EDGAROnline

OPEXA THERAPEUTICS, INC.

FORM 10KSB

(Annual Report (Small Business Issuers))

Filed 02/07/01 for the Period Ending 09/30/00

Address 2635 TECHNOLOGY FOREST BLVD.
THE WOODLANDS, TX 77381
Telephone  (281) 272-9331
CIK 0001069308
Symbol OPXA
SIC Code 2834 - Pharmaceutical Preparations
Fiscal Year 12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.
Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

PHARMAFRONTIERS CORP

FORM 10KSB

(Annual Report (Small Business Issuers))

Filed 2/7/2001 For Period Ending 9/30/2000

Address 2408 TIMBERLOCH PLACE, SUITE B-7
THE WOODLANDS, Texas 77380
Telephone (281)272-9331
CIK 0001069308
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



U.S. SECURITIES AND EXCHANGE COMMISSION
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Check whether the issuer: (1) filed all reportsuiegd to be filed by Section 13 or 15(d) of the Eawge Act during the past 12 months (or for
such shorter period that the registrant was reduadile such reports), and (2) has been subgestith filing requirements for the past 90
days.

Yes[]No[X]

Check if there is no disclosure of delinquent lar response to Item 405 of Regulation S-B isaoottained in this form, and no disclosure
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The aggregate market value of the voting stock hgldon-affiliates of the registrant, based ondlosing price of the common stock on the
OTC Electronic Bulletin Board on January 22, 20Qis\W599,792. As of January 22, 2001 registranth@@i7,447 shares of common stock
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PART |

This annual report contains forward-looking stateteeThese statements relate to future eventstureftinancial performance and involve
known and unknown risks, uncertainties and othetofa that may cause the Company's or its indgstigtual results, levels of activity,
performance or achievements to be materially défiefrom any future results, levels of activityrfeemance or achievements expressed or
implied by the forward-looking statements.

In some cases, you can identify forward-lookingesteents by terminology such as "may," "will," "skahli "expects,” "plans,” "anticipates,"
"believes," "estimates," "predicts,” "potentialy'tbe negative of these terms or other comparabieibology. These statements are only
predictions. Actual events or results may diffetenially.

Although the Company believes that the expectatiefiscted in the forward-looking statements aasomable, the Company cannot
guarantee future results, levels of activity, perfance or achievements. Moreover, neither the Cagnpar any other person assumes
responsibility for the accuracy and completenesbede forward-looking statements. The Companyé@euno duty to update any of the
forward-looking statements after the date of thjsort to conform its prior statements to actualites

ITEM 1. DESCRIPTION OF BUSINESS
GENERAL

The Company, founded in 1986, has competed ingbasstrading card and memorabilia business. Ir8198son G. Otteson became Chief
Executive Officer. In 1999, management concludedtthding card business was providing insufficgmawth and subsequently sold the
sports cards and supplies segment of its busibiester the management of Mr. Otteson, managemecteel¢o establish a more expanded
and comprehensive marketing strategy, while elgdtineave the trading card business.

Today, Sportan is engaged in the marketing, sal##lment and distribution of sports related meandise to include novelties, apparel, and
collectibles. Management recently expanded itsriass strategy to include multiple Internet relagemjrams as well as fulfillment for non-
sports items (to include any products). The busingsntity site at www.Sportan.com will provide fidénformation on all these segments.
Information on the Company's web site is not pathis annual report.

The Company's divisions are as follows:

- FULFILLMENT OPERATIONS (BUSINESS TO BUSINESS E-GAMERCE) The Company provides fulfillment solutiotwsvarious e-
commerce companies that require cost effective aastiof getting product to customers. Fulfillmenaifee-based service that processes
invoices, packages, and ships merchandise ordgreddtomers of other Internet e-commerce sitestt8pohen mails the merchandise to the
customer by Courier service or by US Mail and aond with the Internet site operator that the sptesess has been completed.
Organizations requiring these services includeegiditeLine.com, affiliated with the NCAA, Onlinesfocom, Myachi Inc., and other
companies that are turning over distribution tor&pa Sportan becomes an important link betweemtbemmerce site and the fast and
efficient distribution of ordered products to thestomer.



- WHOLESALE OPERATIONS The Company sells sportsteglanerchandise to numerous storefront retail dipgr® Store owner's acces
special "secured" Internet site that is designeal \@holesale site. Customers have a special aBtRisNumber that identifies them as a
wholesale customer. Although Sportan is a recetnaeninto the Internet marketplace, Sportan hasiduted wholesale sports products for
15 years and has an estimated 2,500 wholesalenceitavoridwide.

- RETAIL OPERATIONS The Company sells sports radatgerchandise on a direct to consumer retail gategram. This segment, to date,
consists of five online retail stores. Sportaragship site, Uglyfan.com, is a sports portal fadidated fans. Capital is needed to promote this
site.

- INTERNET OPERATIONS The Company continues to depan on going Internet presence. Current Intesites include:

* Sportan.com

* Sportsfulfillment.com

* Fulfillmentuniverse.com
* Sportandirect.com

* Uglyfan.com

* Port4sports.com

* Portal Stores/E-Malls

STORE.YAHOO.COM/SPORTAN/INDEX.HTML
WWW.ICATMALL.COM/SPORTAN
WWW.YAHOO.COM/UGLYFAN/INDEX.HTML

Auctions sites:

* Amazon.com
* Yahoo.com
* Ebay.com

The Company owns twenty-six Internet URLS or adskss
BUSINESS STRATEGY

The Company's goal is to become a leading fulfiltreenter and specializing in fulfilling online salof sports and related merchandise to
include novelties apparel and collectibles. Managrebelieves that it can develop fulfillment sysseamd processes that will be both
economical and efficient in the distribution of guzt to both wholesale and retail customers. Iriteaid the Company has created its owns
"Sports Portal" that contains both content as aglproducts and services related to the conteettfidme behind the "Sports Portal” is to
become the haven for extreme sports fans while mgadtesired products available. The merchandiseldaalude caps, shirts, posters,
collectibles, art, and special auctions on histor@morabilia. Sportan also offers sports scoreseardts to keep viewers current. The factors
that will make Sportan the company of preferenesits diversified products and innovative onliodusions.

The Company has limited experience in Internet cenee and there is no assurance that it will be tbtompete in this market. The
Company's ability to execute its Internet busirstsstegy is dependent on additional funding. If@wmmpany is unable to raise additional
funds, it will not be able to fully deploy its busiss strategy.



PRODUCTS

The Company distributes sports related merchandiselude novelties, apparel, and collectibleadcts include:
- Novelties Souvenirs with logos of major CollegePoofessional sports teams.

- Periodicals Books related to sports.

- Apparel Hats, Caps, Sweatshirts and related itedestified with branded logos.

- Artworks Paintings, serigraphs, photographs, grsstientified with branded logos.

- Collectibles NFL, NBA, MLB, NHL, NASCAR, etc. pducts for fans.

The Company undertakes some authentic sports meéiti@isales. These sales are normally on one ofititdion sites, and are limited in
number, and do not qualify as a separate profitecen

The Company does not have any agreements with metowérs with respect to ordering the merchandidistributes. The Company orders
merchandise on an as needed basis based on itsirgstimates from thirty plus manufacturers. aitgh the Company does not foresee its
inability to procure merchandise from manufactuiarthe future, the Company can provide no asserdmat it will be able to continue to
order merchandise on favorable terms from anysahianufacturers.

The Company ships its products via United Parceli€e, Federal Express, United States mail, or miwedght depending on the customer's
needs. If the products ordered are in stock, thegamy's internal policy is to ship its productshivit24 hours of the order. If the Company's
growth exceeds its resources, the Company mayenable to provide the type of customer serviceitt@atrrently provides, which may have
a material adverse affect on its business.

The Company believes that its fulfillment servipestion of its business meets the need that manyalistores encounter when shipping
products to customers. Through the efficienciestandng power offered by Sportan, an online fulfiint partner can maximize profitability
without the product ownership risk and/or expendiegpurces required to inventory, pick, and shiséhproducts.

Solutions that Sportan can provide to online retailinder the fulfillment segment are as follows:
- Warehouse space

- Telemarketing facilities

- Database Management

- Shipping facilities with major carrier systemstalled

- Credit card verification

- Pick and ship

- Inventory control

- State of the art accounting software

- Guaranteed fast delivery

- Fast and friendly customer service



MARKETING AND SALES

The Company distributes to retailers that selhénd user, customers of online companies, cussonfiche Company's Internet operations,
and to customers of auction sites. Managementuedithe increased demand for sports related nesglipparel and collectibles, and the
emerging dominance of e-commerce, means that:

- Retailers cannot afford to stock their inventaiith all the products produced by a manufacturer
- Online stores have limited time, facilities, aiperience in distributing sports related merchamdis

- The Company believes that the development obthime sports merchandising presence created bgdngpany will provide the Company
with access to this market

RETAIL MERCHANDISING AGREEMENT

Currently, the Company has several retail fulfillhprograms and is currently negotiating for mdreere is no assurance that additional r
agreements can be negotiated. An exclusive rejedleanent already established is with Collegiatelcim®, which the Company has exclus
rights for fulfillment of most sports products sald site. The agreement with CollegiateLine.comiregin July 2001, but may be extended
on a year-to-year basis by the mutual agreemethiegbarties. In addition, either party may termenthie agreement on 180 days notice. The
Company also has an agreement for exclusive rightsilfillment of Myachi hand sacks. Myachi manafares and sells the hand sacks. The
Company warehouses, picks, packs, ships, and iesd¢ie hand sacks for Myachi. This agreement vgaeediin April 2000 and is extended
on a month-to-month basis by mutual agreement tif parties.

If the Company is not able to enter into additiordhil agreements, its business will be dependeritis existing customer base and on direct
sales from its Internet sites. If the Company isafie to generate sufficient funding through saleexternal financing, it will not be able to
fully execute its Internet marketing programs twaat new customers.

