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FORWARD-LOOKING STATEMENTS

This Form 10-K Annual Report contains forward-looking statements that
involve risk and wuncertainties. All statements, other than statements of
historical facts, included in this Annual Report regarding the Company, its
financial position, ©products, business strategy and plans and objectives of
management of the Company for future operations, are forward-looking statements.
When wused 1in this Annual Report, words such as "anticipate," "believe,"
"estimate," "expect," "intend," "objectives," "plans" and similar expressions,
or the negatives thereof or variations thereon or comparable terminology as they
relate to the Company, its products or its management, identify forward-looking
statements. Such forward-looking statements are based on the beliefs of the
Company's management, as well as assumptions made by and information currently
available to the Company's management. Actual results could differ materially
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from those contemplated by the forward-looking statements as a result of various
factors, including, Dbut not limited to, those contained in "Management's
Discussion and Analysis of Financial Condition and Results of Operations" in
this Annual Report and the "Risk Factors" set forth in Exhibit 99.1 to this
Annual Report. All subsequent written and oral forward-looking statements
attributable to the Company or persons acting on its behalf are expressly
qualified in their entirety by this paragraph.

1
PART T
ITEM 1. BUSINESS
Schick Technologies, Inc. (the "Company") designs, develops and
manufactures innovative digital radiographic imaging systems and devices, which
are based on proprietary digital imaging technologies, for the dental and

medical markets.

In the field of dentistry, the Company offers an integrated filmless
solution for the dental professional. The Company's suite of CDR(R) dental
imaging products includes:

(1) The CDR(R) digital imaging system;
(ii) CDR Wireless (TM) ;

(iii) CDR Dental Imaging Software;

(iv) USBCam (R) ;

(v) CDRPan (R) ;

(vi) CDRPanX (TM); and

(vii) SDX(TM) .

The CDR(R), or Computed Dental Radiography system, has become a leading
product 1in the field over the past decade. It uses an 1intra-oral sensor to
produce instant, full size, high-resolution dental x-ray images on a color
computer monitor without the use of film or the need for chemical development.
Additionally, CDR dramatically reduces the radiation dose to which a patient may
be exposed -- by up to 80% as compared with conventional x-ray film. CDR
Wireless (TM), introduced in February 2003, is an innovative wireless instant
digital dental x-ray system that combines all of the advantages of digital
radiography with greater flexibility and ease of placement. The USBCam(R), the
first intra-oral dental camera to provide full motion video via a standard USB
port, was introduced by the Company in July 2002. It fully integrates with the
CDR system and eliminates the need for camera power supplies and video capture
cards. CDRPan(R), sold since September 1999, eliminates the need for x-ray film
in panoramic dental diagnostic procedures and can easily be retrofitted onto
existing panoramic dental x-ray machines. CDRPanX(TM) introduced by the Company
in November 2003, internationally, and December 2004, domestically, 1is an
integrated digital panoramic device, which allows for fully digital panoramic
dental diagnostic procedures. SDX(TM), 1introduced by the Company in February
2005, is a DC x-ray generator designed to optimize wired and wireless digital
radiography.

In addition, the Company is continuing to develop other products and
devices, as well as updated versions of its current products.
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In the field of medical radiography, the Company manufactures and sells
the accuDEXA (R) bone densitometer, introduced by the Company in December 1997.
It is a low-cost and easy-to-operate device for the assessment of bone mineral
density and fracture risk.

The Company's core products are Dbased primarily on its proprietary
complementary metal oxide semiconductor ("CMOS") active pixel sensor ("APS")
imaging technology. APS allows the cost-effective fabrication of imaging devices
with high resolution. APS technology was developed by the California Institute
of Technology and sublicensed to the Company for a range of health care
applications. 1In addition, certain of the Company's products are based upon its
proprietary enhanced charged-coupled-device ("CCD") imaging technology.

The Company's objective is to be the leading provider of innovative, high
resolution, <cost effective digital radiography products. The Company's primary
focus is on the worldwide dental market. The Company plans to leverage 1its
technological advantage in the digital imaging field to penetrate a variety of
diagnostic imaging markets. The Company believes that 1its ©proprietary
technologies and expertise in electronics, imaging software and advanced
packaging may enable it to compete successfully in these markets. Key elements
of the Company's strategy include (i) innovating products; (ii) leveraging brand
recognition; (iii) expanding market leadership in dental digital radiography;
(iv) enhancing international distribution channels; and (v) broadening product
offerings.

