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PART I. FINANCIAL INFORMATION

ITEM 1. Consolidated Financial Statements (Unaudited)
UNIVERSAL ELECTRONICS INC.
CONSOLIDATED BALANCE SHEETS

(In thousands, except share-related data)

(Unaudited)

ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable, net

Inventories, net

Prepaid expenses and other current assets
Income tax receivable

Deferred income taxes

Total current assets

Property, plant, and equipment, net

Goodwill

Intangible assets, net

Other assets

Deferred income taxes

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable

Line of credit

Accrued compensation

Accrued sales discounts, rebates and royalties
Accrued income taxes

Deferred income taxes

Other accrued expenses

Total current liabilities

Long-term liabilities:

Deferred income taxes

Income tax payable

Other long-term liabilities

Total liabilities

Commitments and contingencies
Stockholders' equity:

Preferred stock, $0.01 par value, 5,000,000 shares authorized; none issued or
outstanding

Common stock, $0.01 par value, 50,000,000 shares authorized; 21,573,699 and

21,491,398 shares issued on March 31, 2013 and December 31, 2012, respectively

Paid-in capital
Accumulated other comprehensive income (loss)
Retained earnings

March 31,
2013

$28,724
88,713
89,579
3,955
125
5,196
216,292
77,472
30,807
28,975
5,317
7,202
$366,065

$50,295
31,680
5,691
2,779
38
9,564
100,047

10,549
525
1,921
113,042

216

182,611
(74
173,515
356,268
(103,245

December 31,
2012

$44,593
91,048
84,381
3,661
270
5,210
229,163
77,706
30,890
29,835
5,361
6,369
$379,324

$59,831
33,398
8,093
3,668
41
10,644
115,675

10,687
525
1,787
128,674

215

180,607
1,052

170,569
352,443

) (101,793

)
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Less cost of common stock in treasury, 6,589,901 and 6,516,382 shares on March 31,

2013 and December 31, 2012, respectively

Total stockholders' equity 253,023
Total liabilities and stockholders' equity $366,065
See Note 4 for further information concerning our purchases from a related party vendor.

The accompanying notes are an integral part of these consolidated financial statements.

3
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UNIVERSAL ELECTRONICS INC.

CONSOLIDATED INCOME STATEMENTS
(In thousands, except per share amounts)

(Unaudited)

Three Months Ended March 31,

2013 2012
Net sales $114,722 $103,732
Cost of sales 82,173 75,405
Gross profit 32,549 28,327
Research and development expenses 4,241 3,463
Selling, general and administrative expenses 24,413 22,552
Operating income 3,895 2,312
Interest income (expense), net 9 (37
Other income (expense), net (550 ) (324
Income before provision for income taxes 3,354 1,951
Provision for income taxes 408 319
Net income $2,946 $1,632
Earnings per share:
Basic $0.20 $0.11
Diluted $0.19 $0.11
Shares used in computing earnings per share:
Basic 14,965 14,871
Diluted 15,225 15,108

See Note 4 for further information concerning our purchases from a related party vendor.
The accompanying notes are an integral part of these consolidated financial statements.
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UNIVERSAL ELECTRONICS INC.
CONSOLIDATED COMPREHENSIVE INCOME STATEMENTS
(In thousands)

(Unaudited)
Three Months Ended March 31,
2013 2012
Net income $2,946 $1,632
Other comprehensive income (loss):
Change in foreign currency translation adjustment (1,126 ) 928
Comprehensive income $1,820 $2.560

See Note 4 for further information concerning our purchases from a related party vendor.
The accompanying notes are an integral part of these consolidated financial statements.
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UNIVERSAL ELECTRONICS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Cash provided by (used for) operating activities:
Net income

Adjustments to reconcile net income to net cash provided by (used for) operating
activities:

Depreciation and amortization

Provision for doubtful accounts

Provision for inventory write-downs

Deferred income taxes

Tax benefit from exercise of stock options and vested restricted stock
Excess tax benefit from stock-based compensation
Shares issued for employee benefit plan
Stock-based compensation

Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other assets

Accounts payable and accrued expenses

Accrued income and other taxes

Net cash provided by (used for) operating activities
Cash used for investing activities:

Acquisition of property, plant, and equipment
Acquisition of intangible assets

Net cash used for investing activities

Cash provided by (used for) financing activities:
Issuance of debt

Payment of debt

Proceeds from stock options exercised

Treasury stock purchased

Excess tax benefit from stock-based compensation
Net cash provided by (used for) financing activities
Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental Cash Flow Information:
Income taxes paid
Interest paid

Three Months Ended March 31,

2013

$2,946

4,374
24
573
(954
2

(37
255
1,261

1,669
(6,066
(268
(14,345
(731
(11,297

(3,058
(291
(3,349

13,500
(13,500
593
(1,558
37

(928
(295
(15,869
44,593
$28,724

$1,682
$22

See Note 4 for further information concerning our purchases from a related party vendor.
The accompanying notes are an integral part of these consolidated financial statements.
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2012

$1,632

4,260
17
894
124

8

(30
121
1,197

8,934
5,387
(681
(21,511
(2,343
(2,025

1,712
(216
(1,928

5,000
(7,200
1,151
(309

30
(1,328
221
(5,060
29,372
$24,312

$1,094
$95
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2013

(Unaudited)

Note 1 — Basis of Presentation and Significant Accounting Policies

In the opinion of management, the accompanying consolidated financial statements of Universal Electronics Inc. and
its wholly-owned subsidiaries contain all the adjustments necessary for a fair presentation of financial position, results
of operations and cash flows for the periods presented. All such adjustments are of a normal recurring nature and
certain reclassifications have been made to prior year amounts in order to conform to the current year presentation.
Information and footnote disclosures normally included in financial statements, which are prepared in accordance with
accounting principles generally accepted in the United States of America, have been condensed or omitted pursuant to
the rules and regulations of the Securities and Exchange Commission. As used herein, the terms "Company," "we,"
"us," and "our" refer to Universal Electronics Inc. and its subsidiaries, unless the context indicates to the contrary.
Our results of operations for the three months ended March 31, 2013 are not necessarily indicative of the results to be
expected for the full year. These financial statements should be read in conjunction with the "Risk Factors,"
"Management Discussion and Analysis of Financial Conditions and Results of Operations," "Quantitative and
Qualitative Disclosures About Market Risk," and the "Financial Statements and Supplementary Data" and notes
thereto included in Items 1A, 7, 7A, and 8, respectively, of our Annual Report on Form 10-K for the fiscal year ended
December 31, 2012.

Estimates, Judgments and Assumptions

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires us to make estimates, judgments and assumptions that affect the reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. On an on-going basis, we evaluate our estimates,
judgments and assumptions, including those related to revenue recognition, allowances for sales returns and doubtful
accounts, warranties, inventory valuation, business combination purchase price allocations, impairment of long-lived
assets, intangible assets and goodwill, income taxes and stock-based compensation expense. Actual results may differ
from our expectations. Based on our evaluation, our estimates, judgments and assumptions may be adjusted as more
information becomes available. Any adjustment may be material.

See Note 2 to the consolidated financial statements included in our Annual Report on Form 10-K for the year ended
December 31, 2012 for a summary of our significant accounting policies.

Recent Accounting Pronouncements

In December 2011, the FASB issued Accounting Standards Update ("ASU") 2011-11, "Disclosures about Offsetting
Assets and Liabilities". The amendments in ASU 2011-11 require an entity to disclose information about offsetting
and related arrangements to enable users of its financial statements to understand the effect of those arrangements on
its financial position. In January 2013, the FASB issued ASU 2013-01, "Clarifying the Scope of Disclosures about
Offsetting Assets and Liabilities", which limits the scope of ASU 2011-11 to derivatives, repurchase agreements and
securities lending transactions. This guidance became effective on January 1, 2013 with retrospective application
required. The adoption of this guidance did not have a material impact on our consolidated financial statements.

In February 2013, the FASB issued ASU 2013-02, "Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income", which updates ASU 2011-05, "Comprehensive Income". This standard requires the
presentation in a single location, either in a note or parenthetically on the face of the financial statements, of the effect
of significant amounts reclassified from each component of accumulated other comprehensive income based on its
source and the income statement line items affected by the reclassification. We adopted this guidance effective
January 1, 2013. The adoption of this guidance did not have a material impact on our consolidated financial
statements.