The Company's business is service-oriented, amiitseary marketing focus is on responding rapidlgtistomer requirements. The Company
conducts limited advertising in the trade magagiaed Trade for the traditional wholesale segmerthefbusiness. The Company is
developing a marketing strategy for advertisingltiternet sports merchandising and related prograétosever, the Company has limited
experience in Internet marketing, and may not be mbadequately market its Internet programs. Cahmpany's ability to advertise will be
limited by its available funds, and there is nauaasce that the Company will have sufficient furgdiRor the fulfillment portion of the
business, most arrangements are made through pécsoriact. As such, the loss of the Company'sgeegonnel, especially Mr. Otteson,
could have a material adverse affect on the busioethe Company.
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Sales of sports related merchandise in generafli,|enced by the popularity of the sports to which products relate. During 1994, Major
League Baseball experienced a strike and the Ndtldockey League experienced a work stoppage. 98 1the National Basketball
Association also experienced a work stoppage. Tlaé®e disputes resulted in a loss of intereshasé sports by many fans, which in turn,
triggered a significant and immediate reductiomerchandise sales. There can be no assuranceéntlilat fabor disputes will not occur age
or that the popularity of the sports for which tb@mpany distributes sports merchandise will notidedor other reasons. Further labor
disputes or any such decline in popularity couldeha material adverse effect on the Company's basin

COMPETITION

The Company competes with few companies on digtdbwf some products. The Company believes thebmurof different product lines it
offers makes it unique in the industry. The Compgnyain competition is from the manufacturers tiratluce the products it offers. The
Company believes manufacturers have a significampetitive advantage in the traditional retail sfoont distribution. The retail store can
buy direct but are often forced, at this time, ty In large quantities. There is no assurancerttaatufacturers will not allow retailers to
purchase smaller quantities of product in the ftwhich would reduce or eliminate the Companylsaathge over such manufacturers. In
addition, manufacturers may decide to compete thyredth the Company, and may decide not to sdirtproducts to the Company at
competitive rates, if at all.

For the fulfilment and Internet segments, there threat of new entrants into the market becatifeea@rowth potential that the Company
believes this market has experienced and will coetito experience. The Company expects to compttecarporations with significantly
greater financial and personnel resources tha@timepany. There is no assurance that the Compahgantinue to successfully compete in
this market.

The Company competes based on a humber of fadtoey. are:

- Customer service and support - including assgpersonal account representatives for its whatesahdors and the following up of its
sales to customers with e-mails;

- Product diversification - the Company believesoffering its wholesale customers a wide range efamandise it allows them to meet their
needs at one location, saving time and money;

- Timely and reliable delivery - the Company sendsmost of its products within 24 hours, unlessghoducts are not in stock; and
- Price - the Company believes it is competitivéhia industry.

Of these factors, the Company believes that prodivetsification is the most important factor itracting new customers, while service is
most important factor in retaining customers. TlenPany believes that its ability to compete effegdii in the industry requires sales and
support organizations that are well versed in gngous products distributed by the Company. Manag#is business strategy is to acquire a
multitude of product lines, forming a one-stop disttor of sports related merchandise, while exjragnés reach to an international level
through the Internet. The Company's ability to agegly execute its business strategy will be diyaetiated to its ability to secure an
adequate level of capital. There is no assuraratetie Company will be able to raise sufficientitao fully execute its strategy.

INSURANCE

The Company has insurance covering risks incurréblg ordinary course of business, covering fliefttand other destruction, in amounts
management believes adequate for its needs. Th@&uwonihas key-man life insurance on the life of daSoO0tteson, president and chief
executive officer of the Company in the amount 0$0,000. The Company believes its insurance egeeis adequate, but the loss of Mr.
Otteson, for any reason, could have a materialradweffect on the prospects of the Company.
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EMPLOYEES

As of September 30, 2000, the Company employednseer persons, ten of whom are full-time employaed,seven part-time employees.
No employees are covered by a collective bargaiagrgement. Management considers relations wienitsloyees to be satisfacto

ITEM 2. DESCRIPTION OF PROPERTY

The Company's headquarters facility, which incluitegrincipal administrative offices, is located3470 Old Houston Road, Huntsville,
Texas 77340. These premises are leased, on a noontbath basis, from Jason G. Otteson and conisggiroximately 12,000 square feet.
The monthly rental is $2,000.

ITEM 3. LEGAL PROCEEDINGS
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.



PART Il
ITEM 5. MARKET FOR COMMON EQUITY AND RELATED SHAREH OLDER MATTERS

Shares of the Company's common stock are listaHe@TC Electronic Bulletin Board under the symI®IPTA." On January 22, 2001, the
Company's common stock closed at $0.27 per shareCbmpany is authorized to issue 50,000,000 sloé@smmon stock, 5,867,447 of
which were issued and outstanding at January Z2..28t January 22, 2001, there were approximateé/Holders of record of Company
common stock.

The table set forth below, for the periods indidatests the reported high and low sale pricesshare of Company common stock on the (
Electronic Bulletin Board since the common stocidetrading on March 7, 2000.

Sportan Common Stock

High Low
FISCAL 2000
Quarter ended March 31, 2000 (beginning March 7) $ 2.00 $1.00
Quarter ended June 30, 2000 $ 2.25 $0.75
Quarter ended September 30, 2000 $ 2.22 $1.38

The Company has never paid any cash dividendsaoihmon stock and does not anticipate paying diagltends within the next two years.
The Company anticipates that all earnings, if avill,be retained for development of its businessyAuture dividends will be subject to the
discretion of the board of directors and will dep@m, among other things, future earnings, the Gomps operating and financial condition,
the Company's capital requirements and generahéssiconditions.

RECENT SALES OF UNREGISTERED SECURITIES

The following sets forth information for all sedigs issued without registration under the Se@sifict, for the year ended September 30,
2001.

The Company has issued 630,275 shares of commok fstoconsulting services rendered to eleven sijglaited investors and employees.
Since the quarter ended June 30, 2000, the Contmsigsued warrants to purchase an aggregateGfi8shares of common stock at
exercise prices between $1.00 and $.25 per sheging between July 2002 and September 2005 tosoyhisticated investors. The
Company believes the transactions were exempt fegistration pursuant to Section 4(2) of the Sei@sriAct, as the issuances were to
sophisticated investors with knowledge and expegén financial and business matters that they \&ble to evaluate the merit and risks of
an investment in the Company and since the traiessctvere non-recurring and privately negotiated.

Since the quarter ended June 30, 2000, the Confmmissued 294,000 shares of common stock for 820940 investors in a transaction
exempt from registration pursuant to Section 4(®) Rule 506 of the Securities Act. In connectiothwe above transaction, the Company
issued warrants to purchase 176,400 shares of carstook at an exercise price of $.05 per sharethidh, it has issued 87,178 shares of
common stock on the partial exercise of such wariidme Company believes the warrant issuance wampfrom registration pursuant to
Section 4(2) of the Securities Act, as the issuara®to ten sophisticated investors and sincertimsaction was non-recurring and privately
negotiated.



ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS

This Management's Discussion and Analysis as ofeBaper 30, 2000 should be read in conjunction tithaudited condensed consolidated
financial statements and notes thereto set forthignreport.

GENERAL

The Company recognizes revenues from sales ofspmmorabilia and fulfillment services at the tiofeshipment. General and
administrative costs are charged to expense ag@ttUProperty, plant and equipment are recordedsttand depreciated using an
appropriate accounting method over the estimatetuligves of the assets. Expenditures for repaig maintenance are charged to expense
as incurred. The costs of major renewals and Imeétets are capitalized and depreciated over thematgd useful lives. The cost and related
accumulated depreciation of the assets are renfoverdthe accounts upon disposition.

SEASONALITY

Sales of sports-related memorabilia products terietmore constant, with sales peaks during hokgagons and the then current sport
season.

Results of Operations
Year ended September 30, 2000 compared to the pariog in 1999

Revenues. For the year ended September 30, 20@hues decreased to $816,242 from $2,901,829 dilvegear ended September 30,
1999. The decrease of 72% was attributable todleedf its trading card business, which represeapgmtoximately 80% of its revenues. In
addition, the Company believes its sales were redldcie to its allocation of resources to develograémfrastructure for its new business
model.

Cost of Sales. For the year ended September 30, 206t of sales decreased to $687,511 from $2Z238juring the year ended September
30, 1999. The decrease was due to the large reduotsales as discussed in the preceding paragraph

General and Administrative Expenses. For the yrde@ September 30, 2000, general administrativeresgs increased to $975,646 from
$685,812 during the year ended September 30, T989increase of 42% was partially attributable7@,$00 in expensed web site
development and support and $62,000 in financiblipuelations costs.

Net Loss. For the year ended September 30, 200@ dmpany's net loss increased to $885,904 fror8,848 during the year end
September 30, 1999. The increase was attributalifeetlarge decrease in revenues and the increagmneral and administrative expenses
discussed above.

Historical Cash Flows

Cash Flow from Operating Activities. The Compamgs cash flow from operating activities resulte@¢@ash used by operations of $558,887
for the year ended September 30, 2000, compareasto provided from operations of $149,177 for tharyended September 30, 1999. The
increase in cash used from operations for fisc@D20as due to the Company's increased net losgpdhe factors discussed above.

Cash Flow from Investing Activities. The Company& cash used in investing activities for the ymated September 30, 2000 increased to
$51,522 from $2,368 for the year ended Septembet@B. The increase was due to the Company's aseobf computer equipment and e-
commerce software for its web sites.



