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Item 5. Other Events and Required Regulation FD Disclosure.

We, along with 13 other defendants, including Crescent Jewelers and
Whitehall Jewellers, have recently been sued by Capital Factors, Inc., a
receivables factoring company that factored the accounts receivable of one of
our former vendors, Cosmopolitan Gem Corporation. Capital Factors alleges that
the defendants intentionally or negligently participated with Cosmopolitan in
the misrepresentation of the balance of Cosmopolitan's accounts receivable, the
effect of which was to induce Capital Factors to continue to advance funds to
Cosmopolitan. Capital Factors also alleges that Cosmopolitan's customers
improperly made payments on accounts with Cosmopolitan directly to Cosmopolitan.
In general, Capital Factors alleges damages against all defendants of not less
than $30 million and seeks punitive damages. Friedman's, Crescent, and at least
one other party to the Capital Factors lawsuit have recently been contacted by
the Securities and Exchange Commission, which has opened an informal inquiry
into the allegations contained in the lawsuit. We intend to fully cooperate
with the SEC and provide the SEC with any information that it may request from
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us in that regard.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the
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