7
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2013

(Unaudited)

Note 2 — Cash and Cash Equivalents

Cash and cash equivalents were held in the following geographic regions:

(In thousands)

United States

Asia

Europe

Cayman Islands

South America

Total cash and cash equivalents

Note 3 — Accounts Receivable, Net and Revenue Concentrations
Accounts receivable, net were as follows:

(In thousands)

Trade receivables, gross

Allowance for doubtful accounts

Allowance for sales returns

Net trade receivables

Other

Accounts receivable, net

Allowance for Doubtful Accounts

Changes in the allowance for doubtful accounts were as follows:

Balance at
(In thousands) Beginning
Description of

Period

Valuation account for trade receivables:

Three months ended March 31, 2013 $322
Three months ended March 31, 2012 $1,021
Sales Returns

March 31, December 31,
2013 2012
$1,436 $2,741
19,973 27,317
5,266 9,361
35 1
2,014 5,173
$28,724 $44,593
March 31, December 31,
2013 2012
$86,944 90,056
(331 (322 )
(589 (996 )
86,024 88,738
2,689 2,310
$88,713 $91,048
Additions (Write-offs)/ Balance at
to Costs and End of
FX Effects :
Expenses Period
$24 $(15 ) $331
$(17 ) $4 $1,008

The allowance for sales returns at March 31, 2013 and December 31, 2012 included reserves for items returned prior
to year-end that were not completely processed, and therefore had not yet been removed from the allowance for sales
returns balance. If these returns had been fully processed, the allowance for sales returns balance would have been
approximately $0.4 million and $0.6 million on March 31, 2013 and December 31, 2012, respectively. The value of
these returned goods was included in our inventory balance at March 31, 2013 and December 31, 2012.

8
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2013

(Unaudited)

Significant Customer
Net sales to the following significant customer that totaled more than 10% of our net sales were as follows:

Three Months Ended March 31,

2013 2012
$ (thousands) % of Net Sales $ (thousands) % of Net Sales
DIRECTV $20,847 18.2 % $16,211 15.6 %

Trade receivables associated with the significant customer activity disclosed above were as follows:

March 31, 2013 December 31, 2012
% of Accounts % of Accounts
$ (thousands) Receivable, Net $ (thousands) Receivable, Net
DIRECTV $10,236 11.5 % $9,277 10.2 %

The loss of any of these customers or any other customer, either in the United States or abroad, due to their financial
weakness or bankruptcy, or our inability to obtain orders or maintain our order volume with them, may have a
material adverse effect on our financial condition, results of operations and cash flows.

Note 4 — Inventories, Net and Significant Suppliers

Inventories, net were as follows:

(In thousands) March 31, 2013 lz)gfgmber 3L,
Raw materials $19,655 $17,438
Components 17,882 20,978
Work in process 2,957 1,050
Finished goods 50,934 46,939
Reserve for excess and obsolete inventory (1,849 ) (2,024 )
Inventories, net $89,579 $84,381
Reserve for Excess and Obsolete Inventory
Changes in the reserve for excess and obsolete inventory were as follows:
Additions
(In thousands) Bala}n@ at . Charged to Sell Write-offs/FX Balance
Description Beginning - Costs and Through®  Effects at End
of Period Expenses of Period
1
Reserve for excess and obsolete inventory:
Three months ended March 31, 2013 $2,024 $479 $(57 ) $(597 ) $1,849
Three months ended March 31, 2012 $3,447 $718 $(354 ) $(583 ) $3,228

The additions charged to costs and expenses do not include inventory directly written-off that was scrapped during
() production totaling $0.1 million and $0.2 million for the three months ended March 31, 2013 and 2012. These

amounts are production waste and are not included in management’s reserve for excess and obsolete inventory.
@)

12
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This column represents the reversal of reserves associated with inventory items that were sold during the period.
Sell through is the result of differences between our judgment concerning the saleability of inventory items during
the excess and obsolete inventory review process and our subsequent experience.
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2013