Cash Flow from Financing Activities. The Compamgs cash flows provided from financing activities the year ended September 30, 2000
was $606,784, compared to net cash flows usediaméiing activities of $134,982 for the year endedt&mber 30, 1999. In fiscal 2000, cash
provided from financing activities consisted ofrpairily of sales of Company common stock, which aoted for $239,952, and loans from
Mr. Otteson of $261,000.

LIQUIDITY AND CAPITAL RESOURCES

As of September 30, 2000, the Company had negativking capital of $499,248, and cash of $14,88% Tompany completed a private
placement during 2000, which netted approximat@§0$000, through the issuance of common stock aardawnts.

In connection with this funding, the Company asked shareholders related to its founder to con2¢¥tt4,006 shares of Company common
stock held by them to the same number of prefeshedes. During the next five years, the Companyth@sole option of converting these
preferred shares back to the same number of consimames or it may purchase any or all of them a$th&8 per share stated value, or up to
$896,195. In addition, the Company must pay a mpi@¥ annualized dividend on the $.418 per shatedtvalue, or $4,481 per month,
with minimum total minimum dividends of $250,000edtegardless of when it elects to purchase or aotivis stock. As of January 2001, 1
Company is eight months behind on its dividend payts. At the end of five years, if the Company ta&en no action, this preferred stock
automatically converts back to the same numbeowfroon shares.

The Company has established a line of credit iratheunt of $100,000 with First National Bank of ihville. At September 30, 2000, the
Company had a balance of approximately $99,00hetinte of credit. The Company has borrowed $21@f6@m its stockholders in the fol
of notes payable, of which $83,500 is presently @uelemand, with the remainder to come due duistaf 2001. The Company has
borrowed working capital from its stockholdershie past, but it should not be assumed that suatsfuill be available in the future.

The funds obtained in the Company's private placemwere used to speed up its growth, which the Gowoelieves was hampered by a
lack of capital. Based on the Company's currentaijpgy plan, the Company must raise at least $B00i® additional funding to pay its
outstanding accounts payables and to continuedoatpits business through September 30, 200heMpresent time, the Company has no
commitments for capital. If the Company is unablebtain additional financing in the near fututenay be required to scale back or cease
operations, or find some other way to bring castvél into balance.

In the future, the Company may continue to expegesignificant fluctuations in its results of opg@as. These fluctuations may result in
volatility in the price or value of its common sko@he Company's results of operations may fluetaata result of a variety of factors,
including, its ability to obtain needed financimggmand for its products, introduction of new prdaduthe variety of products distributed, the
number and timing of the hiring of additional persel, general competitive conditions in the indystnd general economic conditions.
Shortfalls in revenues may adversely and disproguately affect the Company's results of operatimsause a high percentage of its
operating expenses are relatively fixed. Accordingeriod-to-period comparisons of results of ofiers are not necessarily meaningful and
should not be relied upon as an indication of fit@sults of operations. Due to the foregoing fiagtiv is likely that in one or more future
periods our operating results will be below theeotptions of the investor.
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ITEM 7. CONSOLIDATED FINANCIAL STATEMENTS

The financial statements commencing on page F-& baen audited by Malone & Bailey, PLLC, independentified public accountants, to
the extent and for the periods set forth in theprarts appearing elsewhere herein and are inclindediance upon such reports given upon
authority of said firm as experts in auditing alcd@unting.

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
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PART 1lI

ITEM 9. DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AN D CONTROL PERSONS;
COMPLIANCE WITH SECTION 16(A) OF THE EXCHANGE ACT

The Company's directors and executive officers are:

NAME AGE POSITION

Jason G. Otteson 28 Chairman of t he board of directors,
president and ¢ hief executive officer

Kay L. Ekis 39 Secretary

Jason G. Otteson has served as chief executivaeo#ind a consultant of the Company since Jan@88.Since February 1997, Mr. Otteson
has served as director of the Company. From Aut@86 to January 1998, Mr. Otteson served as viesigent of the Company. From
November 1996 through December 1997, Mr. Ottesoredeas a consultant for Premier Medical Technoldggy. Mr. Otteson received
marketing degree with a minor in finance from Stpk. Austin State University in 1996.

Kay L. Ekis has served as secretary since Augudd.2bince July 1998, Ms. Ekis has served as theudmmng/Office Manager of the
Company. From June 1997 through July 1998, Ms. &#dged as the Accountant to Home Healthcare otsville. From September 1991
through June 1997, Ms Ekis served as the officeagamraccountant for Heil Tank Services, Inc. in ston, Texas and Huntsville, Texas. |
Ekis received a degree in accounting from Sam HouState University in 1988.

The Company's directors hold office until the nexbual meeting of the stockholders and until teeacessors are duly elected and qualified.
Directors are reimbursed for out-of-pocket experisetend meetings. The Company does not maiotaimpensation, audit, executive, or
nominating committees.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Section 16(a) of the Securities Exchange Act of41@Rjuires the Company's directors and executifreeo$, and persons who own
beneficially more than ten percent of the commaulsof the Company, to file reports of ownershipl @hanges of ownership with the
Securities and Exchange Commission. Based soleth@reports received by the Company and on wrigenesentations from certain
reporting persons, the Company believes that tteeidirs, executive officers, and greater than tmagnt beneficial owners have complied
with all applicable filing requirements.
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ITEM 10. EXECUTIVE COMPENSATION

The following table provides information regardicgmpensation paid to the Company's chief execufffieer. No other executive officer
received in excess of $100,000 in compensatiomdutie fiscal year ended September 30, 2000.

Summary Compensatio n Table
Annual
Compensation Lo ng Term Compensation
Awards
Securities
Name and Restri cted Underlying All Other

Principal Positions  Year Salary($) stock awa rd(s)($) Options/SARs(#) Compensation($)

Jason G. Otteson,

Chief Executive Officer 2000 $ 50,348 -- 1,200,000 --
1999 $ 50,000 - - -
1998 $ 50,000

In July 2000, the Company entered into a threar employment agreement with Mr. Otteson. Theemgent provides for a base annual s¢
of $102,000, and a sign-on bonus of $100,000. Tgre@n bonus has not been paid and Mr. Ottesoragaesed to accept a demand note
payable at an interest rate of 12% till paid. Mtte®on has agreed that 50% of his annual salaryb@aaid in the form of note payables and
in shares of common stock. The agreement proviolethé issuance of an option to purchase 750,08feshof common stock at an exercise
price equal to the fair market value on the datgraft, which was $1.44 per share, expiring in ffears, vesting in thirds beginning July 1,
2001. If Mr. Otteson is terminated without cause, Company must make a payment equal to two yeansadsalary. If Mr. Otteson is
disabled or dies, the Company must continue hargahrough the remainder of the term of the agerenif Mr. Otteson is terminated after a
change of control in the Company, the Company madte a payment of 150% of Mr. Otteson's highesuahsalary, and the amount of any
bonus received during the previous year. In additio exchange for Mr. Otteson's options, the Camgpaill make a payment equal to the 1
market value of the Company's common stock mudtihby the number of shares underlying such options.

In September 2000, the Company entered into a-§@aeemployment agreement with Ms. Kay L. Ekise Blgreement provides for a base
annual salary of $33,000, and a sign-on bonus 5f®D, of which $3,500 has been paid and the rentpamounts are due on the receipt of
future funding of the Company.

STOCK OPTIONS AND WARRANTS

The Company's 1999 Stock Option Plan providesHerigsuance of an aggregate 1,000,000 shares ofi@gnrstock, which was amended in
September 2000 to provide for the issuance of ditiadal 1,000,000 shares subject to shareholdgrosal, upon the exercise of options
granted under the plan. As of September 30, 20@rts to purchase an aggregate of 1,050,000 sb&ogsnmon stock were outstanding
under the plan. This total does not include a wer@ purchase 750,000 shares of common stock exentise price of $1.44 per share,
expiring in five years, vesting in thirds beginnihgly 1, 2001, that was issued to Mr. Otteson pnsto his employment agreement.
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Option Grants in Last Fisc

NUMBER OF PERCENT
SECURITIES TOTAL OPTI
UNDERLYING  SARS GRAN

OPTIONS/SARS TO EMPLOY
GRANTED (#) IN FISCAL

Jason G. Otteson,

Chief Executive Officer

NAME

250,000
200,000

750,000

AGGREGATED OPTION
AND YEAR-END

SHARES
ACQUIRED
ON VALUE
NAME EXERCISE(#) REALIZED($)

Jason G. Otteson,
Chief Executive Officer - -

al Year

OF

ONS/

TED EXERCISE OR

EES BASE PRICE EXPIRATION
YEAR  ($/SH) DATE

23.8% $ 1.52  9/30/06

19.0% $ .825  3/31/05

- $ 1.44  7/1/05

EXERCISES IN 2000
OPTION VALUES

VALUE OF UNEXERCISED
IN-THE-MONEY OPTIONS

NUMBER OF UNEXERCISED
OPTIONS AT FY-END

EXERCISABLE UNEXERCISABLE EXERCISABLE UNEXERCISABLE

- 1,200,000 -$ 1110 00

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The following table sets forth, as of January ZPthe number and percentage of outstanding shaf@smpany Common Stock owned by
(i) each person known to the Company to benefician more than 5% of its outstanding Common St@dkeach director, (iii) each named
executive officer, and (iv) all executive officeand directors as a group.

Number of Shares of Common Stock
Name and Address of Beneficial Owner Beneficially Owned Percentage of Ownership
Jason G. Otteson 3,590,994 61.2%
Connie Logan 1,594,006 19.9%
Kay Ekis 5,000 less than 1%
All executive officers and directors as a
group (2 persons) 3,595,994 61.3%

Of Ms. Logan's shares, 1,554,006 shares are repteesby shares of the Company's Series A prefatiaak, which provide for the right to
vote the preferred stock on a share for share BHsésbusiness address of the above persons $athe as the address of the Company's
principal executive office.

