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Item 8.01.  Other Events.

     On August 15, 2006, the Registrant filed a Notification of Late Filing on Form 12b-25 with the Securities and Exchange Commission notifying the
Commission that the Registrant was unable to file its Quarterly Report on Form 10-Q for the fiscal quarter ended July 1, 2006, by the prescribed due date of
August 15, 2006, without unreasonable effort and expense. As previously disclosed in the Registrant’s filing on Form 12b-25, the Registrant had recently
received information claiming that the Registrant had intentionally recognized revenues prematurely in its fourth fiscal quarter of 2004 for a $64,000 order
delivered in December 2004, which the customer paid fully for in the first quarter of 2005. As a result of the claim, the Audit Committee of the Registrant’s
Board of Directors undertook an external review, supported by outside counsel, of the facts and circumstances concerning this matter and related revenue
recognition practices and determined that the revenue relating to the $64,000 order was prematurely booked in the fourth quarter of 2004. In the course of its
review, the Audit Committee and outside counsel discovered one additional order for $34,000 for which the Registrant inappropriately booked revenue in
December 2004. The sale was subsequently returned and subtracted from revenues in the first quarter of 2005. As of January 2005, the sales representative
who took these orders was no longer an employee of the Registrant.

     The Registrant notes that the total of the two orders would equal $98,000 or 1.1% of revenue in the fourth quarter of fiscal 2004. Historically, the
Registrant has experienced relatively modest return rates on sales. For the two and a half year period ending July 1, 2006, the Registrant averaged return rates
of less than 1% of total revenues.

     The Audit Committee, with the support of outside counsel, is continuing its review of the facts and circumstances concerning these matters and the
Registrant’s related revenue recognition practices, and is currently working with the Registrant’s management team to determine whether the results of the
review will require the Registrant to restate its financial statements for the fourth quarter of fiscal 2004, which ended January 1, 2005, and the first quarter of
fiscal 2005, which ended March 31, 2005. The Registrant is deferring the filing of its Quarterly Report on Form 10-Q for the second fiscal quarter of 2006,
pending the outcome of this review.
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