(Unaudited)

Significant Suppliers
We purchase integrated circuits, components and finished goods from multiple sources. We had purchases from the
following significant suppliers that totaled more than 10% of our total inventory purchases as follows:

Three Months Ended March 31,

2013 2012
% of % of
$ (thousands) ;il(ifs:lrlltory $ (thousands) ;l;l(i/t:iltory
Purchases Purchases
Samsung — — $5,216 10.3 %
Samjin — — 6,150 12.2 %

We have identified alternative sources of supply for these integrated circuits, components, and finished goods;
however, there can be no assurance that we will be able to continue to obtain these inventory purchases on a timely
basis. We maintain inventories of our integrated circuits, which may be utilized to mitigate, but not eliminate, delays
resulting from supply interruptions. An extended interruption, shortage or termination in the supply of any of the
components used in our products, a reduction in their quality or reliability, or a significant increase in the prices of
components, would have an adverse effect on our operating results, financial condition and cash flows.
Related Party Vendor
We purchase certain printed circuit board assemblies from a related party vendor. The vendor is considered a related
party for financial reporting purposes because our Senior Vice President of Manufacturing owns 40% of this vendor.
Inventory purchases from this vendor were as follows:

Three Months Ended March 31,

2013 2012
% of Total % of Total
$ (thousands) Inventory $ (thousands) Inventory
Purchases Purchases
Related party vendor $2.216 3.4 % $1,355 2.7 %
The total accounts payable to this vendor were the following:
March 31, 2013 December 31, 2012
$ (thousands) Z;a}(l);i:ccounts $ (thousands) l‘?a}(l)iﬁgcounts
Related party vendor $1,073 2.1 % $1,815 3.0 %

Our payable terms and pricing with this vendor are consistent with the terms offered by other vendors in the ordinary
course of business. The accounting policies that we apply to our transactions with our related party vendor are
consistent with those applied in transactions with independent third parties. Corporate management routinely monitors
purchases from our related party vendor to ensure these purchases remain consistent with our business objectives.
Note 5 — Goodwill and Intangible Assets, Net

Goodwill

Goodwill and changes in the carrying amount of goodwill were as follows:

(In thousands)
Balance at December 31, 2012 $30,890

14
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Foreign currency
Balance at March 31, 2013

10

83
$30,807
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2013

(Unaudited)

Intangible Assets, Net
The components of intangible assets, net were as follows:

March 31, 2013 December 31, 2012

(In thousands) Gross AccurpulaFed Net Gross Accum.ula.ted Net
Amortization Amortization

Carrying amount (1
Distribution rights $368 $(49 ) $319 $378 $(50 ) $328
Patents 8,319 (4,004 ) 4,315 8,113 (3,847 ) 4,266
Trademark and trade names 2,838 (1,197 ) 1,641 2,841 (1,127 ) 1,714
Developed and core technology 3,501 (963 ) 2,538 3,507 (906 ) 2,601
Capitalized software 1,264 (1,003 ) 261 1,276 (913 ) 363
development costs
Customer relationships 26,379 (6,478 ) 19,901 26,415 (5,852 ) 20,563
Total carrying amount $42.669 $(13,694 ) $28,975 $42,530 $(12,695 ) $29,835

1y This table excludes the gross value of fully amortized intangible assets totaling $9.1 million and $9.1 million on
March 31, 2013 and December 31, 2012, respectively.

Amortization expense is recorded in selling, general and administrative expenses, except amortization expense related

to capitalized software development costs which is recorded in cost of sales. Amortization expense by income

statement caption was as follows:

Three Months Ended March 31,

(In thousands) 2013 2012
Cost of sales $92 $81
Selling, general and administrative 972 958
Total amortization expense $1,064 $1,039

Estimated future amortization expense related to our intangible assets at March 31, 2013, is as follows:

(In thousands)

2013 (remaining 9 months) $3,081
2014 4,033
2015 3,859
2016 3,813
2017 3,799
Thereafter 10,390
Total $28,975

Impairment charges are recorded in selling, general and administrative expenses as a component of amortization
expense, except impairment charges related to capitalized software development costs which are recorded in cost of
sales. We recorded immaterial impairment charges related to our intangible assets for the three months ended March
31,2013 and 2012.