ITEM 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The Company has a lease agreement on a month-ttithasis with Jason G. Otteson covering approxiina®,000 square feet in
Huntsville, Texas. The monthly rental is $2000 menth. The Company has borrowed an aggregate @, 520 from Mr. Otteson, at interest
rates between 10-18%, of which $83,500 is currethily on demand, and the remainder is due betweechN2801 and August 2001.

13



INDEPENDENT AUDITORS' REPORT

Board of Directors
Sportan United Industries, Inc.
Huntsville, Texas

We have audited the accompanying balance sheqtasfe® United Industries, Inc. as of Septembe2800, and the related statements of
operations, changes in stockholders' equity, asd fltaws for the year then ended. These finant&éments are the responsibility of the
Company's management. Our responsibility is toesgpan opinion on these financial statements basedr audit.

We conducted our audit in accordance with generadbepted auditing standards. Those standardsedtat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the financial statements refereadlbove present fairly, in all material respedts, financial position of Sportan United
Industries, Inc. as of September 30, 2000, andebdts of its operations and its cash flows ferybar then ended, in conformity with
generally accepted accounting principles.

The accompanying financial statements have begraprd assuming that the Company will continue @ailag concern. As discussed in N
B to the financial statements, the Company hasgedfrecurring losses from operations and has eapéal deficiency, which raise
substantial doubt about its ability to continueaaging concern. Management's plans regarding tmasiers also are described in Note B.
The financial statements do not include any adjestsithat might result from the outcome of thisartainty.

MALONE & BAILEY, PLLC
Houston, Texas

January 9, 200



SPORTAN UNITED INDUSTRIES, IN
BALANCE SHEET
September 30, 2000

ASSETS

Current Assets
Cash
Accounts receivable, net of allowance
for doubtful accounts of $68,478
Stock subscription receivable
Accounts receivable-stockholder and employees
Inventory

Total Current Assets

Property and Equipment, net of $73,207
accumulated depreciation
Trademark, net of $17 accumulated amortization

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Accounts payable
Accounts payable to stockholder
Accrued expenses
Dividend payable
Accrued salary due to stockholder
Notes payable to stockholders
Note payable to bank

Total Current Liabilities

STOCKHOLDERS' EQUITY

Convertible preferred stock, .001 par value, 10,0
shares authorized, 2,144,006 shares issued and
Common stock, $.001 par value, 50,000,000 shares
authorized, 5,767,445 issued and outstanding

Paid in capital
Retained earnings (deficit)

Total Stockholders' Equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

00,000
outstanding 2,144

5,767
646,113
(1,094,043)



SPORTAN UNITED INDUSTRIES,
STATEMENTS OF OPERATION

For the Years Ended September 30,

2000
Revenues $ 816,242
Cost of Sales 687,511
Gross Margin 128,731

Operating Expenses
Selling, general and administrative 975,646
Bad debts

Total Operating Expenses 975,646

Operating Loss (846,915)

Other Income and (Expense)
Gain on sale of facility

Loss on sale of assets ( 2,852)
Other income 2,732
Interest expense ( 33,713)

Miscellaneous expense

Total Other Income (Expense) ( 33,833)

NET (LOSS) (880,748)
Preferred stock dividends ( 22,406)

NET (LOSS) APPLICABLE TO

COMMON SHAREHOLDERS $(903,154)

Net (loss) per common share $( .14)

Weighted average common shares
Outstanding 6,389,000

INC.
S
2000 and 1999

$2,901,829

2,538,725

685,812
44,661

(367,369)

206,901

( 13,950)
( 3,830)



SPORTAN UNITED INDUSTRIES, | NC.

STATEMENTS OF CHANGES IN STOCKHOLDE RS' EQUITY
For the Years Ended September 30, 2 000 and 1999
Preferred Preferred Common Common
Shares  Amount Shares Amount
Balances at
September 30, 1998 7,000,000 $ 7,000
Net loss
Balances at
September 30,1999 7,000,000 7,000

Exchange of common
stock for preferred 2,144,006 $ 2,144 (2,144,006) (2,144)

Proceeds from sale

of common stock, net of

404,000 shares and $68,407

paid for costs of issuance 795,178 795
Issuance of stock warrant
Common stock issued

for services 105,000 105

to extinguish accounts
payable 11,273 11

Preferred stock dividends

Net loss

Balances at
September 30, 2000 2,144,006 $ 2,144 5,767,445 $ 5,767




SPORTAN UNITED INDUSTRIES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS'

For the Years Ended September 30, 2000

Retai
Paid In Earni
Capital  (Defic
Balances at
September 30,1998 $ 246,263 $ (12

Net loss (278

Balances at
September 30,1999 246,263 (190
Exchange of common
stock for preferred

Proceeds from sale
of common stock, net of
404,000 shares and $68,407

paid for costs of issuance 239,157
Issuance of stock warrant 17,250
Common stock issued

for services 129,454

to extinguish accounts

payable 13,989
Preferred stock dividends (22
Net loss (880

Balances at

September 30, 2000 $ 646,113 $(1,094

EQUITY
and 1999

ned
ngs
ity  Totals

,641) $ 240,622

,248) (178,248)

,889) 62,374

239,952

17,250

129,559

14,000
406)  (22,406)
,748) (880,748)

,043) $(440,019)




SPORTAN UNITED INDUSTRIES,
STATEMENTS OF CASH FLOW
for the Years Ended September 30,

CASH FLOWS FROM OPERATING ACTIVITIES
Net (loss)
Adjustments to reconcile net loss to net
cash provided by operating activities:
Depreciation
Securities issued for services
Securities issued for accounts
payable
Issuance of stock warrants
Loss (gain) on disposal of property
and equipment
Net (increase) decrease in:
Accounts receivable
Inventory
Other current assets
Net increase (decrease) in:
Accounts payable
Accrued expenses

NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

CASH FLOWS (USED) BY INVESTING ACTIVITIES
Proceeds from sale of property and equipment
Cash paid for trademark and patents
Cash paid for property and equipment

NET CASH (USED) BY INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from sale of stock
Net proceeds (repayments)from line of credit
Principal payments on notes to stockholders
Net proceeds from notes to stockholders
Stock subscription receivable
Preferred stock dividends paid
Accrued salary to shareholder
Net increase (decrease) in stockholder advances
to the company

NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH
CASH BALANCES
-Beginning of period

-End of period

SUPPLEMENTAL DISCLOSURES
Interest paid in cash
Income taxes paid in cash

INC.
S
2000 and 1999

2000 1999

$(880,748) $(178,248)

19,407
129,559

19,127

14,000
17,250

2,852 ( 2,699)

(52,570) 59,969
41,805 259,990
4,943 3,489

116,509 ( 32,453)
28,106 20,002

(558,887) 149,177

2,250 5,000
( 1,444)
(52,328) ( 7,368)

239,952

89,000 ( 85,000)
(10,000)

261,000

( 4,359)

( 4,569)

12,652

13,108 (39,982)

606,784 (134,982)

$ 14,865 $ 18,490

$ 20,182 $ 5,589
$ 0 s 0



SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of operations and organization: Sportanédhibdustries, Inc. (formerly Players Texas Spdnis,) (the Company) was incorporat
on March 15, 1991, as Players Texas Sports, Ireubahapter S corporation. On March 30, 1998, ter@of Directors of Players Texas
Sports, Inc. voted to change the name of the cognfmaBportan United Industries, Inc. and changdeéderal income tax filing status toa C
corporation. The Company is a distributor of spadselties and memorabilia. The Company marketdigisibution services primarily to
retail outlets in the United States.

Cash and cash equivalents: For purposes of thenstats of cash flows, cash equivalents includeighly liquid investments with original
maturities of three months or less.

Allowance for Doubtful Accounts: Earnings are chatgvith a provision for doubtful accounts basedaurrent review of the collectibility
of accounts. Accounts deemed uncollectible areieglgainst the allowance for doubtful accounts.

Inventory: Inventory is stated at the lower of cstermined by the average cost method) or market.

Property and Equipment: Property and equipmenstated at cost. The Company depreciates propedtgguipment by the straight-line
method over the estimated useful lives of the eelassets as follows:

Computer equipment 5years  $104, 728
Furniture and fixtures 5-10 years 26, 280
131, 008

Less accumulated depreciation (73, 206)
$57, 802

Revenue Recognition: Revenues are recognized als@oe shipped from the Company's warehouse. Shigrdéectly to customers from a
third party vendor are recognized at time of shiptiiom vendor.

Federal Income Taxes: Since March 30, 1998, thegaomreports federal income taxes as a C corporatid uses the liability method in
accounting for income taxes, whereby tax rateappdied to cumulative temporary differences based/ben and how they are expected to
affect future tax returns. Deferred tax assetsliafdities are adjusted for tax rate changes mybar changes are enacted. The realizability of
deferred tax assets are evaluated annually anthatioa allowance is provided if it is more likalyan not that the deferred tax assets will not
give rise to future benefits in the Company's &txams.



SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Prior to conversion to a "C" corporation, the inear loss of the Company flowed through to its kitmdders. Accordingly, no provision has
been made for federal income taxes for periods poitdarch 30, 1998.

Use of Estimates: The preparation of these findistédements in conformity with generally accepdgedounting principles requires
management to make estimates and assumptiondfeztttae reported amounts of assets and lialsliied disclosure of contingent assets
liabilities at the date of the financial statemeamsl the reported amount of revenues and expensieg dhe reporting period. Actual results
could differ from those estimates.

Stock options are accounted for by following Acctum Principles Board Opinion No. 25, Accounting ftock Issued to Employees, and
related interpretations, and by following Statenwrftinancial Accounting Standards No. 123, Accoumfor Stock Based Compensation,
which established a fair-value-based method of atiog for stock-based compensation plans.