The Company's Dbusiness was founded in 1992 and it was incorporated in
Delaware in 1997. On July 7, 1997, the Company completed an initial public
offering of its Common Stock. Proceeds to the Company after expenses of the
offering were approximately $33,508,000.

Under generally accepted accounting principles, the Company operates in
one reportable segment: digital radiographic imaging systems. Note 1 to the
Company's Consolidated Financial Statements summarizes, Dby percentage, the
Company's revenues from its principal products.

The Company's offices are located at 30-00 47th Avenue, Long Island City,
New York 11101. The Company's telephone number is (718) 937-5765, and its
website address is http://www.schicktech.com.

PRODUCTS / INDUSTRY
Digital Imaging

X-ray 1imaging, or radiography, 1s widely wused as a basic diagnostic
technique in a Dbroad range of applications. To produce a conventional
radiograph, a film cassette 1is placed behind the anatomy to be imaged. A
generator, which produces high-energy photons known as x-rays, 1s positioned
opposite the film cassette. The transmitted x-rays pass through soft tissue,
such as skin and muscle, and are absorbed by harder substances, such as bone.
These x-rays then form a latent image upon the film. After exposure, the film is
passed through a series of chemicals and then dried.

Film, however, has certain inherent limitations, including the time,
expense, 1inconvenience and uncertainty associated with film processing, as well
as the cost and environmental impact resulting from the disposal of waste
chemicals. Furthermore, the radiation dosage levels required to ensure adequate
image quality in conventional film may raise concerns regarding the health risks
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associated with exposure to radiation. Also, conventional film images cannot be
electronically retrieved from patient records or electronically transmitted to
health care providers or insurance carriers at remote locations, a capability
which has become increasingly important in today's managed care environment.
While certain x-ray scanning systems can convert x-rays into digital form, they
add to the time and expense resulting from the use of conventional film and do
not eliminate the drawbacks associated with film processing.

Digital radiography products have been developed to overcome the
limitations of conventional film. These systems replace the conventional £film
cassette with an electronic receptor which directly converts the incident x-rays
to digital images.

Dental Imaging

In contrast to physicians, who often operate within highly-specialized
fields, dentists typically perform their own radiology work. They utilize a
significant volume of radiographic products and operate a substantial quantity
of radiographic equipment. The Company believes that there is a potential market
for over one million digital dental radiography devices worldwide. According to
the American Dental Association, as of 2002, there were 156,921 active private
practitioners in the United States. The Company believes that each of them, on
average, operates 2.5 radiological units, creating a current potential market of
over 390,000 digital dental radiography devices in the United States alone.
According to the World Health Organization, as of 2004, there were 1,138,957
practicing dentists throughout the world; of these, the Company believes that at
least 600,000 practice in the world's major healthcare markets outside of the
United States and that each of them operates 1.25 radiological wunits, on
average, creating a potential market of 750,000 additional devices. As reported
in March 2005 by Dental Products Report, only 22% of dentists who responded to
its survey use a direct digital x-ray system in their practice.

The Company believes that dentists have a particularly strong motivation
to adopt digital radiography. Radiographic examinations are an integral part of
routine dental checkups and the dentist 1is directly involved in the film

development process. The use of digital radiography eliminates delays in film
processing, thus increasing the dentist's potential revenue stream and
efficiency, and reduces overhead expenses. The use of digital radiography also

allows dentists to more effectively communicate diagnoses and treatment plans to
patients and to easily store and display patients' previous dental x-ray images,
which the Company believes have the potential to increase the rate of patients'
treatment acceptance and resulting revenues. Finally, the radiation

dosage required to produce an intra-oral dental x-ray, which is high when
compared with other medical radiographs, can be reduced by up to 80% through the
use of digital radiography.

The Company's principal revenue-generating product is its CDR(R) computed
dental radiography imaging system. The Company's CDR(R) system is easy to
operate and can be used with any dental x-ray generator. To produce a digital
x-ray image using CDR(R), the dentist selects an intra-oral sensor of suitable
size and places it in the patient's mouth. The sensor converts the x-rays into a
digital image that is displayed on the computer monitor within five seconds and

automatically stored as part of the patient's clinical records. CDR(R) system
software provides the dentist with a variety of tools for advanced analysis of
the image. The sensor can then be repositioned for the next x-ray. As the x-ray

dose is significantly 1lower than that required for conventional x-ray film,
concern over the potential health risk posed by multiple x-ray exposures is
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greatly diminished. The ©process is easy and intuitive, enabling nearly any
member of the dental staff to operate the CDR(R) system with minimal training.

