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Item 5. Other Events

As previously disclosed, Health & Nutrition Systems International, Inc.
("HNSI") had filed a Complaint for Declaratory Relief in the Fifteenth Judicial
Circuit of Florida in Palm Beach County seeking a judicial determination
regarding the status of a large block of HNSI common stock. On December 3, 2001,
the parties reached a settlement which provides that HNSI will pay to the
defendants $75,000 in cash, $65,000 of which is personally guaranteed in equal
proportions by Christopher Tisi, President of HNSI, Steven Pomerantz, CEO of
HNSI, and Anthony Musso. In addition, Mr. Tisi and Mr. Pomerantz have agreed to
salary reductions in the amount of $18,750 each, and Mr. Musso has agreed to
provide services to HNSI in the amount of $18,750. HNSI will pay the $75,000 to
the defendants, $10,000 to be paid on or before December 24, 2001, $1,000 to be
paid on each of January 1, February 1 and March 1, 2002, and $4,000 to be paid
each month thereafter until paid in full. If the entire amount, other than the
$10, 000 payment, is paid on or before June 30, 2002, a 10% discount will be
applied.

The settlement agreement also provides that 275,000 shares of HNSI
common stock will be delivered to EAI Partners, Inc., one of the affiliated
defendants. Of that amount, Tony Musso will transfer 115,000 shares beneficially



owned by him to EAI Partners, Inc. and Steven Pomerantz will transfer 115,000
shares beneficially owned by him to EAI Partners, Inc. Of the remaining 45,000
shares, 25,000 shares were previously issued by HNSI to EAI Partners, Inc., and
HNSI will issue the remaining 20,000 shares to EAI Partners, Inc.

In Note 5 of the Notes to Condensed Financial Statements in HNSI's Form
10-Q dated November 14, 2001, we disclosed that 325,000 shares were at issue in
the litigation. As a result of the settlement, only 20,000 of those shares will
be issued by HNSI to the defendants.
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