Loss per share is reported under Statement Noofl&fe Financial Accounting Standards Board ("FA8B"), which requires the calculation
of basic and diluted earnings per share. Basidmgsper share exclude any dilutive effects ofapi warrants, and convertible securities.

Diluted earnings per share are not shown here Becauch effect would be anti-dilutive.
NOTE B - GOING CONCERN

As shown in the accompanying financial statemahtsCompany has incurred recurring net losses asdmet deficit of $440,019 as of
September 30, 2000. These conditions create antamtg as to the Company's ability to continuaaming concern. Management is trying
to raise additional capital through sales of itsiomon stock. The financial statements do not incleadjustments that might be necesse
the Company is unable to continue as a going coancer

NOTE C - BANK CREDIT LINE ARRANGEMENT

The Company presently has a credit line of up @0$100 at First National Bank of Huntsville secubgdsubstantially all assets, accounts
receivable and inventory with interest at the beupkime commercial rate, and maturing October 200@. credit line is guaranteed by a
company stockholder. The Company's outstandingnbalan this line as of September 30, 2000 was $99;Dhe credit line was renewed on
November 30, 2000, with a new interest rate of prptus 1.250%



SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE D - INCOME TAXES

The tax effects of temporary differences that gise to significant portions of the deferred tazets and deferred tax liabilities at September
30, 2000, are as follows:

Deferred tax assets:

Net operating loss carryforward $ 380,800
Less: valuation allowance (380,800)
Net current deferred tax assets (liability) 0

The Company has net operating loss carryforwar@gppfoximately $1,120,000 as of September 30, 200@h expire through year 2020.
NOTE E - OPERATING LEASES
The Company rents its principal facility from actholder of the Company (see Note F).

Total rent expense under all lease agreements g@etbtmapproximately $24,000 and $36,350 for thmyended September 30, 2000 and
1999, respectively.

NOTE F - RELATED PARTY TRANSACTIONS

The Company is involved in various transactiondisibckholders or officers of the Company. Thegeations and amounts incurred with
these individuals are detailed as follows:

2000 1999

Transaction:

Rent-principal facility $24,000 $22,140
Purchase of inventory $ 309 $36,537
Interest $18,864 $ 8,362

Notes payable to stockholders consist of the fdihow

Notes payable to two stockholders bearing inteaae&2% annually, balance is due on dem:
Interest is being accrued. $ 53,500 Notes payabbmé stockholder, bearing interest at rates ranigom 10%-18%, payable on dates ranging
from January 2001 through August 2001 261,000

Additionally, the Company entered into a new emplent arrangement with its president and CEO aslgfl] 2000. The employment
contract specifies a sign-on bonus of $100,000ableyon demand and recorded as a note payabléncpimjerest at 12% per annum and an
annual salary of $102,000.



SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE F - RELATED PARTY TRANSACTIONS (Continued)

Additionally warrants to purchase 1,000,000 shatdair market value will be granted 250,000 peanyfer the next four years. These warr.
will expire five years from the date of grant.

NOTE G - PREFERRED STOCK

The Company has 2,144,006 shares of preferred statskanding. Holders of the preferred shares rtitezl to receive cash dividends at the
annual rate of 6%, on a share value of $0.418lpames payable monthly. As of September 30, 200 dhad been paid in cash to the
preferred shareholders and the balance due, $1,h&8&een accrued.

The preferred shares will automatically be convkttecommon shares, one for one, on April 1, 2@ares are redeemable at the stated
value by the Company on or after April 1, 2000 hvatprepayment penalty of $250,000 less all presljopaid dividends up to $250,000.

Holders of preferred shares are entitled to recéivielends at the same rate as dividends paid ommamn stock. Holders of preferred shares
have the same voting rights as holders of commaresh

The preferred shares rank senior to common shatet®lThe preferred shares have a liquidation meée of $.418 per share.
NOTE H - COMMON STOCK TRANSACTIONS

During July and August 2000, the Company sold 29@ ghares of stock at $1 per share in a privatrioff. The shares were sold in
increments of 1,000 and for each unit 500 "ClassvAfrants with exercise price of $1.50 per shack an

500 "Class B" warrants with exercise price of $20@0 share were issued. These warrants are redkehyathe Company at $.05 per share in
the event that the closing bid price of the Com{mogmmon stock equals or exceeds $2.00 per stiatieef Class A warrants and $2.50 per
share for the Class B warrants. Additionally, 88, Warrants that had been issued in conjunction thighprivate offering were exercised for a
price of for a price of $4,359, or $.05 per sh@&ther common stock issued for cash was 10,000 sliaré10,000, for total gross proceeds of
$308,359. Cash fees and commissions of $68,407 paédan conjunction with the private offering réigwg in net proceeds from sale of
common stock of $239,952. 404,000 shares valugéd29,000 were issued to promoters and to a laveyedfuhdraising. Additionally, a
warrant was issued to a consultant at below faiketavalue, resulting in compensation expense acatr@sponding contribution to capital of
$17,250 and 105,000 shares valued at $129,559issred to employees and consultants for services.
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SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE | - STOCK OPTIONS AND WARRANTS

The Company follows the disclosure requirementSABB Statement 123, Accounting for Stock Based Gamsption Plans. This disclosure
is not present for the prior year because the Cagipatock only began trading during March 20002 Tompany's Stock Option Plan
provides for the grant of non-qualified optiongitcectors, employees and consultants of the Comarty opportunities for directors,
officers, employees and consultants of the Compamyake purchases of stock in the Company. In imadithe Company issues stock
warrants from time to time to employees, consudiasibckholders and creditors as additional fir@nocentives. The plans and warrants
issuance are administered by the Board of Direabtee Company, who have substantial discretiodetermine which persons, amounts,
time, price, exercise terms, and restrictionsnif.a

The Company uses the intrinsic value method ofutafimg compensation expense, as described anthreended by APB Opinion 25, and
allowed by FASB Statement

123. During the year ended September 30, 200025070 compensation expense was recognized fassimance of 15,000 warrants at an
exercise price of $.25 per share, because theseisx@rices were below market prices at the dageamt. During the year ended September
30, 1999, no compensation expense was recognizeédefdssuance of options and warrants, becausxertise prices were below market
prices at the date of grant. Options and warranmitchase 1,261,400 shares of common stock tiatdantrinsic value were issued during
the year ended September 30, 2000. In additiod,787and no warrants were exercised in 2000 and, ¥88pectively. As of September 30,
2000, 383,222 outstanding warrants are noncompaysdthe balance of the outstanding warrants anidiog are payments for consulting
and professional services. Summary informationnadigg options and warrants is as follows:

Weighted Weighted
average average
Options  Share Price W arrants Share Price
Outstanding at
September 30, 1999: 71,000 $ .01
Year ended
September 30, 2000:
Granted 1,835,000 $ 1.16 485,400 .78
Exercised ( 87,178) .05
Outstanding at
September 30, 2000 1,835,000 $ 1.16 469,222 $ .81
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SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE | - STOCK OPTIONS AND WARRANTS (Continued)
Options outstanding and exercisable as of SepteBhe&2000:

- - Outstanding - - Exercisable
Number Remaining Number

Exercise Price of Shares life  of Shares
$ .75 410,000 13 years 0
.83 200,000 5years 0
1.38 190,000 11 years 0
1.43 750,000 5years 0
1.00 20,000 2years 5,000

1.52 250,000 5years

1,835,000 5,000

Warrants outstanding and exercisable as of Septedih000:

- - Outstanding - - Exercisable
Number Remaining Number

Exercise Price of Shares life  of Shares
$ .01 71,000 2 years 71,000
.05 89,222 2 years 89,222
.25 15,000 5 years 15,000

1.50 147,000 2years 147,000
2.00 147,000 2years 147,000

469,222 469,222

Had compensation cost for the Company's stuased compensation plan been determined base éairtlvalue at the grant dates for awe
under those plans consistent with the Black-Schapdi®n-pricing model suggested by FASB Statem@8t the Company's net losses and
loss per share would have been increased to thispna amount indicated below:

(in thousands) 2000 1999

Net loss available for common

shareholders -As reported  $( 903,154) $(178,248)
-Pro forma (1, 582,433) (178,248)

Net loss per share -As reported  $( 0.14) $( 0.02)
-Pro forma ( 0.25) ( 0.02)

Variables used in the Black-Scholes option-prigimgdel include (1) 5.0% risk-free interest rate,g2pected option life is the actual
remaining life of the options as of each year €Bylexpected volatility is the actual historicabat price fluctuation volatility and (4) zero
expected dividends.
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SPORTAN UNITED INDUSTRIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE J - MAJOR CUSTOMERS AND VENDORS

During the year ended September 30, 2000, the Coynmarchased $211,951, or 31% of total purchases Riddell and $74,630, or 10% of
total purchases from Fotoball. One customer, OnCBakts, accounted for $83,430 of total sales. 163 or 19% of revenues were derived
from internet auction sites such as Ebay. No otkedor or customer accounted for greater than 108ta&l expenditures or revenues.
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ITEM 13. EXHIBITS AND REPORTS ON FORM 8-K

(a) The following exhibits are to be filed as pafrthe annual report:

EXHIBIT NO.
Exhibit 3.1(1)

Exhibit 3.2(1)

Exhibit 4.1(1)

Exhibit 10.1(1)
Exhibit 10.2(3)
Exhibit 10.3(4)
Exhibit 10.4(4)
Exhibit 16.1(2)
Exhibit 23.1(4)

IDENTIFICATION OF EXHIBIT
Amended and Restated Articl
Bylaws of Sportan United
Common Stock Certificate,
Sportan United Industries,

Lease Agreement

Jason G. Otteson Employm
Kay Ekis Employment Agre
Letter on change in cer
Consent of Malone & Bai

1)
)
®3)
4)

Filed previously on registration statement
Filed previously on current report Form 8-K
Filed previously on annual report for year
Filed herewith.

es of Incorporation of Sportan United Industries, |
Industries, Inc.
Sportan United Industries, Inc.

