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Item 5. Other Events.

During February 2004, the Company and several of 1its creditors reached
agreements to convert their outstanding debt to common shares of the Company. A
total of $248,571.95 of debt was repaid and 578,035 shares of common stock was
issued. 1Included 1in this total was $123,826.64 of indebtedness owed to the
Chairman of the Company, who was issued 294,825 shares of common stock.

Additionally, during January and February 2004, agreements were reached with two
of the Company's creditors wherein common stock purchase warrants for 600,000
shares were exercised, and the proceeds from the exercises were used to repay
$180,000 of additional indebtedness held by those creditors. In connection with
the foregoing the Chairman of the Company exercised common stock purchase
warrants for 300,000 shares and agreed to reduce his indebtedness by $90,000.00.
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