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ITEM 5. OTHER EVENTS

As disclosed in our recent preliminary S-3 filing, on August 7, 2001,
holders of outstanding Series A Preferred Stock of our Sorrento Networks, Inc.
subsidiary ("SNI"), obtained a temporary restraining order that prohibits SNI
from, among other things, the issuance of additional shares of Series A stock. A
hearing was held on August 29, 2001 in the Court of Chancery in Delaware, on the
shareholders' motion to enter a preliminary injunction. The Court has taken the
motion under advisement and a decision is expected in the near future.
Management does not believe that this lawsuit will prevent the Company from
funding the continuing operations of SNI.
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