Inc. 1999 Stock Option Plan

ent Agreement
ement

tifying accountant
ley, PLLC

Form 10-SB SEC File No. 000-25513.
/A SEC File No. 000-25513.
ended September 30, 1999 Form 10-KSB.

(b) There have been no reports filed on Form 8-Kndpthe last quarter of the period covered by tafort.
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SIGNATURES

In accordance with the Section 13 or 15(d) of tkehange Act, the registrant caused this reporeteipned on its behalf by the undersigned,
thereunto duly authorized.

Sportan United Industries, Inc.

By: [/s/ Jason G Oteson

Jason G Oteson, Chairnman of the Board,
Presi dent, Chief Executive Oficer, and Treasurer

In accordance with the Exchange Act, this repostiheen signed below by the following persons oralietf the registrant and in the
capacities and on the dates indicated.

Signature Title Date

/sl Jason G Oteson Chai rman of the Board, President, February 6, 2001
------------------------ Chi ef Executive O ficer, and
Jason G Oteson Treasurer
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SPORTAN UNITED INDUSTRIES
EMPLOYMENT AGREEMENT
This agreement is effective as of July 1, 2000.

PARTIES. The parties to this agreement are Jas@iti®son of Huntsville, Texas and Sportan Unitetlbiries, Inc., a Texas corporation,
whose present address for services is 3170 Oldtblodoad, Huntsville, Texas 77340.

RECITALS:

1. Otteson wishes to contribute absolutely centaliationships with known civic personages, anccbigain title and interest in certain proje
in progress, his contacts, name and reputationSptwrtan, in exchanged for shares of Sportan amingj bonus.

2. Otteson wishes to enter into an employment aohtrith Sportan in order to make operational gaajects in progress and the future
business of the Company.

Now, therefore, in consideration of the terms amdditions herein set forth, it is hereby agre
AGREEMENTS
1. Sportan issues Otteson a warrant to purchas@@58hares of common stock at an exercise prige 1 per share, expiring July 1, 2005.

2. Sportan grants Otteson a signing bonus to likgrademand for $100,000.00. The balance to bedibak loan earning 12% interest until
paid.

Page 1



SPORTAN UNITED INDUSTRIES

EMPLOYMENT AGREEMENT
EMPLOYMENT AGREEMENT
Parties are Jason G. Otteson (Executive) and Spbiriged Industries, Inc. (Employer).
RECITALS:

Executive wishes to be employed by Employer and IBygp wishes to employ Executive. Employer desassurance of the continued
associates and services of Executive in ordertérrdis experience, skills, abilities, backgrowamdi knowledge and is therefore willing to
engage his services on the terms and conditiorfergitbelow.

Now, therefore in consideration of the terms anaditions herein set forth it is hereby agre
AGREEMENT:

1. EMPLOYEE'S DUTIES AND AUTHORITY

1.1. Executive shall be the CEO of Employer, arallgirovide services and conduct the business dfl&yer in full compliance with the lav
of whatever States the Company is doing busineiis,Bmployer's By-Laws and policies and directiges by the Board of Directors (herein
referred to as the "Board").

2. RESTRICTIONS ON OUTSIDE BUSINESS ACTIVITIES

2.1. During his employment, Executive shall devaanuch of his energies, interest, abilities amdipctive time to the performance of his
agreement and shall in his opinion be satisfadimryhe success of the Employer. The Employer wexigect that the Executive would not,
without Employer's prior written consent, rendeptbers services of any kind for compensation,ngrage in any other business activity that
would materially interfere with the performancehig duties under this agreement. Notwithstandiregféihegoing, Executive is specifically
authorized to engage in reasonable technical ctingdervices, which require his unique skills aodtracts as he sees fit.

2.2. During the employment term, Executive shat| dorectly or indirectly, whether as a partner,pdoyee, creditor, shareholder, or
otherwise; promote, participate or engage in aniyiag which would damage or otherwise be direatympetitive with Employer's business
without written notification to the Board.

Page 2



SPORTAN UNITED INDUSTRIES
EMPLOYMENT AGREEMENT

3. CONSULTING SERVICES

3.1. Following the employment term (unless termeddgbr cause), Executive agrees to provide hisces\as an advisor and consultant to
Employer so that Employer may benefit from his eigrece. During this time, Executive shall be areipendent contractor and Employer
shall only request Executive's services at suchdiamd places which are in the best interest ofi@mpand Executive, and do not reason
interfere with Executive's other business commitim@hich he may have accepted during that peridailédn advisor and consultant,
Executive shall be entitled to continue to recaillexecutive benefits provided for in this agream®uring the consulting term and for a
period of three (3) years thereafter, Executivél sittd compete, directly or indirectly, with Emplewin the business of the Company. In
exchange for this commitment to provide consulsegvices as described in this paragraph, the Execwill be guaranteed a minimum of 65
days of consulting fees per year for a period & {5) years from the date of termination, for @ & not less than his average daily cash
salary at the time of termination, but not lesta000 per day.

4. TERM OF EMPLOYMENT
4.1. Subject to earlier termination as providethis agreement, Executive shall be employed ferm tbeginning July 01, 2000 and ending
June 30, 2003.

5. PLACE OF EMPLOYMENT
5.1. Unless the parties agree otherwise in writibgcutive shall perform his services primarilyrfroffices in Huntsville, Texas.

The Executive, subject to acceptance by the Badtdapprove any relocation of the Executive's fpzatters.

6. COMPENSATION
6.1. Executive's base annual salary during the tértine agreement shall be $102,000 or as otheragseed to by the Board from time to
time, provided that:

6.1.1. Executive's base salary shall be not |lems tie base salary set forth herein above in #iagsaph, and

6.1.2 At the discretion of the Board, the basergateay be paid as follows: in cash, never less 8G% of the full salary, with the balance in
promissory notes at 100% of the remaining unpasth e@lue of his salary bearing interest at 12%ap@um until paid and in shares of
Company common stock ("Shares") representing tmairgng unpaid cash value of his salary, valuetti@current fair market value.
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SPORTAN UNITED INDUSTRIES
EMPLOYMENT AGREEMENT
6.1.3. In addition, to his base salary, Executhvalgeceive the following compensation:

1) An option to purchase 750,000 shares of Companymon stock at an exercise price equal to therfaiket value of the shares on the «
of grant, expiring in five years, vesting as follvi) 250,000 shares on July 1, 2001, (ii) 250,868res on July 1, 2002, and
(iii) 250,000 shares on July 1, 2003.

2) A bonus of payable in cash or shares the Comipahgice equal to 1% of the Company revenues3itusf the Company's net income,
payable at the end of each year.

3) A bonus payable in cash or shares at his clegioal 3% of all funding secured into Sportan.

6.1.4. Executive's base salary shall be revieweithéyBoard at intervals of not less than 12 motdldetermine what adjustments should be
made, if any, with consideration being given toshepe and level of his responsibilities, his penfance and Sportan's financial condition.
Executive's salary may be increased, but not retluginout Executive's consent. Executive understdhdt the payment of cash
compensation for his services depends on Spodaglssition of sufficient operating capital througdrious means.

6.1.5. If Executive is terminated without causégmpto the end of this agreement, then any accsadaty payable during the term of this
agreement shall become immediately due and pagaldeshall be an amount not less than two (2) yeansal salary at the then current rate
of compensation. If Employer is still unable to @ayecutive's accrued compensation in whole or i ghze to lack of funds, such unpaid
compensation shall accrue with interest at 12%apaum for the date of termination and become alahd payable upon receipt of suffici
funds, but not later than 12 months following Exeis termination.
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SPORTAN UNITED INDUSTRIES
EMPLOYMENT AGREEMENT

7. DEATH OR DISABILITY COMPENSATION

7.1. If Executive dies or becomes permanently déshbo that he is unable to substantially perfdrenduties prescribed herein, payment of
salary as specified in Section 6 for the remaimdehe employment term shall be provided. Empl@grees to pay Executive or his estate
then current salary payable of the remaining tefthis agreement, or for a period of two (2) yearkichever first occurs. If Employer is
unable to pay Executive's termination compensationto lack of funds, such compensation shall &cwaiith interest at 10% per annum and
become all due and payable by Employer upon recématfficient funds, but not later than 12 monfilifowing Executive's termination. If all
of said compensation cannot be paid at one timgl&mar may make payments as funds become available.

8. EXECUTIVE BONUS

8.1. Employer shall pay Executive the bonus sehfor Section 6.1.3 (2) three months after theeloSEmployer's fiscal year. Net income
shall be defined for purposes of this provisiomesincome after all expenses of every nature baea considered, but before taxes, as
determined by the firm of certified public accourttaretained by Employer and in accordance witmd@accounting principals.

9. EXECUTIVE BENEFITS

9.1. During the employment term, Executive shalehttled to be paid vacation of 30 working days year. Employer agrees to include
Executive under Employers group life insurance cage in an amount not less than two (2) times Bxega annual salary and to include
Executive and his family under Employer's group it&dnsurance coverage and dental coverage coningehimvember 1, 2000.

10. EXPENSES 10.1.During the employment term, Eggaighall pay for or promptly reimburse Executive feasonable business expenses
incurred in connection with Employer's businessluding travel expenses, food lodging and rentaiale while away from home.

