, offset by lower bonus costs of $216,000.

Sales and marketing expenses. Sales and marketing expenses were $218,000 for the three months ended September 30, 2008 and $157,000 for
the three months ended September 30, 2007, an increase of $61,000. The increase in sales and marketing expenses is attributable to additional
headcount of $22,400 and increased travel, marketing and trade show expenses of $43,500, all in support of increased revenue and initiatives to
help grow sales with new customers.
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Research and development expenses. R&D expenses were $179,000 for the three months ended September 30, 2008 and $177,000 for the three
months ended September 30, 2007, an increase of $2,000. The increase was primarily attributable to an increase in headcount and travel of
$28,300 offset by lower project costs of $28,500.

Other income (expense). Other income (expense) was $392,000 for the three months ended September 30, 2008 and ($3.0) million for the three
months ended September 30, 2007, an increase in net other income of $3.4 million. The increase was due in part to the elimination of charges
relating to the carrying value of preferred stock warrants, which were $2.8 million in the three months ended September 30, 2007. Interest
expense decreased by $191,000 as a result of extinguishing our debt, and interest income increased by $392,000 as interest was earned on
invested proceeds from our IPO.
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RESULTS OF OPERATIONS NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007

The following table sets forth our statements of operations for the periods indicated:

Nine months ended

September 30,
2008 2007
(in millions)

Revenue $ 338 $ 246
Cost of goods sold 21.4 16.3
Gross profit 12.4 8.3
Operating expenses:
General and administrative 53 3.6
Sales and marketing 0.7 0.5
Research and development 0.7 0.5
Loss on disposal of assets 1.2 0.1
Total operating expenses 7.9 4.7
Income from operations 4.5 3.6
Other income (expense) 1.7 “4.4)
Income (loss) before income taxes 6.2 (0.8)
Income tax expense 0.1
Net income (loss) $ 61 $ (0.8

The following table sets forth our statements of operations as a percentage of revenue for the periods indicated:

Nine months ended

September 30,
2008 2007
(percentage of total)

Revenue 100% 100%
Cost of goods sold 63 66
Gross profit 37 34
Operating expenses:
General and administrative 16 15
Sales and marketing 2 2
Research and development 2 2
Loss on disposal 4
Total operating expenses 24 19
Income from operations 13 15
Other income (expense) 5 (18)
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Income (loss) before income taxes 18 3)
Income tax expense

Net income (loss) 18% (3%)

Revenue. Revenue was $33.8 million for the nine months ended September 30, 2008 and $24.6 million for the nine months ended September 30,
2007, an increase of $9.2 million, or 38%. Revenue for the nine months ended September 30, 2008 from larger diameter products, which we
define as three inch or greater, represented 52% of revenue compared to 36% for the nine months ended September 30, 2007. Revenue increased
across all product lines except for larger diameter as-ground and as cut wafers, which decreased by $384,000, and two inch core and wafer
product, which decreased by $1.3 million as we shifted capacity to larger diameter product lines, primarily six inch polished production. Our
revenue increase was primarily attributable to an increase in shipments of larger diameter substrates to the LED industry, resulting in additional
revenue of $3.2 million, and sales of six inch polished products to the SOS RFIC market, which increased by $6.4 million as a result of higher
volumes, offset by a slight decline in sales prices totaling $574,000. Revenue also increased on higher contract research revenue of $1.4 million
as we met deliverables associated with our contract for the development of eight inch wafers. We also had higher revenue of $441,000 from
optical products due to increased sales of sapphire and fluorides for military, aerospace, sensor and other applications.
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Gross profit. Gross profit was $12.4 million for the nine months ended September 30, 2008 and $8.3 million for the nine months ended
September 30, 2007, an increase of $4.1 million. The increase in gross profit was primarily due to increased volume of sales to higher margin
larger diameter products partially offset by costs attributable to lower utilization of equipment and staff as a result of polished and smaller
diameter product orders shifting from 2008 to 2009. Also, the increase in gross profit was partially due to recording $1.3 million of contract
revenue which has little direct cost associated with it therefore increasing gross margin.

General and administrative expenses. G&A expenses were $5.3 million for the nine months ended September 30, 2008 and $3.6 million for the
nine months ended September 30, 2007, an increase of $1.7 million. The increase was primarily due to $958,000 of higher audit,
investor-related, insurance, back office headcount, legal, and board costs associated with operating as a public company, $729,000 of costs
associated with the follow-on public offering, $221,000 from higher payroll and payroll taxes associated with the exercise of stock options, and
$162,000 in higher franchise taxes partially offset by lower debt financing costs of $179,000 due to the extinguishment of our debt and lower
performance based bonus costs of $255,000.