The Company manufactures wired digital sensors in three sizes which
correspond to the three standard sizes of conventional dental x-ray film. Size O
is designed for pediatric wuse; size 1 is designed for taking anterior dental
images; and size 2 is designed for taking bitewing images. All of the Company's
CDR(R) sensors can be disinfected wusing cold solutions or gas. The typical
CDR(R) configuration includes a computer, display monitor, size 2 digital
sensor, imaging software and a USB remote module.

In February 2003, the Company announced the introduction of CDR
Wireless (TM), which the Company Dbelieves to be the world's first wireless
instant dental x-ray system. It allows dentists to produce high-quality instant
radiographs with low radiation dosage and without the need for a cable between
the intra-oral sensor and computer. The Company currently manufactures Size 1
and Size 2 wireless sensors.

In April 2002, the Company introduced the USBCam(R), an innovative
intra-oral camera which fully integrates with the CDR(R) system to provide color
video images of the structures of the mouth. The Company believes that the
USBCam was the world's first intra-oral camera with a direct USB interface.
Since their introduction in 1991, intra-oral cameras have become widely accepted
in dentistry as a diagnostic, communication and presentation tool.

In March 1999, the Company commenced the sale of its digital panoramic
imaging device, the CDRPan(R). This device, which is designed to be retrofitted
into conventional panoramic dental x-ray machines, replaces film with electronic
sensors and a computer. This obviates the need for film and provides
instantaneous images, thus offering substantial savings in terms of time and
costs. Additionally, the CDRPan(R) easily integrates with practice management
and other computer software applications.

In November 2003 and December 2004, respectively, the Company introduced
an integrated digital panoramic machine, marketed under the CDRPanX (TM) name, to
the international and U.S. markets. It is a stand-alone device that performs

digital panoramic imaging for use in dentistry and maxillofacial surgery.

In February 2005, the Company introduced the SDX(TM), a DC dental x-ray
generator designed to optimize wired and wireless digital radiography. The SDX
integrates with the other products in the Company's suite of CDR(R) dental
imaging products.

Bone Mineral Density / Fracture Risk Assessment

The Company's accuDEXA (R) device, sold since December 1997, is an
innovative bone mineral density ("BMD") assessment device which helps physicians
diagnose low bone density and predict fracture risk. Based on APS technology,
accuDEXA (R) is a small self-contained wunit capable of instantly assessing the
BMD of a specific portion of the patient's hand, a relative indicator of BMD
elsewhere in the body. This device is the first BMD assessment instrument that
is virtually automatic, requires no external x-ray generator or computer, and
exposes the patient to less than 1% of the radiation of a single conventional
chest x-ray.

MANUFACTURING
The Company's manufacturing facility is located at its headquarters in

Long Island City, New York. At this facility, which is subject to periodic
inspection by the United States Food and Drug Administration ("FDA"), the
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Company manufactures certain of its products and components, and performs the
majority of the final assembly and quality assurance testing process. In

addition, the Company outsources the fabrication and testing of certain final
assemblies and subassemblies.

The Company purchases various components for its products from a number of
outside suppliers. While the Company strives to maintain multiple sources of
supply for each such component, certain highly specialized components, including
semiconductor wafers used in the assembly of sensors, are primarily provided by

a single supplier. In these cases, the Company strives to maintain sufficient
inventory so as to provide extra time in which to locate an acceptable alternate
supplier in the event of a supply interruption. The Company believes that it

would be able to locate an acceptable alternate supplier in such event; however,
the need to replace a supplier could cause a disruption in the Company's ability
to timely deliver its products or increase the Company's costs.

The Company's quality assurance program includes various quality control
measures, from inspection of raw materials, purchased parts and assemblies
through in-process and final inspection, and conforms to the guidelines of the
International Quality Standard, ISO 9001. In August 1998, the Company was
granted ISO 9001 certification and, in September 2003, was granted ISO 9001:2000
certification. Since August 1998, the Company has been subject to semi-annual
audits to reaffirm its ongoing eligibility to maintain such certification.

DEPENDENCE ON CUSTOMERS

During fiscal 2005, 2004 and 2003, respectively, North American sales of
approximately $31.8 million (or 61% of total annual sales), $21.6 million (or
55% of total annual sales) and $15.4 million (or 52% of total annual sales) were
made to Patterson Dental Company ("Patterson"). During fiscal 2005, 2004 and
2003, respectively, sales of approximately $13.9 million, $9.9 million and $6.2
million were made to international customers.