11. INDEMNIFICATION BY EMPLOYER 11.1.Employer shalio the maximum extent permitted by law, indemmifd hold Executive
harmless against expenses, including reasonablmeyts fees and costs, judgments, fines, settlenand other amounts actually and
reasonable incurred in connection with any proaegedrising by reason of Executive's employment impByer. Employer shall pay directly
or advance to Executive any expenses incurredfandang any such proceeding. Employer shall uskdgt efforts to obtain liability
insurance for Directors and Officers during thertef this contract.
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SPORTAN UNITED INDUSTRIES
EMPLOYMENT AGREEMENT

12. TERMINATION 12.1.Either Employer or Executiveagnterminate this agreement at any time withouicedf the other commits any
material act of dishonesty, discloses confidemtitdrmation, is guilty of gross carelessness orcmigluct, or unjustifiably neglects his or its
duties under this agreement, or acts in any waytthsia direct, substantial, and adverse effeefitber's business reputation. If the Employer
is the guilty entity, the Executive will be entiléo the benefits specified as if he were termishatéhout cause, as provided in

Section 6 Salary.

13. TERMINATION THROUGH CHANGE OF CONTROL OF COMPAN13.1.If a change of control of Sportan shouldusaturing the
term of this agreement, the provisions of this geaph will become operative. For the purpose o #yreement, a Change of Control of
Sportan shall be deemed to have occurred if (a)'jp@ersons” (defined for this purpose as such terosed in Sections 13(d) and 14(d) of the
Securities Exchange Act of 1934, as amended) bestime'beneficial owner" (as defined in Rule 13dr8ler the Securities Exchange Act of
1934, as amended) directly or indirectly of setesibf Sportan representing more than 35% of tinebooed voting power of Sportan's then
outstanding securities, or (ii) during any perid@4 consecutive months, individuals who, at thgitming of such period constitute the Bo
of Sportan cease to constitute at lease a majigeof, unless the election, or the nominatioale€tion to Sportan's shareholders, of each
new director is made by directors still in officéovwere directors at the beginning of the periodigectors elected and nominated as set 1
herein.

13.2.1f, within two (2) years after a Change of @ohof Sportan, either
(1) Executive's employment is terminated by Spoftarany reason other than disability or causé2dExecutive terminates his employment
for Good Cause, Sportan shall pay Executive tHeiahg, not later than the 15th day after the d&atecutive's employment is terminated:

13.2.1. A lump sum severance payment equal tarhéstthe sum of (a) Executive's base annual satahe highest rate in effect during the
year immediately preceding the date on which Exeelstemployment is terminated, and (b) the greaftéhe amount of any incentive, bor
or other cash (nhon salary) compensation that wiaktpdxecutive during the twelve months immediaf@leceding the Change of Control,
and

13.2.2. A cash payment equal to the amount by wihielgreater of (a) the closing price of Sportanlmmon stock on the day before the date
of Executive's employment terminates, or (b) thgghbst bid and asked for price during the twelve tm@immediately preceding the date of
the Executive's employment termination, or

(c) the amount to which the highest price per shateally paid in connection with the Change of tamof Sportan exceeds the per share
exercise of each stock option held by Executivéhenday before the date Executive's employmentitertes, multiplied by the number of
shares covered by each such option, in exchangehich payment Executive will surrender all sucliams to Sportan without exercising
them. At the Executive's option, the company wilyybback all or part of his shares.

13.2.3. Executive may terminate his employment3ood Reason within two (2) years after a Changeastitrol of Sportan if:
13.2.4. Sportan reduces Executive's base annaay s in effect on the day preceding the Changgootrol of Sportan, or

13.2.5. Sportan fails to continue in effect any pemsation, benefits, perquisites, stock optionangrother plan that was in effect and which
Executive was participating in or was entitled &otjzipate in on the day preceding the Change oft@bof Sportan, or

13.2.6. Sportan fails to continue to provide Exaeutvith an office an appropriate support servigeleast equivalent to those provided on the
day preceding the Change of Control of Sportan, or

13.2.7. Sportan modifies the nature and statuxet#ive's responsibilities from those in effechiadiately prior to the Change of Control of
Sportan without an appropriate increase in satary,

13.2.8. Sportan requires Executive, without hisseor, to be based anywhere other than the mettap@iea in which Executive's office is
located immediately prior to the Change of ContrfoSportan.

14. TERMINATION BY RESIGNATION 14.1.Executive magrminate this agreement by giving Employer ninetysdprior written notice «
resignation, with an agreement to step down edflar adequate replacement can be found in shpetéod of time. This termination is
independent and exclusive of the criteria specifieder Section 13, Termination through Change aft@bof the Company.

15. NON DISCLOSURE OF CONFIDENTIAL INFORMATION 15.Ih the course of his employment, Executive mayehascess to
confidential information and trade secrets relatm@mployer's business. Except as required ictlese of his employment by Employer,
Executive will not, without Employer's prior conseeither during this employment or consulting pdrby Employer or for five

(5) years after termination of that employmentyite directly or indirectly to any third person asiych confidential information or trade
secrets. Executive also agrees to execute any isolosure agreement as may be required from tintient.
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SPORTAN UNITED INDUSTRIES

EMPLOYMENT AGREEMENT

16. ARBITRATION 16.1.Any controversy or claim arngj out of or relating to this agreement, or bresicthis agreement, shall be settled by
binding and non-appealable arbitration in accordamith the Commercial Arbitration rules of the Arwan Arbitration Association in

Houston, Texas. There shall be three arbitrators,to be chosen by each party, and the third atbitto be chosen by each of the said
arbitrators. Each party shall pay the fees ofétected arbitrator and attorneys, the expensés wofiinesses, and all other expenses connectec
with presenting its case. Other costs of the atiitn including administrative fees, the fee of thied arbitrator, and all other fees and costs,
shall be come equally by the parties. The prevagitiarty may, in the decision of the majority of thenel of arbitrators, be awarded its or his
costs, in whole or in part.

17. INTEGRATION 17.1.This agreement contains thiéreragreement between the parties and superségemaoral and written
agreements, understandings, commitments and pradiitween the parties, including all prior emplegptragreements, whether or not fully
performed by Executive before the date of this aigient. No amendments to this agreement may be exaépt by Board approval and with
the concurrence of the Executive all of which mhesin writing signed or otherwise ratified by bqirties.

18. LAW GOVERNING AGREEMENT 18.1.The formation, cgiruction and performance of this agreement skeatidnstrued in accordance
with the laws of the State of Texas.

19. NOTICE 19.1.Any notice to Employer requirecoermitted under this agreement shall be given itingrto Employer, either by personal
services or by registered or certified mail, postptepaid, addressed to the Chairman of the Bddbirectors at its principal place of
business. Any such notice to Executive shall bemgin a like manner and addressed to Executivesdtdme address.

19.2.For the purpose of determining compliance it time limit in this agreement, a notice shalldeemed to have been duly given (a) on
the date of service, if served personally on tié tpawhom the notice is to be given. If the Exégeiis also the Chairman of the Board, the
Executive will provide the required informationath Board members. The Secretary will documentBbard's decisions and responses and
sign agreements between the parties in the narie @hairman.
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SPORTAN UNITED INDUSTRIES
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20. PARTIAL INVALIDITY 20.1.If any provision of thé agreement is held invalid or unenforceable, ¢éneainder of this agreement shall
nevertheless remain in full force and effect if gmgvision is held invalid or unenforceable witlspect to particular circumstances, it shall
nevertheless remain in full force and effect inadlier circumstances.

SPORTAN UNITED INDUSTRIES JASON G. OTTESON
Signature Signature
BY: BY: JA SON G. OTTESON

TITLE: TITLE: CHIEF EXECUTIVE OFFICE "CEO"
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EMPLOYMENT AGREEMENT

BY THIS AGREEMENT, SPORTAN UNITED INDUSTRIES, IN@ommonly referred to in this agreement as Empldpegted at 3170
Old Houston Rd., Huntsville, Texas, employs Kaykis commonly referred to in this agreement as Byg® who accepts employment on
the following terms and conditions:

ARTICLE 1
TERMS OF EMPLOYMENT

1.01. By this agreement Employer employs the Engeo¥Kay L. Ekis, as Accounting/Office Manager, #mel Employee accepts employm
with the Employer for a period of three (3) yeaggibning on the thirtieth day of September 2000.

ARTICLE 2
COMPENSATION

2.01. As compensation for services rendered umieagreement, the Employee shall be paid by thpl@&rar according to the following
schedule:

Base Salary of $33,000 per year.
Such salary should be paid on the 1st and 16thdf enonth.

2.02. Upon execution of this agreement, Employeramployee shall enter into a Stock Option agreenvenich is attached hereto as Exr
"A", pursuant to which Employer grants Employeeia (the "Options") to purchase 100,000 sharemofmon stock ("Common Stock™)
per year at market value at year end.

2.03. Upon execution of this agreement, Employer Bmployee shall enter into a Sign Up Bonus agre¢émehich is attached hereto as
Exhibit "B", pursuant to which Employer grants Elyge $15,000 payable according to the followingesicie:

(a) $1,500 payable on or before November 15, 2000;
(b) $2,000 payable on or before January 15, 2001:

(c) The $11,500 balance is payable after futurelifumis received by Sporta



If Sportan is in default on the Sign Up Bonus, Bason G. Otteson personally guarantees any unaidJp Bonus balance due to Kay L.
Ekis, which is attached hereto as Exhibit "C".

ARTICLE 3
BENEFITS AND INSURANCE

3.01. Effective immediately and continuing throughall of the term hereof, Employee shall be elgifor major medical and dental
insurance coverage offered by Employer. The Em@aall reimburse the Employer for any additiomahgiums caused from the
Employee's dependents.

3.02. The Employee is authorized to incur reasanbbkiness expenses for promoting the busine$e d&mployer, which are pre-approved
by Employer, including expenditures for entertaimirend travel.

3.03. Employee shall be entitled to two weeks paichtion during each year of this agreement. Afteryears of continuous employment,
Employee shall be entitled to three weeks of vacatnd after ten years of continuous employmemtimployee shall be entitled to four
weeks of vacation.