Sales and marketing expenses. Sales and marketing expenses were $699,000 for the nine months ended September 30, 2008 and $492,000 for
the nine months ended September 30, 2007, an increase of $207,000. The increase in sales and marketing expenses is attributable to additional
payroll and payroll taxes associated with the exercise of stock options of $124,000, increased travel expense of $35,700 and increased marketing
and trade show expenses of $61,900 all in support of increased revenue and initiatives to help grow sales with new customers.

Research and development expenses. R&D expenses were $679,000 for the nine months ended September 30, 2008 and $553,000 for the nine
months ended September 30, 2007, an increase of $126,000. The increase was primarily attributable to an increase in payroll costs of $177,000
partially offset by a decrease in spending on research projects of $61,500.

Other income (expense). Other income (expense) was $1.7 million for the nine months ended September 30, 2008 and ($4.4) million for the nine
months ended September 30, 2007, an increase in net other income of $6.1 million. The increase was due in part to the elimination of charges
relating to the carrying value of preferred stock warrants, which were $3.6 million in the nine months ended September 30, 2007. Interest
expense decreased by $823,000 as a result of extinguishing our debt, and interest income increased by $1.7 million on interest earned on
invested proceeds from our IPO.

LIQUIDITY AND CAPITAL RESOURCES

We historically funded our operations using a combination of issuances of common stock and preferred stock, a working capital line of credit
and term loans and cash generated from our operations. Since our inception, we have raised approximately $136 million of equity from the
issuance of common and preferred stock.

As of September 30, 2008, we had cash and short term investments totaling $52.4 million, including cash of $1.8 million held in deposits at a
major bank, $3.3 million invested in money market funds and had short term investments in commercial paper, corporate, state and local bonds,
and US treasury securities of $47.3 million. In addition, as of September 30, 2008, we had $9.9 million of investments in municipal auction rate
securities which we have classified as long-term investments. In February 2008, we began experiencing failed auctions for our entire auction rate
securities portfolio, resulting in our inability to sell these securities in the short term. A failed auction results in a lack of liquidity in the
securities but does not signity a default by the issuer. We may need to hold these investments for a longer period than was originally anticipated.
On October 23, 2008, we accepted an offer from UBS, AG for settlement rights to sell these securities at par value. More information on our
auction rate security position can be found in Notes 4 and 9 to our financial statements for the three and nine months ended September 30, 2008,
included elsewhere in this Quarterly Report.

Cash flows from operating activities

Cash provided by operating activities was $3.2 million for the nine months ended September 30, 2008. During such period, we generated net
income of $6.1 million and we incurred non-cash charges of $5.0 million, including depreciation expense of $3.2 million, net loss on disposal of
equipment of $1.2 million and stock-based compensation expense of $571,000. We experienced an increase during such period in accounts
receivable of $3.4 million on increased sales and slower collection of receivables, an increase in accounts payable of $1.3 million, an increase in
spare parts of $1.6 million due primarily to an increase in furnace material inventory and an increase in inventory of $3.1 million on increasing
safety stock of raw material. We also experienced a decrease in other accruals of $325,000 due to timing on miscellaneous accruals and a
decrease in deferred revenue of $583,000 due to recognition of revenue deferred on a contract research project.

Cash provided by operating activities was $4.1 million for the nine months ended September 30, 2007. During such period, we generated net
loss of $813,000 and we incurred non-cash charges of $6.7 million, including depreciation expense of $2.5 million, change in carrying value of
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disposal of equipment of $139,000 and interest expense related to debt accretion of $253,000. We experienced an increase in accounts receivable
of $1.2 million on increased sales, an increase in accounts payable of $1.6 million and an increase in inventory and spare parts of $1.5 million
due to increased production to meet increased customer demand. We also experienced an increase in prepaid expenses and other assets of $1.6
million due to costs incurred in connection with our IPO and an increase in deferred revenue of $833,000 due to revenue deferral on a contract
research project.

The $822,000 decrease in cash provided by operating activities for the nine months ended September 30, 2008, compared to the nine months
ended September 30, 2007, is primarily attributable to an increase in net income of $6.9 million, as sales of larger diameter, higher margin
products increased, partially offset by a decrease in non-cash charges of $1.7 million primarily associated with our debt financing and the change
in carrying value of convertible preferred stock warrants which were retired in connection with our IPO. On a period-over-period basis, as sales
increased, we experienced an increase in accounts receivable of $2.2 million on increased sales volume and slower collection of receivables. We
also had an increase in inventory of $2.3 million primarily from an increase in raw material inventory as we increased stock in anticipation of
higher sales demand and an increase in spare parts inventory of $868,000 to have necessary stock on hand to meet customer needs and expansion
efforts. We also experienced a decrease in deferred revenue of $1.4 million due to recognition of revenue deferred on a contract research project,
a decrease of $587,000 in accrued liabilities on timing of payments and a decrease in prepaid expenses of $1.6 million as costs incurred in the
nine months ended September 30, 2007, for our IPO were reclassified at the IPO date from prepaid to additional paid-in-capital, a component of
stockholders equity.

