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Item 5. Other Events and Regulation FD Disclosure.

On January 15, 2004, we sued John Aleckner, a former director of our company, and his ex-wife Barbara Aleckner, in
the 348 Judicial District Court, Tarrant County, Texas.

While a director of VirTra Systems, from March of 2001 through April of 2002, Mr. Aleckner lent us a total of
$274,500 against promissory notes payable upon demand. As consideration for making the loans, we issued him
2,191,694 shares of our then-restricted common stock. Valued at 50% of the previous day's closing price, the shares
issued for each loan had a value approximately equal to the amount of the loan. In late 2003, Mr. Aleckner
subsequently transferred half of the shares he had received to Ms. Aleckner as part of a divorce settlement.

In December of 2003, Mr. Aleckner demanded payment of all of his demand notes. Our defensive lawsuit alleges that
the value of the shares issued to Mr. Aleckner for making the loans exceeded twice the lawful amount of interest
permitted under Texas' usury laws, and, as a result, under Texas law he must forfeit not only the interest (the shares
issued to him), but also the principal amount of the loans.

Upon filing the lawsuit, we obtained a temporary restraining order enjoining the sale of the contested shares by Mr.
and Ms. Aleckner. However, at a hearing on January 23, 2004, after testimony from both John and Barbara Aleckner
that they have the financial means to satisfy an adverse ruling against them, the court denied our application for a
temporary injunction preventing the Aleckners from selling the shares issued in connection with these loans until the
merits of the case could be determined.

If the court ultimately finds in favor of the company, the Aleckners may be ordered to surrender the shares issued in
connection with the loans, or, if such shares are sold, to reimburse the company for damages.

At the hearing, John Aleckner testified that he had already commenced selling the company s shares, and Barbara
Aleckner testified that she intends to sell the approximately one million shares of the company s stock that she
received in the divorce settlement. Ms. Aleckner further testified that she had not been told by her former husband
about the loans or the shares issued when the loans were made.
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If either Mr. or Ms. Aleckner were to quickly sell their shares, we expect that at least in the short term our share price
may be depressed by an amount which could possibly be sufficient to interfere on a short-term basis with our ability to
obtain financing needed for contracts currently in process. We do not, however, expect this result, and we expect no
long-term ramifications upon our ongoing business resulting from the anticipated large sale of our shares.
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