PATENTS, TRADE SECRETS AND PROPRIETARY RIGHTS

The Company seeks to protect its intellectual property through a
combination of patent, trademark and trade secret protection. The Company's
future success will depend in part on its ability to obtain and enforce patents
for its products and processes, preserve its trade secrets and operate without
infringing the proprietary rights of others.

Patents

The Company has an active corporate patent program, the goal of which is
to secure patent protection for its technology. The Company currently has issued
United States patents for an "Intra-Oral Sensor for Computer Aided Radiography',
U.S. Patent No. 5,434,418, which expires on October 16, 2012; a "Large Area
Image Detector', U.S. Patent No. 5,834,782, which expires on November 20, 2016;

a "Method and Apparatus for Measuring Bone Density', U.S. Patent No. 5,852,647,
which expires on September 24, 2017; an " Apparatus for Measuring Bone Density
Using Active Pixel Sensors', U.S. Patent No. 5,898,753, which expires on June 6,
2017; a ~“Dental 1Imaging System with Lamps and Method', U.S. Patent No.

5,908,294, which expires on June 12, 2017; an "X-Ray Detection System Using
Active Pixel Sensors', U.S. Patent No. 5,912,942, which expires on June 6, 2017;

a "Dental 1Imaging System with White Balance Compensation', U.S. Patent No.
6,002,424, which expires on June 12, 2017; ‘Dental Radiography Using an
Intraoral Linear Array Sensor,' U.S. Patent No. 5,995,583, which expires on

November 13, 2016; a "Method for Reading Out Data from an X-Ray Detector,' U.S.
Patent No. 6,069,935, which expires on November 2, 2018; a "Filmless Dental
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Radiography System Using Universal Serial Bus Port', U.S. Patent No. 6,134,298,

which expires on August 7, 2018; a 'Wireless Dental Camera', U.S. Patent No.
6,761,561, which expires on June 7, 2022; an 'Intraoral Wireless Sensor', U.S.
Design Patent No. D493,892, which expires on August 18, 2018; and 'Dental X-Ray
Positioning Using Adhesives', U.S. Patent No. 6,811,312, which expires on

February 8, 2022. The Company is also a licensee of U.S. Patent No. 5,179,579,
for a "Radiograph Display System with Anatomical Icon for Selecting Digitized
Stored Images', under a worldwide, non-exclusive, fully paid 1license.
Additionally, the Company has two recently allowed U.S. Patents as well as
another six U.S. patent applications currently pending. The Company also seeks
foreign patent protection when it deems it to be warranted.

The Company 1is the exclusive sub-licensee for use in medical radiography

applications of <certain patents, patent applications and other know-how
(collectively, the "Intellectual Property") related to complementary metal oxide
semiconductor ("CMOS") active pixel sensor technology (the "APS Technology"),

which was developed by

the California Institute of Technology and sublicensed to the Company. The
Company's exclusive rights to such technology are subject to government rights
to use, noncommercial educational and research rights to use by California
Institute of Technology and the Jet Propulsion Laboratory, and the right of a
third party to obtain a nonexclusive license from the California Institute of
Technology with respect to such technology. The Company believes that, except
for such third party's exercise of its right to obtain a nonexclusive license to
use APS Technology in a field other than medical radiography, none of the
foregoing parties have given notice of their exercise of any of their respective
rights to the APS Technology. There can be no assurance that this will continue
to be the case, and any such exercise could have a material adverse effect on
the Company.

The Company has granted several non-exclusive licenses on certain of its
patents and intends to grant additional patent licenses in the future as and
when it deems it appropriate.

Trademarks

The Company has obtained trademark registrations from the United States
Patent and Trademark Office for the marks (i) "CDR" for its digital dental

radiography product; (1i) "USBCam" for its intra-oral camera (iii) "QuickZoom"
(both textual and stylized) for a viewing feature in its digital dental
radiography product; (iv) "accuDEXA" for its BMD assessment product; and (v)

"CDRPan" for its panoramic digital dental radiography product. In addition, the
Company has common law trademark rights in several other names it uses
commercially in connection with its products.

Trade Secrets

In addition to patent ©protection, the Company owns trade secrets and

proprietary know-how which it seeks to protect, 1in part, through appropriate
Non-Disclosure, Non-Solicitation, Non-Competition and Inventions Agreements,
and, to a limited degree, employment agreements with appropriate individuals.