Cash flows used in investing activities

Net cash used in investing activities was $3.1 million and $6.7 million for the nine months ended September 30, 2008 and 2007, respectively.
During the nine months ended September 30, 2008, we used approximately $10.5 million to purchase components used to construct additional
crystal growth furnaces, approximately $1.6 million for infrastructure changes needed to expand operations in our facility in Bensenville, Illinois
and approximately $3.7 million to purchase various equipment used to expand our production capacity in support of our sales growth. This was
partially offset by proceeds from sales of investments of $12.7 million. During the nine months ended September 30, 2007, we used
approximately $4.9 million to add crystal growth furnaces, approximately $1.7 million to upgrade existing capacity in other areas and
approximately $125,000 to begin infrastructure changes needed to commence operations in our facility in Bensenville, Illinois. We expect to
spend approximately $20 million in 2008 on capital expenditures. Our capital expenditure plans for 2009 are under review given the current
market environment. Our capital expenditures for the nine months ended September 30, 2008 were $15.8 million.

Cash flows from financing activities

Net cash provided by financing activities was $538,000 and $182,000 for the nine months ended September 30, 2008 and 2007, respectively. Net
cash provided from financing activities for the nine months ended September 30, 2008 reflects $602,000 from proceeds from stock option
exercises partially offset by remaining costs of $38,000 from our IPO and $29,000 of payments made on a capital lease. Net cash provided by
financing activities for the nine months ended September 30, 2007 reflects proceeds of $8.1 million from refinancing our line of credit and term
debt facility partially offset by $7.9 million of payments made on capital leases and retirement of a refinanced line of credit and term debt
facility.

Future liquidity requirements

We believe that our existing cash, cash equivalents, investments, and anticipated cash flows from operating activities will be sufficient to meet
our anticipated cash needs for at least the next 12 months. These cash needs include cash required to fund our operations, taking into account
anticipated increases in operating expenses and our planned capital expenditures to support our continued growth. If the assumptions underlying
our business plan regarding future revenues and expenses change or if unexpected opportunities or needs arise, we may seek to raise additional
cash by selling equity or convertible debt securities. If we raise additional funds through the issuance of equity or convertible debt securities, the
percentage ownership of our stockholders could be significantly diluted, and these newly-issued securities may have rights, preferences or
privileges senior to those of existing stockholders. If we obtain debt financing, a substantial portion of our operating cash flow may be dedicated
to the payment of principal and interest on such indebtedness, and the terms of the debt securities issued could impose significant restrictions on
our operations. If we are unable to obtain financing on terms favorable to us, we may be unable to successfully execute our business plan.

Contractual obligations

The contractual obligations presented in the table below represent our estimates of future payments under fixed contractual obligations and
commitments at September 30, 2008. Changes in our business needs, as well as actions by third parties and other factors, may cause these
estimates to change. Because these estimates are complex and necessarily subjective, our actual payments in future periods are likely to vary

Table of Contents 36



Edgar Filing: Rubicon Technology, Inc. - Form 10-Q

from those presented in the table. The following table sets forth information relating to our contractual obligations at September 30, 2008:

Purchase obligations

Total contractual obligations

Table of Contents

Payments due in
Less than 1 1-3 3-5 More than

year years  years 5 years Total
(in millions)
$ 3,769,000 $ 3,769,000
$3,769,000 $ $ $ $ 3,769,000
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

We consider to be critical those accounting policies that require our most subjective or complex judgments, which often result from a need to
make estimates about the effect of matters that are inherently uncertain, and that are among the most important of our accounting policies in the
portrayal of our financial condition and results of operations. We believe the following to be our critical accounting policies, including the more
significant estimates and assumptions used in preparation of our financial statements.

Revenue recognition

We recognize revenue from sales of products when:

Persuasive evidence of an arrangement exists. We require evidence of a purchase order with the customer specifying the terms and
specifications of the product to be delivered, typically in the form of a signed quotation or purchase order from the customer.

Title has passed and the product has been delivered. Title passage and product delivery generally occurs when the product is delivered to a
common carrier.

