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Item 8.01 Other Events.

On September 6, 2011, Koss Corporation (“Koss”) distributed a letter to stockholders (“Letter to Stockholders”) along with its annual report to
stockholders. The Letter to Stockholders presents, among other things, the consolidated balance sheet, the consolidated statement of operations, and certain
management information.

The Letter to Stockholders contains forward-looking statements. These statements relate to future events or Koss’ future financial performance. In
some cases, it is possible to identify forward-looking statements by terminology such as “may,” “will,” “should,” “forecasts,” “expects,” “plans,”
“anticipates,” “believes,” “estimates,” “predicts,” “potential,” or “continue” or the negative of such terms and other comparable terminology. These
statements are only predictions. Actual events or results may differ materially. In evaluating forward-looking statements, consider various factors that may
cause actual results to vary from those contained in the forward-looking statements, such as general economic conditions, in particular, consumer demand for
Koss’ and its customers’ products, competitive and technological developments, foreign currency fluctuations, and costs of operations. Stockholders,
potential investors and other readers are urged to consider these factors carefully in evaluating the forward-looking statements and are cautioned not to place
undue reliance on such forward-looking statements. The forward-looking statements in the Letter to Stockholders are only made as of the date of the Letter to
Stockholders, and Koss undertakes no obligation to publicly update such forward-looking statements to reflect subsequent events or circumstances. In
addition, such uncertainties and other operational matters are discussed further in Koss’ quarterly and annual filings with the Securities and Exchange
Commission.
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A copy of the Letter to Stockholders is being furnished as Exhibit 99.1 to this Form 8-K and is incorporated herein by reference.
Item 9.01 Financial Statements and Exhibits.
(d) Exhibits

Number Description




Exhibit 99.1 Letter to Stockholders dated September 6, 2011.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Dated: September 8, 2011 KOSS CORPORATION

By:  /s/ Michael J. Koss

Michael J. Koss
Chief Executive Officer and President
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Dear Stockholder,

A sirong fourth quarter brought a very positive close to the
fiscal year ended June 30, 2011.

Met sales for the fourth quarter increased by 26.5% to $10.3
million compared io 38.1 million in 2010. Gross margins were
37.9% compared with 36,9% for the same quarter one year
ago. Income from operations was $1 778 879 compared with
aloss of $388,904 in 2010. Metincome was $1,787,397 com-
pared with a loss of 423,450 for the same quarter last year,

Fiscal year net revenue for 2011 finished up by 2.3% to 341.5
million compared to $40.6 millien in 2010, Grogs marging
for the year decreased by 1% to 40.6%. Income from op-
aralions was $6,251,318 for the year compared with a loss
of $4,955,767 in fiscal year 2010. Mel income increased to
$4,373,331 compared with a loss in 2010 of $3 572 225,

Sales results ware mixed by customer type, and by tarritory.
Overall, export sales posted the biggest gains with distribu-
fors in Scandinavia, the Czech Republic, and France leading
the way with strong performance.

In 2011, we were able to reduce our inventory of slow mov-
ing or obsolate products and packaging. These sales ware
at lower gross marging and combined with increased costs
for warranty and freight to reduce gross profit percentages
1o 40.6% compared with 41.5% in fiscal year 2010.

The Company experienced an increase in SGE&A during
the year. This increase was lad by increases in profit-based
incentive compensation, increases in costs relating to audit
and tax preparation as well as additional costs for a third
party independent internal audit function. Most of these
increases over fhe prior year are directly tied to increases
in profitability and compare to zero direct expenses for the
same items due to losses in 2010,

We have many concerns about the political and social unrest
percalating throughout the Middle East, Europe, Central Asia
and even the USA. Much of this unrast can be tied directly to
an expansion of a variety of social entitlement programs that
no longer appear to be affordable to the faxpaying public.
As government belts are forced to fighten, the availability of
credit will continue to remain an international issue affacting
our suppliers, distributors and retail customers. Uncertainty
over the possibility of another recession will further exacer-
bate financial decisions and restrict investments.

If tightening credit translates to restrictions in merchandise
restocking, a cascade of “out of stocks™ and limited replen-
ishments traditionally follows, Tha back to school season
has already provided indications that a slow retail holiday
season will follow.

As you read this, Koss is preparing to launch a new product
initiative that has been over three years in the making. The
new tlechnology is known as Striva and will represent an
entirely new way o customize the personal listening experi-
ence that the Company first introduced to the world in 1958.

In Autumn 2011 the Company is et to unveil a new interac-
tive wab site to support this breakthrough technology. At the
sarne time, Koss will announce that it has joined forces with
a number of distinctive innovators in the music and active
lifestyle industry to extend an entirely unigue branding axperi-
ence based upon the Company's long-standing promise that
“Hearing is Believing.”