We disposed of one patent and one trademark with an immaterial aggregate carrying amount during the three months
ended March 31, 2013. We disposed of eight patents with an immaterial aggregate carrying amount during three

16
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months ended March 31, 2012. These assets no longer held any probable future economic benefits and thus were
written-off.

Note 6 — Line of Credit

On October 2, 2012, we entered into an Amended and Restated Credit Agreement ("Amended Credit Agreement")
with U.S. Bank National Association ("U.S. Bank") which provides for a $55.0 million line of credit ("Credit Line")
that may be used for working

11
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2013

(Unaudited)

capital and other general corporate purposes including acquisitions, share repurchases and capital expenditures. The
Amended Credit Agreement expires on November 1, 2014. Amounts available for borrowing under the Credit Line
are reduced by the balance of any outstanding letters of credit, of which there were $13 thousand at March 31, 2013.
All obligations under the Credit Line are secured by substantially all of our U.S. personal property and tangible and
intangible assets as well as 65% of our ownership interest in Enson Assets Limited, our wholly-owned subsidiary
which controls our manufacturing factories in the People's Republic of China ("PRC").

Under the Amended Credit Agreement, we may elect to pay interest on the Credit Line based on LIBOR plus an
applicable margin (varying from 1.25% to 1.75%) or base rate (based on the prime rate of U.S. Bank or as otherwise
specified in the Amended Credit Agreement) plus an applicable margin (varying from -0.25% to +0.25%). The
applicable margins are calculated quarterly and vary based on our leverage ratio as set forth in the Amended Credit
Agreement. There are no commitment fees or unused line fees under the Amended Credit Agreement.

The Amended Credit Agreement includes financial covenants requiring a minimum fixed charge coverage ratio, a
maximum leverage ratio and minimum liquidity levels. In addition, the Amended Credit Agreement also contains
other customary affirmative and negative covenants and events of default. As of March 31, 2013, we were in
compliance with the covenants and conditions of the Amended Credit Agreement.

Our total interest expense on borrowings was $33 thousand and $0.1 million during the three months ended March 31,
2013 and 2012, respectively.

Note 7 — Income Taxes

We utilize our estimated annual effective tax rate to determine our provision for income taxes for interim periods. The
income tax provision is computed by taking the estimated annual effective tax rate and multiplying it by the
year-to-date pre-tax book income. We recorded income tax expense of $0.4 million and $0.3 million for the three
months ended March 31, 2013 and 2012, respectively. Our effective tax rate was 12.2% and 16.4% during the three
months ended March 31, 2013 and 2012, respectively. The decrease in our effective tax rate was due to the
recognition of the 2012 federal R&D tax credit of $0.4 million, which passed legislation during the three months
ended March 31, 2013. During the three months ended March 31, 2012, we recorded the reversal of unrecognized tax
benefits originally recorded in 2008 and 2009 which amounted to $0.2 million.

On March 31, 2013, we had gross unrecognized tax benefits of approximately $5.1 million, including interest and
penalties, of which approximately $4.7 million would affect the annual effective tax rate if these tax benefits are
realized. Further, we are unaware of any positions for which it is reasonably possible that the total amount of
unrecognized tax benefits will significantly increase within the next twelve months. However, based on federal, state
and foreign statute expirations in various jurisdictions, we anticipate a decrease in unrecognized tax benefits of
approximately $0.1 million within the next twelve months.

We have elected to classify interest and penalties as a component of tax expense. Accrued interest and penalties of
$0.1 million and $0.1 million on March 31, 2013 and December 31, 2012, respectively, are included in our
unrecognized tax benefits.

We file income tax returns in the U.S. federal jurisdiction, and in various state and foreign jurisdictions. On March 31,
2013, the open statutes of limitations in our significant tax jurisdictions are as follows: federal are 2009 through 2012,
state are 2008 through 2012, and non-U.S. are 2005 through 2012. On March 31, 2013, of our gross unrecognized tax
benefits of $5.1 million, which included $0.1 million of interest, $3.2 million are classified as current and $1.9 million
are classified as long term.