The price is fixed or determinable. All terms are fixed in the signed quotation or purchase order received from the customer. The purchase
orders do not contain rights of cancellation, return, exchanges or refunds.

Collection of the resulting receivable is reasonably assured. Our standard arrangement with customers includes 30 day payment terms.
Customers are subject to a credit review process that evaluates each customer s financial position and its ability to pay. We determine
collectibility by considering the length of time the customer has been in business and our history of collections with that customer. If we
determine that collection is not probable, no product is shipped and no revenue is recognized unless cash is received in advance.
Contract research revenue is recognized as services are performed. We execute agreements with our customers that clearly describe the scope of
the project, the services we will provide, ownership of any tangible or intangible assets generated as part of the project, and the amount of
consideration we will receive.

There are no significant judgments or estimates associated with our revenue recognition policies or processes. All of our revenue is denominated
in US dollars.

Inventory valuation

We value our inventory at the lower of cost or market. Market is determined based on net realizable value. Cost is determined for raw materials
on a first-in, first-out basis and work in process and finished goods are based on actual costs. We establish inventory reserves when conditions
exist that suggest inventory may be in excess of anticipated demand or is obsolete based on customer required specifications. We evaluate the
ability to realize the value of our inventory based on a combination of factors, including forecasted sales, estimated current and future market
value and changes in customer s product specifications. Recoveries of previously written-down inventory are recognized only when the related
inventory is sold and revenue has been recognized. Based on current demand and pricing of our products, we believe that it is unlikely that
significant adjustments for inventory obsolescence will occur. Our method of estimating excess and obsolete inventory has remained consistent
for all periods presented. However, if our recognition of excess or obsolete inventory is, or if our estimates of our inventory s potential utility
become, less favorable than currently expected, additional inventory reserves may be required.

Allowance for doubtful accounts

We estimate the allowance for doubtful accounts based on an assessment of the collectibility of specific customer accounts. The determination
of risk for collection is assessed on a customer-by-customer basis considering our historical experience and future orders with the customer,
changes in payment patterns, and recent information we have about the current status of our accounts receivable balances. If we determine that a
specific customer is a risk for collection, we provide a specific allowance for credit losses to reduce the net recognized receivable to the amount
we reasonably believe will be collected. We believe that, based on the customers to whom we sell and the nature of our agreements with them,
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our estimates are reasonable. Our method of estimating collectibility has remained consistent for all periods presented and with past collections
experience. We believe that it is unlikely that significant adjustments to allowances for doubtful accounts will be necessary.
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Stock-based compensation

Effective January 1, 2006, we adopted SFAS 123R which amends SFAS 123 Accounting for Stock-Based Compensation ( SFAS 123 ), and
requires us to expense stock options based upon the fair market value on the date of grant. We adopted SFAS 123R using the prospective
method. Under this transition method, the provisions of SFAS 123R are applied to new awards and to awards modified, repurchased, or
cancelled after January 1, 2006. We selected the Black-Scholes option pricing model to determine the fair value of stock options. The
determination of the fair value of stock-based payment awards on the date of grant using an option-pricing model will be affected by
assumptions regarding a number of complex and subjective variables. These variables include our expected stock volatility over the term of the
awards, actual and projected employee stock option exercise behaviors, risk-free interest rates, forfeitures and expected dividends.

The expected term represents the weighted-average period that our stock options are expected to be outstanding and is based upon the vesting
term of our options, a review of a peer group of companies, and expected exercise behavior. Until November 2007, we were operating as a
private company, and, as a result, we were unable to use our actual price volatility data. Therefore, we estimate the volatility of our common
stock based on volatility of similar entities over the expected term of our stock options. We base the risk-free interest rate that we use in the
option pricing model on US Treasury zero-coupon issues with remaining terms similar to the expected term on the options. We do not anticipate
paying any cash dividends in the foreseeable future and, therefore, use an expected dividend yield of zero in the option pricing model. We are
required to estimate forfeitures at the time of grant and revise those estimates in subsequent periods if actual forfeitures differ from those
estimates. The current forfeiture rate of 25% was based on our past history of pre-vesting forfeitures.

We had a choice of two attribution methods for allocating compensation costs under SFAS 123R, the straight-line method, which allocates
expense on a straight-line basis over the requisite service period of the last separately vesting portion of an award, or the graded vesting
attribution method, which allocates expense on a straight-line basis over the requisite service period for each separately vesting portion of the
award as if the award was, in substance, multiple awards. We chose the former method and amortized the fair value of each option on a
straight-line basis over the service period.

Based on the variables affecting the valuation of our common stock and the method used for allocating compensation costs, we recognized
$130,344 and $454,967 in stock compensation expense during the three and nine months ended September 30, 2008, respectively.

