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Item 5. Other Information

Effective June 10, 2004, the two holders of the Company's 8% Subordinated
Promissory Notes Payable (the "Notes"), 1in the aggregate principal amount of
$1,000,000, converted their Notes into 1,000,000 shares of the Company's Series
AA 8% Cumulative Preferred Stock, par value $0.00001 per share (the "Series AA
Preferred Stock"). The aggregate 1liquidating value of the Series AA Preferred
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Stock acquired by the converting Noteholders, one of whom is an officer and the
other an employee of a subsidiary of the Company, is $1,000,000.

Including the aforementioned conversion, the Company currently has issued and
outstanding an aggregate of 2,000,000 shares of Series AA Preferred Stock, which
has a liquidating preference of $2,000,000 over all other equity of the Company.

The conversion of the 8% Promissory Notes increased the Company's Stockholders'
Equity by $1,000,000 - specifically, Preferred Stock, Series AA, par value
$0.00001, increased by $10.00 and Paid-in-surplus increased by $999, 990.
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