12
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UNIVERSAL ELECTRONICS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2013

(Unaudited)

Note 8 — Accrued Compensation
The components of accrued compensation are listed below:

March 31, December 31,
(In thousands) 2013 2012
Accrued social insurance (D $19,862 $19,842
Accrued salary/wages 5,603 4,862
Accrued vacation/holiday 2,441 2,048
Accrued bonus @ 1,325 4,181
Accrued commission 163 478
Accrued medical insurance claims 719 643
Other accrued compensation 1,567 1,344
Total accrued compensation $31,680 $33,398

Effective January 1, 2008, the Chinese Labor Contract Law was enacted in the PRC. This law mandated that PRC
employers remit the applicable social insurance payments to their local government. Social insurance is comprised
(1) of various components such as pension, medical insurance, job injury insurance, unemployment insurance, and a
housing assistance fund, and is administered in a manner similar to social security in the United States. This
amount represents our estimate of the amounts due to the PRC government for social insurance on March 31, 2013
and December 31, 2012.
Accrued bonus includes an accrual for an extra month of salary (13t month salary") to be paid to employees in
(2) certain geographies where it is the customary business practice. This 13th month salary is paid to these employees
if they remain employed with us through December 31st. The total accrued for the 13t month salary was $0.2
million and $0.5 million at March 31, 2013 and December 31, 2012, respectively.
Note 9 — Other Accrued Expenses
The components of other accrued expenses are listed below:

March 31, December 31,

(In thousands) 2013 2012
Advertising and marketing $480 501
Duties 730 584
Freight 1,471 1,666
Product development 435 569
Professional fees 1,095 1,234
Sales taxes and VAT 555 1,979
Tooling () 840 221
Third-party commissions 292 337
Utilities 328 316
Product warranty claim costs 454 404
Other 2,884 2,833
Total other accrued expenses $9,564 10,644

() The tooling accrual balance relates to unearned revenue for tooling that will be sold to customers.
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Note 10 — Commitments and Contingencies
Product Warranties
Changes in the reserve for product warranty claim costs were as follows:

Accruals

for Settlements
(In thousands) Bala.nce.: at Warranties .(1n caSh or  Balance

.. Beginning in Kind) at End
Description . Issued . .
of Period . During the  of Period
During the .
. Period

Period
Reserve for product warranty claim costs:
Three months ended March 31, 2013 $404 $375 $(325 ) $454
Three months ended March 31, 2012 $6 $— $— $6

Litigation

On March 2, 2012, we filed a lawsuit against Universal Remote Control, Inc. ("URC") in the United States District
Court, Central District of California (Universal Electronics Inc. v. Universal Remote Control, Inc., SACV12-0039 AG
(JPRx)) alleging that URC is infringing, directly and indirectly, four of our patents related to remote control
technology. We have alleged that this complaint relates to multiple URC remote control products, including the URC
model numbers UR5U-9000L, WR7 and other remote controls with different model names or numbers, but with
substantially the same designs, features, and functionalities. We are seeking monetary relief for the infringement,
including enhanced damages due to the willfulness of URC's actions, injunctive relief to enjoin URC from further
infringing, including contributory infringement and/or inducing infringement, and attorney's fees. URC has denied
infringing our patents. On January 29, 2013, the Court held its "Markman" hearing and on February 1, 2013, the Court
issued its ruling that four of the 24 claims we have asserted against URC were invalid, effectively removing one of the
four patents alleged by us to be infringed by URC from this litigation. We are presently determining whether or not to
appeal this decision, but in our estimation this ruling does not materially affect our position in this litigation. In all
other respects, this litigation is continuing as scheduled with discovery continuing.

There are no other material pending legal proceedings to which we or any of our subsidiaries is a party or of which our
respective property is the subject. However, as is typical in our industry and to the nature and kind of business in
which we are engaged, from time to time, various claims, charges and litigation are asserted or commenced by third
parties against us or by us against third parties arising from or related to product liability, infringement of patent or
other intellectual property rights, breach of warranty, contr