With respect to each option grant date for the three and nine months ended September 30, 2007, we determined the deemed fair value of our
common stock. As there was no public market for our common stock during these periods, this determination was necessarily subjective. In
making this determination, we considered a number of factors, including:

the issuance price of our series of preferred shares to third parties;

the liquidation preference and other rights of the preferred shares; and

the fact that the option grants involved illiquid securities of a private company.
Valuation methodologies employed

The valuation methodologies we employed in connection with these 2007 option grants were based on various generally accepted valuation
methods. Specifically, at each reporting date we analyzed the value of the company, or the business enterprise value, using market and income
approaches, and then allocated the business enterprise value using contingent claims analysis, an application of option pricing theory. The
allocation of the business enterprise value to convertible preferred stock, common stock, warrants and stock options at September 30, 2007 used
option pricing theory and considered the probability of an initial public offering.

In determining the business enterprise value at September 30, 2007, we used both market and income value approaches. The market approach
used both comparable company and transaction valuation methods. The comparable company market approach used revenue multiples observed
in active securities markets and the transaction method used both revenue and EBITDA (earnings before interest, taxes, depreciation and
amortization) multiples observed in the mergers and acquisitions market. The income approach determines a business enterprise value using the
discounted present value of projected cash flow streams.
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The final business enterprise value determined using the market and income approaches was then adjusted for appropriate marketability
discounts. These marketability discounts were reduced at each reporting date, beginning with the December 31, 2006 reporting date, to reflect
the increased probability of the initial public offering.

The allocation of the business enterprise value to each class of preferred stock and common stock was determined using contingent claims
analysis, which is based on the principles of option pricing theory. Specifically, each class of security is modeled as a call option with a unique
claim on our assets. The resulting claims allocate the anticipated proceeds between the different securities upon a liquidity event, which in our

case was our initial public offering. In modeling each security as a call option, we used the Black-Scholes option pricing model.
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Determining the fair value of our convertible preferred stock, common stock, warrants and stock options involved complex and subjective
judgments involving estimates of revenue, earnings, assumed market growth rates and estimated costs, as well as appropriate discount rates. At
the time of each valuation, the significant estimates used in the income approach (discounted cash flow model) included estimates of our revenue
and revenue growth rates for several years into the future. Although each time we prepared such forecasts in the preparation of a valuation
report, we did so based on assumptions that we believed to be reasonable and appropriate, there can be no assurance that any such estimates for
earlier periods have come to pass or that any such estimates for future periods will prove to be accurate.

The most significant factors contributing to the difference between the fair value of the shares of our common stock subject to our 2007 stock
option grants and the initial public offering price were the increase in probability of the completion of an initial public offering of our common
stock and positive changes in market conditions. Due to our history of operating losses prior to 2007, including negative gross profit in 2005, our
ability to achieve our initial public offering price was highly contingent on achieving current strong operating results. Achieving strong
operating results in the quarter ended September 30, 2007 and through completion of our initial public offering validated our financial
projections for subsequent periods and resulted in our ability to obtain the estimated initial public offering price.

There was no aggregate intrinsic value of all stock options outstanding at September 30, 2008, based on the fair market value of the common
stock at September 30, 2008.

Convertible preferred stock warrant liability

Beginning January 1, 2006, we began accounting for warrants to purchase our preferred stock issued in connection with financing agreements in
accordance with FSP 150-5. Pursuant to FSP 150-5, we evaluate certain specifically identified conditions to determine whether the fair value of
these warrants is required to be classified as a liability. The fair value of the warrants that were classified as liabilities was adjusted for changes
in fair value at each reporting period, and the corresponding non-cash gain or loss was recorded in current period earnings. We estimated the fair
market value of these warrants at the respective balance sheet dates using a Black-Scholes option-pricing model, based on the estimated market
value of the underlying preferred stock at the measurement date, the remaining contractual term of the warrant, risk- free interest rates and
expected dividends on and expected volatility of the price of the underlying preferred stock. These estimates, especially the market value of the
underlying preferred stock and the expected volatility, are highly judgmental. The assumptions used in our Black-Scholes option pricing model
for Series E, C, B, B-2 and A warrants at January 1, 2006 upon the adoption of FSP 150-5 were: (i) remaining contractual terms of 2.1 to 9.9
years; (ii) risk-free interest rate of 4.82% to 4.86%; (iii) expected volatility of 50% to 79%, and (iv) no expected dividend yield. The
assumptions used in our Black-Scholes option pricing model for Series E, C, B, B-2 and A warrants at December 31, 2006 were: (i) remaining
contractual terms of 1.3 to 9.1 years; (ii) risk-free interest rates of 4.70% to 5%; (iii) expected volatility of 47% to 76% and (iv) no expected
dividend yield. In each case, the fair value of the underlying preferred stock was assessed primarily by a valuation prepared by management
using the practice aid.