These agreements generally provide that all confidential information developed
by or made known to the individual by the Company during the course of the
individual's relationship with the Company is the property of the Company, and
is to be kept confidential and not disclosed to third parties, except in
specific limited circumstances. The agreements also generally provide that all
inventions conceived by the individual in the course of rendering services to
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the Company shall be the exclusive property of the Company. However, there can
be no assurances that these agreements will not be breached, that the Company
would have adequate remedies available for any breach or that the Company's
trade secrets will not otherwise become known to, or independently developed by,
its competitors.

GOVERNMENT REGULATION

Products that the Company is currently developing or may develop in the
future are likely to require certain forms of governmental clearance, including,
but not limited to, marketing clearance by the U.S. Food and Drug
Administration. The FDA review process typically requires extended proceedings
pertaining to product safety and efficacy. The Company believes that its future
success will depend to a large degree upon commercial sales of improved versions
of its current products and sales of new products; the Company will not be able
to market such products in the United States without FDA marketing clearance.
There can be no assurance that any products developed by the Company in the
future will be given clearance by applicable governmental authorities or that
additional regulations will not be adopted or current regulations amended in
such a manner as to adversely affect the Company.

Pursuant to the Federal Food, Drug and Cosmetic Act, as amended (the "FD&C
Act"), the FDA classifies medical devices intended for human use into three
classes: Class I, Class II, and Class III. In general, Class I devices are
products for which the FDA determines that safety and effectiveness can be
reasonably assured by general controls under the FD&C Act relating to such
matters as adulteration, misbranding, registration, notification, records and
reports. The USBCam(R) is a Class I device.

Class II devices are products for which the FDA determines that general
controls are insufficient to provide a reasonable assurance of safety and
effectiveness, and that require special controls such as promulgation of
performance standards, post-market surveillance, patient registries or such
other actions as the FDA deems necessary. CDR(R), CDR Wireless(TM), CDRPan(R),
CDRPanX (TM), SDX(TM) and accuDEXA (R) have been classified as Class II devices.

Class III devices are devices for which the FDA has insufficient
information to conclude that either general controls or special controls would
be sufficient to assure safety and effectiveness, and which are life-supporting,

life-sustaining, of substantial importance in preventing impairment of human
health, or present a potential wunreasonable risk of illness or injury. Devices
in this class require pre-market approval, as described Dbelow. None of the

Company's existing products are in the Class III category.

The FD&C Act further provides that, unless exempted by regulation, medical
devices may not be commercially distributed in the United States unless they
have been cleared by the FDA. There are two review procedures by which medical
devices can receive such clearance. Some products may qualify for clearance
under a Section 510 (k) procedure, in which the manufacturer submits to the FDA a
pre-market notification that it intends to begin marketing the product, and
shows that the product is substantially equivalent to another legally marketed
product (i.e., that it has the same intended wuse and that it is as safe and
effective as a legally marketed device, and does not raise different questions
of safety and effectiveness than does a legally marketed device). In some cases,
the 510 (k) notification must include data from human clinical studies.

Marketing may commence once the FDA issues a clearance letter finding such
substantial equivalence. According to FDA regulations, the agency has 90 days in
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which to respond to a 510(k) notification. There can be no assurance, however,
that the FDA will provide a timely response, or that it will reach a finding of
substantial equivalence.

If a product does not qualify for the 510(k) procedure (either because it
is not substantially equivalent to a legally marketed device or because it is a
Class III device), the FDA must approve a Pre-Market Approval ("PMA")
application before marketing can begin. PMA applications must demonstrate, among
other things, that the medical device is safe and effective. A PMA application
is typically a complex submission that includes the results of clinical studies.
Preparation of such an application 1is a detailed and time-consuming process.
Once a PMA application has been submitted, the FDA's review process may be
lengthy and include requests for additional data. By statute and regulation, the
FDA may take 180 days to review a PMA application, although such time may be
extended. Furthermore, there can be no assurance that the FDA will approve a PMA
application.

