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Item 5.

Other Events and Regulation FD Disclosure

As disclosed in our Form 10-K dated April 11, 2003, and our Form 10-Q dated May
15, 2003, we have been in default of certain financial covenants under the terms of our
credit agreement with Fleet Capital Corporation (“Lender.”)
We have been negotiating with the Lender the terms and conditions of a proposed
forbearance agreement. We have, however, been unable to reach a definitive agreement.
On July 3, 2003, we received a notice from the Lender demanding payment in full of all
indebtedness to the Lender under the loan agreement on or before October 2, 2003. The
letter also asserts that events of default continue to exist under the loan agreement. The
Lender contends that it may, at its sole discretion, make further advances or extensions of
credit under the loan agreement, but is not obligated to do so. If Lender decides to make
further advances or extensions of credit, the borrowing base and the maximum amount of
the line shall continue with the terms previously established. The advance rate with
respect to eligible inventory consisting of finished goods shall not exceed thirty five
percent (35%), there shall be no advances with respect to raw materials. Also, there shall
be a reserve totaling four hundred fifty thousand dollars ($450,000.00) against the net
amount available to be advanced under the line. The Lender has reserved the right to
exercise all rights and remedies available to it under the loan agreement if we fail to make
full payment of all indebtedness by October 2, 2003.
We have received financing proposals from several Lenders. The proposals are
being evaluated and due diligence procedures are being performed. We anticipate that our
present Lender will continue to make advances as described in their letter. If the Lender
declines to advance funds, we believe that our cash on hand will be sufficient to finance
our operations until an agreement is reached with an alternative financing source. If,
however, we are unsuccessful in securing financing from an alternative source in a timely
manner, our operations could be material adversely affected.
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