Upon the closing of our initial public offering in November 2007, outstanding warrants to purchase our preferred stock became warrants to
purchase shares of our common stock and certain of these warrants to purchase our preferred stock were net exercised. As a result, upon the
conversion of the preferred stock warrants to common stock warrants, the warrants were no longer subject to FSP 150-5. The then-current
aggregate fair value of these warrants was reclassified from liabilities to additional paid-in-capital, a component of stockholders equity, and we
ceased to record any related periodic fair value adjustments.

Redeemable convertible preferred stock

Prior to our initial public offering, we issued various classes of preferred stock. The holders of Series A, B, B-2, C, C-2, D, D-2 and E preferred
stock had the option to sell their shares back to us at the greater of the original purchase price plus accrued and unpaid dividends or the current
fair market value of the shares plus accrued and unpaid dividends. As a result, the carrying value of the preferred stock was increased by an
accretion amount each period so that the carrying amounts will equal the greater of fair value plus accrued and unpaid dividends or original
purchase price plus accrued and unpaid dividends. The accreted amounts are recorded to accumulated deficit. The option to sell and the related
accretion of the preferred shares terminated upon the closing of our initial public offering.

The fair value of our preferred stock was determined based upon the sales price of our preferred stock to third-party investors, and in 2007, when
transactions in our preferred stock were not available, based upon valuations prepared by management using the methodology set forth in the
practice aid. This methodology considered the probability and fair value of the sale of stock in an initial public offering. The valuation
methodologies we used to estimate the fair value of our preferred stock have been applied consistently for all periods presented and the
assumptions used were based on the best available information at that time. Accordingly, we do not believe that adjustments to amounts
recorded in respect of our redeemable convertible preferred stock will be required.
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RECENT ACCOUNTING PRONOUNCEMENTS

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations. This Statement replaces FASB Statement No. 141, Business
Combinations. SFAS No. 141(R) establishes principles and requirements for how an acquiring company: recognizes and measures in its
financial statements the identifiable assets acquired, the liabilities assumed, and any non-controlling interest in the acquiree; recognizes and
measures the goodwill acquired in the business combination or a gain from a bargain purchase; and determines what information to disclose to
enable users of the financial statements to evaluate the nature and financial effects of the business combination. SFAS No. 141(R) further
changes the accounting treatment for certain specific items, including: acquisition costs will be generally expensed as incurred; acquired
contingent liabilities will be recorded at fair value at the acquisition date and subsequently measured at either the higher of such amount or the
amount determined under existing guidance for non-acquired contingencies; in-process research and development will be recorded at fair value
as an indefinite-lived intangible asset at the acquisition date; restructuring costs associated with a business combination will be generally
expensed subsequent to the acquisition date; and changes in deferred tax asset valuation allowances and income tax uncertainties after the
acquisition date generally will affect income tax expense. SFAS No. 141(R) applies prospectively to any business combinations for which the
acquisition date is on or after January 1, 2009.

On January 1, 2008, the Company adopted EITF 07-3, Accounting for Nonrefundable Advance Payments for Goods or Services Received for
Use in Future Research and Development Activities, ( EITF 07-3 ). EITF 07-3 requires that nonrefundable advance payments for goods or
services that will be used or rendered for future research and development activities be deferred and capitalized and recognized as an expense as
the goods are delivered or the related services are performed. The adoption of EITF 07-03 did not have a material impact on the Company s
financial condition or results of operations.

In March 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities an amendment of FASB
Statement No. 133 ( SFAS 161 ). SFAS 161 requires disclosures related to objectives and strategies for using derivatives; the fair-value amounts
of, and gain and losses on, derivative instruments; and credit risk-related contingent features in derivative agreements. SFAS 161 is effective for
fiscal years beginning after November 15, 2008. SFAS 161 is not expected to have a material impact on the Company s financial statements.

In May 2008, the FASB issued Statement No. 162, The Hierarchy of Generally Accepted Accounting Principles ( SFAS 162 ). SFAS 162
identifies the sources of accounting principles and the framework for selecting the principles to be used in the preparation of financial statements
of non-governmental entities that are presented in conformity with accounting principles generally accepted in the United States of America.

