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THE SECURITIES EXCHANGE ACT OF 1934

For Quarter Ended September 30, 2011      Commission File No. 1-9399

       RESEARCH FRONTIERS INCORPORATED      
(Exact name of registrant as specified in charter)
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(State of incorporation or organization) (IRS Employer
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240 Crossways Park Drive, Woodbury, N.Y. 11797
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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 has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). 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.
(Check one):

Large accelerated filer [ ] Accelerated filer [X] Non-accelerated filer [ ] Smaller reporting company [ ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the 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: As of November 10,
2011, there were outstanding 18,544,355 shares of Common Stock, par value $0.0001 per share.

Edgar Filing: RESEARCH FRONTIERS INC - Form 10-Q

1



RESEARCH FRONTIERS INCORPORATED

Consolidated Balance Sheets

September 30, December 31,
2011 2010

Assets (Unaudited)
Current assets:

Cash and cash equivalents $      2,715,548 $      6,957,544
Short term investments 2,000,000 ---
Royalty receivables, net of reserves of $92,723 and $162,723 154,955 380,177
Prepaid expenses and other current assets 124,456 118,099
Note receivable SPD Control Systems 150,000 ---

Total current assets 5,144,959 7,455,820

Fixed assets, net 88,897 109,768
Note receivable SPD Control Systems -- 150,000
Deposits and other assets 22,605 69,103

Total assets $ 5,256,461 $ 7,784,691

Liabilities and Shareholders' Equity
Current liabilities:

Accounts payable $ 141,906 $ 51,938
Deferred revenue 89,841 25,000
Accrued expenses and other 100,701 235,301

Total liabilities 332,448 312,239

Commitments and Contingencies

Shareholders' equity:
Capital stock, par value $0.0001 per share; authorized
100,000,000 shares, issued and outstanding 18,544,355 and
18,281,973 shares, respectively 1,854 1,828
Additional paid-in capital 88,506,620 87,744,842
Accumulated deficit (83,584,461) (80,274,218)

Total shareholders' equity 4,924,013 7,472,452

Total liabilities and shareholders' equity $ 5,256,461 $ 7,784,691

See accompanying notes to consolidated financial statements.
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RESEARCH FRONTIERS INCORPORATED

Consolidated Statements of Operations

(Unaudited)

Nine months ended Three months ended
September 30, September 30,
2011 2010 2011 2010

Fee income $      492,048 $      425,942 $      207,200 $      137,702

Operating expenses 2,741,042 2,476,490 678,640 585,506

Research and development 1,080,020 1,099,693 340,960 305,532
3,821,062 3,576,183 1,019,600 891,038

Operating loss (3,329,014) (3,150,241) (812,400) (753,336)

Net investment income 18,771 11,431 10,560 3,945

              Net loss $ (3,310,243) $ (3,138,810) $ (801,840) $ (749,391)

Basic and diluted Net
       loss per common share $ (.18) $ (.18) $ (.04) $ (.04)

Basic and diluted
weighted average number of
common shares outstanding 18,535,913 17,264,146 18,544,355 17,062,472

See accompanying notes to consolidated financial statements.
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RESEARCH FRONTIERS INCORPORATED

Consolidated Statements of Cash Flows

(Unaudited)

Nine months ended
September 30,
2011 2010

Cash flows from operating activities:
Net loss $      (3,310,243) $      (3,138,810)
Adjustments to reconcile net loss to net cash

used in operating activities:
Depreciation and amortization 29,597 32,706
Stock-based compensation 695,827 718,248
Recovery of uncollectible royalty receivable (30,000) (20,000)
Changes in assets and liabilities:

Royalty receivables 255,222 110,489
Prepaid expenses and other assets 40,141 35,959
Deferred revenue 64,841 36,250
Accounts payable and accrued expenses (44,632) (99,710)

Net cash used in operating activities (2,299,247) (2,324,868)

Cash flows from investing activities:
Purchase of fixed assets (8,726) (3,248)
Purchase of short term investments (2,000,000) ---

Net cash used in investing activities (2,008,726) (3,248)

Cash flows from financing activities:
Net proceeds from issuance of common stock --- 4,537,574
Net proceeds from the exercise of options or warrants 65,977 ---
Net cash provided by financing activities 65,977 4,537,574

