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On October 1, 2008, the Company borrowed $250,000 from Howard S. Modlin, Chairman of the Board and Chief Executive 
Officer.  Previously, on September 18, 2008 the Company had borrowed $175,000 from Mr. Modlin.  The loans are reflected by 
demand promissory notes bearing interest at the rate of 10% per annum from the date of loan secured by the assets of the 
Company.  The proceeds of such loans are to be used by the Company for working capital purposes.  

 

 
On September 29 and 30, 2008, the Company implemented further employee compensation reductions, including a combination of 
salary reductions, benefit reductions and job eliminations for an anticipated annual savings of approximately $1.2 million.  

 
Debentures in the principal amount of $19,453,000 matured on October 1, 2008.  While a subordinated security agreement signed by 
the indenture trustee on behalf of the debenture holders provides that no payments may be made to debenture holders while senior 
secured debt is outstanding,  in the absence of such provision the Company does not have the ability to repay the debentures.  Senior 
secured debt in the principal amount of $7,255,945 was outstanding at October 1, 2008.  Therefore, no payments to debenture holders 
have been made as of the maturity date.  
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