SFAS 162 is effective 60 days following the SEC s approval of the Public Company Accounting Oversight Board amendments to AU

Section 411, The Meaning of Present Fairly in Conformity with Generally Accepted Accounting Principles. SFAS 162 is not expected to have a
material impact on the Company s financial statements.

OFF-BALANCE SHEET ARRANGEMENTS

For the quarter ended September 30, 2008, we did not engage in any off-balance sheet arrangements.

ITEM3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK
Market risk is the risk of loss related to changes in market prices, including interest rates, of financial instruments that may adversely impact our
financial position, results of operations or cash flows.

Foreign currency exchange risk. To date, all of our international sales have been transacted in US dollars. Accordingly, we have limited
exposure to foreign currency exchange rates and do not enter into foreign currency hedging transactions.

Interest rate risk. We do not have any long-term borrowings. Our investments consist of cash, cash equivalents, commercial paper, corporate,
state and local bonds, and US treasury securities. The primary objective of our investment activities is to preserve principal while maximizing
income without significantly increasing risk. We do not enter into investments for trading or speculative purposes. Our investments are exposed
to market risk due to a fluctuation in interest rates, which may affect our interest income and the fair market value of our investments. Due to the
short-term nature of our investment portfolio, we do not believe an immediate 10% increase or decrease in interest rates would have a material
effect on the fair market value of our portfolio, and therefore we do not expect our operating results or cash flows to be materially affected by a
sudden change in market interest rates.

Inflation. Our operations have not been, and we do not expect them to be, materially affected by inflation. However, historically, the prices we
charge our customers are market driven, and therefore we may not be able to increase our prices to offset any increase in our material or labor
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costs. Our inability or failure to do so could harm our business, financial condition and results of operations.

ITEM 4. CONTROLS AND PROCEDURES
Management s evaluation of disclosure controls and procedures

Based on evaluations at September 30, 2008, our chief executive officer and chief financial officer (together, our certifying officers ), with the
participation of the management team, have concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934, as amended (the Exchange Act )) are effective to ensure
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that information required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the rules and forms of the SEC, and that material information relating to the Company is
accumulated and communicated to management, including our chief executive officer and chief financial officer, as appropriate to allow timely
decisions regarding required disclosures.

Changes in internal control over financial reporting

Our management, including our chief executive officer and chief financial officer, believes that a controls system, no matter how well designed
and operated, is based in part upon certain assumptions about the likelihood of future events, and therefore can only provide reasonable, not
absolute assurance that the objectives of the control system are met, and no evaluation of controls can provide absolute assurance that all control
issues and instances of fraud, if any, within a company have been detected.

Our certifying officers have concluded that there were no changes in our internal control over financial reporting (as defined in Rule 13a-15(f)
under the Exchange Act) during the three months ended September 30, 2008, that materially affected, or are reasonably likely to materially
affect, our internal control over financial reporting.

Our Quarterly Report on Form 10-Q for the quarter ended September 30, 2008 does not include a report of management s assessment regarding
internal control over financial reporting or an attestation report of our independent registered public accounting firm due to a transition period
established by rules of the Securities and Exchange Commission for newly public companies. At the end of fiscal year 2008, Section 404 of the
Sarbanes-Oxley Act of 2002 will require our management to provide an assessment of the effectiveness of our internal control over financial
reporting, and our independent registered public accounting firm will be required to report on the effectiveness of our internal control over
financial reporting.

PART II

ITEM1. LEGAL PROCEEDINGS
None.

ITEM 1A. RISK FACTORS

Our business is influenced by many factors that are difficult to predict, involve uncertainties that may materially affect actual results and are
often beyond our control. We have identified a number of these risk factors in our Annual Report on Form 10-K for the year ended

December 31, 2007, which factors should be taken into consideration when reviewing the information contained in this report. There have been
no material changes with regard to the risk factors previously disclosed in our Annual Report on Form 10-K for the year ended December 31,
2007.

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

(a) On September 24, 2008, one investor exercised warrants to purchase an aggregate of 152,380 shares of our common stock at an exercise
price of $3.6478. In lieu of paying the exercise price in cash, the investor used the cashless exercise features of the warrants and surrendered to
us for cancellation an aggregate of 56,561 shares of our common stock, resulting in a net issuance of 95,819 shares in the aggregate to the
investor.