ARTICLE 4
CONFIDENTIALITY

4.01. In the course of the performance of Emplaydaties hereunder, Employee recognizes and ackdges that Employee may have
access to certain confidential and proprietaryrimttion of Employer or any of its affiliates. Witltcthe prior written consent of Employer,
Employee shall not disclose any such confidentigdroprietary information to any person or firmygoration, association, or other entity for
any reason or purpose whatsoever, and shall nauceinformation, directly or indirectly, for Engylee's own behalf or on behalf of any
other party. Employee agrees and affirms thatuahsnformation is the sole property of Employed déimat at the termination and/or
expiration of this agreement, at Employer's writtequest, Employee shall promptly return to Emptaygy and all such information so
requested by Employer.

The provisions of this Section 4 shall not, howepeohibit Employee from disclosing to others oingsin any manner information that:

(a) has been published or has become part of thiecglomain other than by acts, omissions or faiEmployee



(b) has been furnished or made known to Employethiby parties (other than those acting directlynglirectly for or on behalf of Employe
as a matter of legal right without restriction tsuse or disclosure;

(c) was in the possession of Employee prior toinbtg such information from Employer in connectiaith the performance of this
agreement; or

(d) is required to be disclosed by law.

ARTICLE 5
TERMINATION

5.01. This agreement and the employment relatipnsigiated hereby will terminate (i) upon the deatHisability of Employee under section
5 (a) or 5 (b); (ii) with cause under Section 5 (&i) for good reason under
Section 5 (d); or (iv) upon the voluntary termioatiof employment by Employee under Section 5 (e).

(a) DISABILITY. Employer shall have the right torteinate the employment of the Employee under this@ment for disability in the event
Employee suffers an injury, illness, or incapaatguch character as to substantially disable niimfperforming his duties without
reasonable accommodation by Employer hereundex pariod of more than thirty (30) consecutive dagsn Employer giving at least thirty
(30) days written notice of termination.

(b) DEATH. This agreement will terminate on the Beaf the Employee.

(c) WITH CAUSE. Employer may terminate this agreeaireg any time because of (i) Employee's materighth of any term of the
agreement, (ii) the determination by the Board w&&tors in the exercise of its reasonable judgniatt Employee has committed an act or
acts constituting a felony or other crime involvimgral turpitude, dishonesty or theft or fraud(idy Employee's gross negligence in the
performance of his duties hereunder.

(d) GOOD REASON. The Employee may terminate hislegmpent for "Good Reason" if:

() he is assigned, without his express writtenseam, any duties materially inconsistent with lasifions, duties, responsibilities, or status
with Employer as of the date hereof, or a chandasmeporting responsibilities or titles as ineeffas of the date hereof;

(i) his compensation is reduced,;



(iii)Employer does not pay any material amountaipensation due hereunder and then fails eitheaycsuch amount within the ten (10)
day notice period required for termination hereurate¢o contest in good faith such notice. Furtlifesuch contest is not resolved within thi
(30) days, Employer shall submit such dispute bitia@tion under Section 13.

(e) VOLUNTARY TERMINATION. The Employee may termiteahis employment voluntarily.
() WITHOUT CAUSE. Employer may terminate this Agraent without cause.

ARTICLE 6
OBLIGATIONS OF EMPLOYER UPON TERMINATION

6.01. (a) In the event of the termination of Emgles employment pursuant to Section 5 (c¢) (wittsepor (e) (voluntary termination),
Employee will be entitled only to the compensagamned by him hereunder as of the date of suchirtation (plus life insurance or disabili
benefits), plus the rights to those Options thaehzested as of the termination date.

(b) In the event of the termination of Employeetgoyment pursuant to Section 5 (a) (disability)loy (death), Employee, or Employee's
heirs will be entitled only to the compensationneal by him hereunder as of the date of such tetinmgplus life insurance or disability
benefits), plus the rights to all Options, vestedat vested, under the same terms as if this Ages¢ was not terminated.

(c) In the event of the termination of Employeetgpéyment pursuant to Section 5 (d) (good reasoff) gwithout cause), Employee will be
entitled to receive as severance pay, one montbenabd two week severance of Employee's Baseysatlauch time as this Agreement is
terminated, and Employee shall have the rightdl tOptions, vested or not vested, under the sammastas if this Agreement had not
terminated.

ARTICLE 7
CHANGE IN CONTROL

Effect of Employer's Merger, Transfer of Assets, oDissolution:
7.01. This agreement shall not be terminated by any

(a) Merger or consolidation when the Employer isthe consolidated or surviving corporatit



(b) Transfer of all or substantially all of the etssof the Employer.
(c) Voluntary or involuntary dissolution of the Efaper.

In the event of any such merger, consolidatioriranisfer of assets, the surviving or resulting ooafion or the transferee of the Employer's
assets shall be bound by and shall have the berfi¢fie provisions of this agreement and this apese shall automatically renew for a pel
of three years under the same terms and condifidressEmployer shall take all actions necessarpgare that such corporation or transferee
is bound by the provisions of this agreement.

ARTICLE 8
WAIVER OF BREACH

8.01. The waiver by any party hereto of a breachngfprovision of this agreement will not operatde construed as a waiver of any
subsequent breach by any party.

ARTICLE 9
INDEMNIFICATION

9.01. Employer shall to the full extent permittgdiéw or as set forth in the Amended and Restateidl@s of Incorporation and the Bylaws
of the Company, indemnify, defend and hold harmiasployee from and against any and all claims, detsgliabilities, damages, losses
expenses (including reasonable attorney's feest costs and disbursements) arising out of theoperdince of his duties hereunder except in
the case of a willful misconduct.

ARTICLE 10
NOTICES

10.01. Any natices, consents, demands, requegisp\agds and other communications to be given utlderagreement by either party to the
other will be deemed to have been duly given ikgiin writing and personally delivered or withinowdays if sent by mail, registered or
certified, postage prepaid with return receipt exjed, as follows:

If to Employer: Sportan United Industries, Inc.
3170 OIld Houston Rd.
Huntsville, Texas 77340
Attention: Jason G. Ottes on



If to Employee: Kay L. Ekis
1602 13th Street
Huntsville, Texas 77340

Notices delivered personally will be deemed comroat@d as of actual recei

ARTICLE 11
ENTIRE AGREEMENT

11.01. This agreement and the agreements contexdpiateby constitute the entire agreement of thitiepaegarding the subject matter
hereof, and supersede all prior agreements andstadding, both written and oral, among the partbesny of them, with respect to the
subject matter hereof.

ARTICLE 12
SEVERABILITY

12.01. If any provision of this agreement is helde¢ illegal, invalid or unenforceable under préserfuture laws effective during this
agreement, such provision will be fully severabid ¢his agreement will be construed and enforcetisagh illegal, invalid or unenforceable
provision never comprised a part hereof; and th@armeing provisions hereof will remain in full foremd effect and will not be affected by !
illegal, invalid or unenforceable provision or lig severance herefrom. Furthermore, in lieu of silegal, invalid or unenforceable provision
there will be added automatically as part of tlyse@ment a provision as similar in its terms tchsillegal, invalid or unenforceable provision
as may be possible and be legal, valid and enfbleea

ARTICLE 13
ARBITRATION

13.01. If a dispute should arise regarding thigagrent, the parties agree that all claims, disputegroversies, differences or other matte
question arising out of this relationship shallse¢led finally, completely and conclusively by itrdition in Huntsville, Texas in accordance
with the Commercial Arbitration Rules of the AmernicArbitration Association (the "Rules"). The gaviag law of this agreement shall be
the substantive law of the State of Texas, withyivihg effect to conflict of laws. A decision ofdtarbitrator shall be final, conclusive and
binding on Employer and Employee. Any arbitratiahchin accordance with this paragraph shall begpeiand confidential and no person
shall be entitled to attend the hearings excepathirator, Employee, Employee's attorneys, agsgmtative of Employer, Employer's
attorneys, and advisors to or witnesses for antypéhe matters submitted to arbitration, the heggiand proceedings and the arbitration
award



shall be kept and maintained in the strictest danfce by Employee and Employer and shall not beudéed, disclosed or communicated to
any persons except as may be required for the ragpa of expert testimony. On request of any pattg record of the proceeding shall be
sealed and may not be disclosed except insofarpalydnsofar, as may be necessary to enforcewtaedhof the arbitrator and any judgement
enforcing an award. The prevailing party shall bttied to recover reasonable and necessary atts'rfees and costs from the non-prevailing
party and the determination of such fees and @sithe award thereof shall be included in therdaio be resolved by the arbitrator
hereunder.

ARTICLE 14
CAPTIONS

14.01. The captions in this agreement are for coievee of reference only and will not limit or othese affect any of the terms or provisic
hereof.

ARTICLE 15
GENDER AND NUMBER

15.01. When the context requires, the gender af@itls used herein will include the masculine, f@mé and neuter and the number of all
words will include the singular and plural.

ARTICLE 16
COUNTERPARTS

16.01. This agreement may be executed in one og gaunterparts, each of which will be deemed agiral and all of which will constitute
one and the same instrument, but only one of whesdd be produced.

ARTICLE 17
EMPLOYER AUTHORIZATION

17.01. Employer represents that the Board of Damsdbas approved this agreem:



IN WITNESS WHEREOF, the parties hereto have dulgoeted this agreement as of the day and yeaafiste written.

EMPLOYER:
SPORTAN UNITED INDUSTRIES, INC.

By:

Jason G. Otteson, President
EMPLOYEE:

By:

Kay L. Ekis



CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference irrélggstration statement on Form S-8 (File no. 38352) of our report dated January 9,

2001 on our audit of the financial statements ar&m United Industries, Inc. as of September B00Zncluded in the company's Annual
Report on Form 10-KSB.

Malone & Bailey, PLLC
Houston, Texas

February 7, 2001

End of Filing

Mml‘:l%i}\[} -

© 2005 | EDGAR Online, Inc.



