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Item 7. ADJUSTED FINANCIAL STATEMENT
(A) Adjustments to the June 30, 2001 Balance Sheet
EXHIBIT 7(A)

The following schedule presents unaudited adjustments to the Company's
balance sheet for the period ended June 30, 2001. The adjustments include
the sale by the Company of 409,636 shares of its common stock and warrants
to purchase 307,226 shares of common stock and the receipt by the Company
of approximately $1,150,000 in net proceeds and the conversion of the
remaining 6% convertible debt and interest thereon, as described in Item 5
of the Form 8-K filed on September 26, 2001. The adjustments also include
the unaudited net loss of the Company for the two months ended August 31,
2001, which includes a non-cash charge of $612,750 to reflect the granting
of vested stock options at below market price to the Company's directors.
The adjustments only include selected items and do not reflect all the
changes that have occurred since June 30, 2001, and is not necessarily
indicative of the Company's future operating results.

As Reported Adjustments Adjusted as of
30-Jun-01 31-Aug-01
ASSETS

Current Assets

Cash & Cash Equiv $ 1,184,228 $ 1,150,000 $ 2,334,228

Accounts Receivable 26,312 26,312

Prepaid Expenses 166, 628 166,628
Total Current Assets 1,377,168 1,150,000 2,527,168
Fixed Asset

Property, Plant, & Equipment-net 872,778 872,778
Other Assets

Investments 275,106 275,106

Other Assets 159,983 159,983

Total Other Assets 435,089 435,089



TOTAL ASSETS $ 2,685,035 $ 1,150,000 $ 3,835,035

LIABILITIES & EQUITY
Current Liabilities

Accounts Payable $ 340,854 $ 340,854
Accrued Expenses 192,143 192,143
Capital Lease Obligations 366, 683 366, 683
Deferred Revenue 5,000 5,000
Total Current Liabilities 904, 680 904, 680
Long Term Liabilities
6% Convertible Note 78,010 (78,010) --
Accrued Interest 8,500 (8,500) --
Total Long Term Liabilities 86,510 (86,510) --
Equity
Preferred Stock 938,676 86,510 1,025,186
Common Stock 805 41 846
Additional Paid-in Capital 24,378,144 1,800,209 26,178,353
Deferred Compensation (294, 361) (294, 361)
Retained Earnings (23,329,419) (1,121,028) (24,450, 447)
Total Equity 1,693,845 765,732 2,459,577

TOTAL LIABILITIES & EQUITY $ 2,685,035 $ 679,222 $ 3,364,257
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