In January 1994, the FDA cleared the Company's 510(k) application for
general use and marketing of the CDR(R) system; in October 2002, cleared the
Company's expanded 510 (k) application for the CDR Wireless product; and in June
2004, cleared the Company's 510 (K) application in connection with a modification
of the CDR system for optimization for use with the SDX(TM) product. In November
1996, the FDA cleared the Company's 510(k) application for general use and
marketing of CDRCam (USBCam(R)). In December 1997, the FDA cleared the Company's
510 (k) application for general use and marketing of accuDEXA(R). The FDA granted
the Company additional clearances in connection with the accuDEXA(R), on June 4,
1998, to market accuDEXA(R) as a predictor of fracture risk, and on May 26,
2000, to further clarify issues regarding the collection of the normative
database. In December 1998 and May 2003, the FDA cleared the Company's 510 (k)
applications for CDRPan (R) and CDRPanX (TM), respectively.

In addition to the requirements described above, the FD&C Act requires
that all medical device manufacturers and distributors register with the FDA
annually and provide the FDA with a list of those medical devices which they
distribute commercially. The FD&C Act also requires that all manufacturers of
medical devices comply with labeling requirements and manufacture their products

and maintain their documents in a prescribed manner with respect to
manufacturing, testing, and quality control activities. The FDA's Medical Device
Reporting regulation subjects medical devices to post-market reporting

requirements for death or serious injury, and for certain malfunctions that
would be 1likely to cause or contribute to a death or serious injury if
malfunction were to recur. In addition, the FDA prohibits a device which has
received marketing clearance from being marketed for applications for which
marketing clearance has not been obtained. Furthermore, the FDA generally
requires that medical devices not cleared for marketing in the United States
receive FDA marketing clearance Dbefore they are exported, unless an export
certification has been granted.

The Company must obtain certain approvals by and marketing clearances from
governmental authorities, including the FDA and similar health authorities in
foreign countries, to market and sell its products in those countries. The FDA
regulates the marketing, manufacturing, labeling, packaging, advertising, sale
and distribution of "medical devices", as do various foreign authorities in
their respective jurisdictions. The FDA

enforces additional regulations regarding the safety of equipment wutilizing
x-rays. Various states also impose their own regulations.

10
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The FDA review process typically requires extended proceedings pertaining
to the safety and efficacy of new products. A 510(k) application is required in

order to market a new or modified medical device. If specifically required by
the FDA, a pre-market approval ("PMA") may be necessary. Such proceedings, which
must be completed before marketing a new medical device, are potentially very

expensive and time consuming. They may delay or hinder a product's timely entry
into the marketplace. Moreover, there can be no assurance that the review or
approval process for these products by the FDA or any other applicable
governmental authorities will occur in a timely fashion, 1if at all, or that
additional regulations will not be adopted or current regulations amended in
such a manner as will adversely affect the Company. The FDA also regulates the
content of advertising and marketing materials relating to medical devices.
Failure to comply with such regulations may result in a delay in obtaining
approval for the marketing of such products or the withdrawal of such approval
if previously obtained.

The Company 1s currently developing new products for the dental and
medical markets. The Company expects to file 510(k) applications with the FDA in

connection with its future ©products, as necessary. There can be no assurance
that the Company will file such 510(k) applications and/or will obtain
pre-market clearance for any future products, or that in order to obtain 510 (k)

clearance, the Company will not be required to submit additional data or meet
additional FDA requirements that may substantially delay the 510 (k) process and
result in substantial additional expense. Moreover, such pre-market clearance,
if obtained, may be subject to conditions on marketing or manufacturing, which
could impede the Company's ability to manufacture and/or market the product
and/or adversely affect its profitability. If the Company is unable to obtain
regulatory clearance for and market new products and enhancements to existing
products, it will have a material adverse effect on the Company.

The Company's CDR(R) wireless product complies with the relevant technical
standards established by the U.S. Federal Communications Commission ("FCC"), as
set forth in FCC Rule 15.249. CDR Wireless (TM) 1is not subject to any wireless or
transmission licensing requirements.

Failure to comply with applicable regulatory requirements can, among other
consequences, result in fines, injunctions, civil penalties, suspensions or loss
of regulatory approvals, product recalls, seizure of products, operating
restrictions and criminal prosecution. In addition, governmental regulations may
be established that could prevent or delay regulatory clearance of the Company's
products. Delays in receipt of clearance, failure to receive clearance or the
loss of previously received clearance would have a material adverse effect on
the Company's business, financial condition and results of operations.

In addition to laws and regulations discussed above, the Company is
subject to government regulations applicable to all businesses, including, among
others, regulations related to occupational health and safety, workers' benefits
and environmental protection. The extent of government regulation that might
result from any future legislation or administrative action cannot be accurately
predicted. Failure to comply with regulatory requirements could have a material
adverse effect 