Net (decrease) increase in cash and cash equivalents (4,241,996) 2,209,458

Cash and cash equivalents at beginning of year 6,957,544 3,760,534

Cash and cash equivalents at end of period $ 2,715,548 $ 5,969,992

Supplemental disclosure of non-cash
financing activities:

Receivable from issuance if common stock $ --- $ 406,080

See accompanying notes to consolidated financial statements.
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RESEARCH FRONTIERS INCORPORATED
Notes to Consolidated Financial Statements

September 30, 2011
(Unaudited)

Basis of Presentation

The accompanying unaudited consolidated condensed financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (“GAAP”) for interim financial information and with the instructions to Rule 10-01 of Regulation S-X. Accordingly, they do
not include all of the information and footnotes required by GAAP for complete financial statements. In the opinion of management, all
adjustments considered necessary for a fair presentation have been included. All such adjustments are of a normal recurring nature. Operating
results for the three and nine months ended September 30, 2011 are not necessarily indicative of the results that may be expected for the fiscal
year ending December 31, 2011. For further information, refer to the consolidated financial statements and footnotes thereto included in the
Annual Report on Form 10-K relating to Research Frontiers Incorporated (the “Company”) for the fiscal year ended December 31, 2010.

Business

The Company operates in a single business segment which is engaged in the development and marketing of technology and devices to control
the flow of light. Such devices, often referred to as "light valves" or suspended particle devices (SPDs), use colloidal particles that are either
incorporated within a liquid suspension or a film, which is usually enclosed between two sheets of glass or plastic having transparent,
electrically conductive coatings on the facing surfaces thereof. At least one of the two sheets is transparent. SPD technology, made possible by a
flexible light-control film invented by Research Frontiers, allows the user to instantly and precisely control the shading of glass/plastic manually
or automatically. SPD technology has numerous product applications, including: SPD-Smart™ windows, sunshades, skylights and interior
partitions for homes and buildings; automotive windows, sunroofs, sun-visors, sunshades, rear-view mirrors, instrument panels and navigation
systems; aircraft windows; eyewear products; appliance applications and flat panel displays for electronic products. SPD-Smart light control film
is now being developed for, or used in, architectural, automotive, marine, and aerospace applications.

Patent Costs

The Company expenses costs relating to the development or acquisition of patents due to the uncertainty of the recoverability of these items.

Revenue Recognition

The Company has entered into a number of license agreements covering its light-control technology. The Company receives minimum annual
royalties under certain license agreements and records fee income on a ratable basis each quarter. In instances when sales of licensed products by
its licensees exceed minimum annual royalties, the Company recognizes fee income as the amounts have been earned. Certain of the fees are
accrued by, or paid to, the Company in advance of the period in which they are earned resulting in deferred revenue. Such excess amounts are
recorded as deferred revenue and recognized into income in future periods as earned.
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Fee Income

Fee income represents amounts earned by the Company under various license and other agreements relating to technology developed by the
Company. During the first nine months of 2011, five licensees of the Company accounted for approximately 26%, 15%, 14%, 10%, and 8%,
respectively, of fee income recognized during such period. During the first nine months of 2010, six licensees of the Company accounted for
approximately 18%, 13%, 13%, 13%, 11% and 9%, respectively, of fee income recognized during such period.

Stock-Based Compensation

GAAP requires that all stock-based compensation be recognized as an expense in the financial statements and that such costs be measured at the
fair value of the award.

During the nine months ended September 30, 2011, the Company granted a total of 202,000 shares to its directors and employees. Directors
received 63,000 of these shares of restricted common stock. All of the shares granted to the directors, as well as 3,000 shares granted to certain
employees vested immediately upon grant. The remaining 136,000 shares issued vest ratably over the next 36 months. The market value per
share on the date of grant was $5.20. In connection with these grants, as well as prior grants that are not yet fully vested, the Company charged
$695,827 and $104,500 to operations during the nine and three months ended September 30, 2011, respectively.

In addition during the first nine months of 2010, the Company granted a total of 40,500 shares of restricted common stock to three directors. The
market price of each share on the date of grant was $3.69. These shares were fully vested on the date of grant.

No options were granted during the first nine months of 2011. During the first nine months of 2010 the Company granted 175,500 fully vested
options to employees and 500 fully vested options to a consultant. The relevant information for this option grant was as follows:

Fair value of option on date of grant $      2.31
Expected dividend yield --
Expected Volatility 76%
Risk free interest rate 2.57
Expected term of option 5 years

The aggregate charge to operations relating to these options and share grants as well as charges relating to grants from prior years that vested
during the first nine and three months of 2010 was $718,248 and $51,755.