(b) On November 15, 2007, our Registration Statement on Form S-1 (333-145880) covering the initial public offering of our common stock was
declared effective by the SEC. We registered 5,500,000 shares of common stock to be sold by us, 1,200,000 shares to be sold by selling
stockholders and an additional 1,005,000 to be sold by us to cover an overallotment option granted to the underwriters. UBS Securities LLC,
Canaccord Adams Inc., CIBC World Markets Corp. and Janney Montgomery Scott LLC acted as underwriters in the offering, and UBS
Securities served as sole book-running manager of our initial public offering. The closing of the offering was on November 21, 2007, at which
time we sold 6,505,000 shares (including the underwriters overallotment) and the selling stockholders sold 1,200,000 shares.
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The shares sold by us and the selling stockholders were sold at a price to the public of $14.00 per share. Costs incurred in connection with the
issuance and distribution of the securities registered were as follows:

Underwriting discounts and commissions $6,374,900

Other expenses $3,650,000, which included payments for legal services incurred on behalf of certain of the selling stockholders for
their participation in the offering, including: Gazelle TechVentures Fund, L.P. and Gazelle Co-Investment Fund, L.P. (the Gazelle
Funds ) which sold approximately 29.56% of the shares sold by the selling stockholders and benefited from offering expenses paid by
us on their behalf. Don N. Aquilano, the chairman of our board of directors, is also the managing director and president of Gazelle
TechVentures, Inc., the manager of Monument Technology Partners, LLC, which is the general partner of the Gazelle Funds.

Total expenses $10,024,900
23
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Except as described above, none of these payments were direct or indirect payments to directors or officers of the Company or their associates or
to persons owning 10% or more of any class of our equity securities or any of our affiliates. The net offering proceeds to us after deducting the
total expenses described above totaled approximately $81.0 million. We did not receive any portion of the proceeds from the sale of shares by
the selling stockholders. The net proceeds were invested in interest bearing short-term and long-term marketable securities.

The principal purposes of the offering were to obtain additional capital, establish a public market for our common stock and facilitate our future
access to public capital markets.

In 2007, we had used approximately $7.6 million of the net proceeds to repay borrowings outstanding under the revolving line of credit
financing agreement with Hercules Technology Growth Capital, Inc. and to pay related fees and expenses. In the nine months ended
September 30, 2008, we used $15.8 million for the purchase and installation of leasehold improvements and machinery and equipment
associated with the expansion of our Bensenville, Illinois and Franklin Park, Illinois manufacturing facilities. We intend to use the remaining
$57.6 million of the net proceeds from the offering for additional expansion of our manufacturing facilities, working capital and other general
corporate purposes.

(c) We did not repurchase any shares of our equity securities during the quarter ended September 30, 2008.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
The Annual Meeting of Stockholders was held on July 25, 2008. A quorum consisting of approximately 91% of the Company s common stock
issued and outstanding was represented either in person or by proxy. At the meeting, the following proposals were approved by the stockholders:

1. To elect two directors to three-year terms.

2. To ratify the appointment of Grant Thornton LLP as independent auditors for the fiscal year ending December 31, 2008.

For Against ‘Withheld Abstention
Proposal #1:
Raja M. Parvez 18,461,963 679,237
Raymond J. Spencer 18,461,412 679,788
Proposal #2 19,118,761 15,042 7,397

ITEM 5. OTHER INFORMATION
None.

ITEM 6. EXHIBITS
The exhibits filed or incorporated by reference as a part of this report are listed in the Index to Exhibits which appears following the signature
page to this Quarterly Report on Form 10-Q and is incorporated by reference.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized on November 13, 2008.
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Rubicon Technology, Inc.

By /s/ Raja M. Parvez
Raja M. Parvez
Chief Executive Officer and President

(Principal Executive Officer)

By /s/ William F. Weissman
William F. Weissman
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT INDEX

The Exhibits listed below are filed or incorporated by reference as part of this Quarterly Report on Form 10-Q.

Exhibit No. Description

3.1

32

10.1

31.1

31.2

321

+

Eighth Amended and Restated Certificate of Incorporation of
Rubicon Technology, Inc.

Amended and Restated Bylaws of Rubicon Technology, Inc.

First Amendment of the 6 Supply Agreement by and between
Peregrine Semiconductor Corp. and Rubicon Technology, Inc.,
effective as of August 22, 2008.+

Certification of Chief Executive Officer pursuant to Exchange Act
Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer pursuant to Exchange Act
Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002

Certifications of Chief Executive Officer and Chief Financial
Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Incorporation by Reference

Filed as Exhibit 3.1 to Amendment No. 2, filed on November
1, 2007, to the registrant s Registration Statement on Form
S-1(File No. 333-145880)

Filed as Exhibit 3.2 to Amendment No. 2, filed on November
1, 2007, to the registrant s Registration Statement on Form
S-1(File No. 333-145880)

Confidential treatment has been requested for certain provisions of this Exhibit pursuant to Rule 24b-2 promulgated under the Securities

Exchange Act of 1934, as amended.
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