Thank you for your support through the last year. We believe
our Company is poised to take advantage of a breakthroughn
in technology.

The revolution is in the air.
F)
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John C. Koss
Founder and Chairman

Michael J. Koss
President and CED
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Koss Corporation Consolidated Balance Sheets

As of June 30, 2011 2010
ASSETS
Current Assels:
Cash and cash equivalents $ 160542 § 125496
Accounts receivable, less allowance for doubtiul
accounts of $278,828 and $757.535, respectively 6,015,212 4,213,327
Inventories 7,867,002 8,457,325
Prepaid expenses and other current assels 282,778 254,658
Income laxes receivable 258,292 828,550
Deferred income taxes 1,028,796 1,144 086
Total Current Assets 15,622 622 15,123,442
Equipment and leasehold improvements, net 3,083,980 2,392,772
Other Assets:
Product software development costs 3,229,370 2,366,828
Deferred income taxes 1,633,191 2,527 764
Cash surrender value of life insurance 3,836,314 3,339,485
Total Qther Assets 8,688,875 8,234,077
Total Assets $27, 405487  §25 750,291

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

Accounts payable § 3642490 § 4,794,588
Accrued liabilities 2,994 B56 4,514,724
Dividends payable 442 962 442 862
Income laxes payable 589,938 =

Total Current Liabilities 7,680,048 9,752,284

Long-term Liabilities:

Line of credit 1,400,000 1,250,000
Deferred compensaftion 1,978,318 1,752,459
Derivative liability 125,000 125,000
Other liabilities 776,072 678,300

Total Long-Tarm Liabilities 4,279,380 3,805,759

Total Liabilities 11,959,436 13,658,043

Stockholders' Equity:
Common stock, $0.005 par value, authorized
20,000,000 shares; issued and autstanding

7,382,706 shares 36,014 35,914
Paid in capital 2,144 416 1,492,096
Retained eamings 13,264,721 10,663,238

Total Stockholders’ Equity 15,446,051 12,192 248

Total Liabiliies and Stockholders” Equity $27405487 525 750,291



Koss Corporation Consolidated Statements of Operations

Years Ended June 30, 2011 2010

Met sales £ 41,518,136 $§ 40,598,722

Cost of goods sold 24,661,503 23,730,311
Gross profit 16,856,632 16,868,411

Qperating Expenses:

Selling, general and administrative expenses 11,431,497 9,870,204
Unauthorized transactions — 10,286,988
Unauthorized transaction related costs and (recoveries), net  (826,183) 1,666,986
Total Operating Expenses 10,605,314 21,824,178
Income (loss) from operations 6,251,318 (4,955,767)

Other Income (Expense):

Interest income 13,214 283
Interest {expense) income, net 52419 (429, 138)
Total Other Income (Expense), net 65833 _ (428,875)
Income (loss) before income tax provision (benefit) 6,316,951 (5,3684,642)

Income tax provision {benefit) 1943620  (1,812,417)
Met income (loss) $ 4373331 § (3572225)

Income (Loss) per common share:

Basic § 0.59 3 (0.48)
Diluted 3 058 3 (0.48)
Dividends declared per commaon share 3 .24 § 0.245
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QOFFICERS

John C, Koss
Chairman of the Board

Michael J. Koss
Vice Chalman, Presidant, CEQ, COO

David Smith
Executive Vice Fresident, CFO, Secrelary

John C. Koss, Jr.
Vice Presidemt Sales

DIRECTORS

John C. Koss
Chairman of the Board, Koss Corporation

Thomas L. Doerr
Prasident, Doerr Corporation

Michael J. Koss
Vice Chairman, President, CEQ, CO0,
Koss Corporation

Lawrence 5. Mattson

Declan Harley Retired Prasident, Oster Corporation
Wice Prasidant Intermational Sales John J. Stollenwerk

Lanore Lillie Ratired CEQ, _
VWice Presiderd Operations Allen Edmonds Shoe Corporation

Cheryl Mike Thecdore H. Mixon

Vice President Human Resources. Chairman, CEQ, D.D. Wiliamson

Cusfomer Relations

TRAMNSFER AGENT
Questions regarding a change of address, stock transfer, lost certificate,
of information on a particular account should be directed in writing to:

American Stock Transfer & Trust Company, LLC
59 Maiden Lane
Mew York, NY 10038

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Baker Tilly Virchow Krause, LLP

LEGAL COUNSEL
K&L Gales LLP

AMMUAL MEETING
Wednesday, October 5, 2011
9:00 AM - Hilton Milwaukee River
4700 N Port Washington Road
Miwaukee, W1 53212
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