As of September 30, 2011, remaining unamortized compensation costs in connection with these grants was $565,621 which will be recognized
over the next 27 month period.

Equity

During the first nine months of 2011 the Company received proceeds of $65,977 in connection with the exercises of outstanding options and
warrants.
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During the first nine months of 2010 the company sold, pursuant to the company’s effective registration statement filed with the SEC, equity in
the Company as follows:

  Date Shares issued
Warrants
issued

Unit
price Proceeds

  March 3, 2010 588,602 117,719 $ 2.75 $      1,618,653
  September 17, 2010 641,026 128,205 $ 3.90 $ 2,500,000
  September 27, 2010 194,118 38,824 $ 4.25 $ 825,000
         Total 1,423,746 284,748 $ 4,943,653

Warrants issued are five year warrants at an exercise price of $5 per share for the March 3, 2010 offering and $6.25 per share for the September
offerings. Proceeds of $406,000 relating to the September offerings were not received by the Company until October 2010.

Treasury Stock

The Company did not repurchase any of its stock during the nine months ended September 30, 2011 or September 30, 2010.

Investments

The Company classifies investments in marketable securities as trading, available-for-sale or held-to-maturity at the time of purchase and
periodically re-evaluates such classifications. Trading securities are carried at fair value, with unrealized holding gains and losses included in
earnings. Held-to-maturity securities are recorded at cost and are adjusted for the amortization or accretion of premiums or discounts over the
life of the related security. Unrealized holding gains and losses on available-for-sale securities are excluded from earnings and are reported as a
separate component of accumulated other comprehensive income (loss) until realized. In determining realized gains and losses, the cost of
securities sold is based on the specific identification method. Interest and dividends on the investments are accrued at the balance sheet date. At
September 30, 2011, all investments were classified as held to maturity and consisted of the following:

Certificate of Deposit:

Investments Maturity
Value of Held to
Maturity

Amount Date
Investments (based on
cost)

$     1,000,000 12-29-11 $     1,000,000
$     1,000,000 6-28-12 $     1,000,000

$     2,000,000
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Note Receivable from SPD Control Systems

On May 9, 2007, the Company began participating in the funding of the ongoing development of automotive controllers by SPD Control
Systems Corp., a licensee of the Company. This development work is to produce the electronic controllers to operate SPD-Smart automotive
windows and glass roof systems for one or more of the top five automotive makers in the world. The Company’s funding of this project is
reflected in the form of a senior secured convertible promissory note (the “Note”) of SPD Control Systems Corp. held by Research Frontiers’
wholly-owned subsidiary, SPD Enterprises Inc. The note bears interest at 10% per annum, is secured by all of the assets (including intellectual
property) of SPD Control Systems, and is convertible at the option of SPD Enterprises into common stock of SPD Control Systems at an initial
conversion price of $0.50 per share. This conversion price is adjustable downward to result in the issuance to SPD Enterprises of additional
shares of SPD Control Systems common stock under certain conditions. The Note provides for funding of up to $150,000 by SPD Enterprises
based upon the achievement of certain development milestones by SPD Control Systems. As of September 30, 2011, the principal and interest
amount outstanding under this Note was $150,000 and $57,670, respectively. As part of a broader agreement between SPD Control Systems and
the Company, effective as of May 9, 2010, the maturity date of this Note was extended to May 9, 2012 and the applicable conversion price for
the Note was specified as $0.25 per share of SPD Control Systems stock through May 9, 2012 and $0.10 per share thereafter. The SPD Control
Systems note was classified as a current asset due to its maturity date being less than one year as of September 30, 2011.

Fair Value Measurements

We value financial instruments using a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. These tiers
include: Level 1, defined as observable inputs such as quoted prices in active markets for identical assets or liabilities; Level 2, defined as inputs
other than quoted prices for similar assets or liabilities in active markets that are either directly or indirectly observable; and Level 3, defined as
unobservable inputs in which little or no market data exists, therefore requiring an entity to develop its own assumptions.

Financial assets accounted for at fair value on a recurring basis at September 30, 2011 include cash equivalents and investments of
approximately $3.0 million. These assets are carried at fair value based on quoted market prices for identical securities (Level 1 inputs).
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Management’s Discussion and Analysis of
Financial Condition and Results of Operations
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