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PRELIMINARY PROSPECTUS
SUBJECT TO COMPLETION DATED JUNE 12, 1996
1,790,580 Shares
THE FEMALE HEALTH COMPANY
COMMON STOCK

Of the 1,790,580 shares of Common Stock of The Female Health Company (the
"Company") offered hereby, 1,500,000 shares are being offered for sale by the
Company to the public on a "best efforts" basis with no required minimum and up
to 110,000 shares are or may be issued by the Company to the Company's secondary
placement agent as compensation for consulting and other services. See "Plan of
Distribution." The remaining 180,580 shares are being sold by the Selling
Shareholders, including 150,000 shares which may be received by a Selling
Shareholder upon exercise of a warrant. The warrant is currently exercisable as
to 50,000 shares and becomes exercisable for the remaining shares if the market
price of the Company's Common Stock achieves certain preestablished levels. The
exercise price per share of stock under this warrant is $3.50. The Company will
not receive any of the proceeds from the sale of the shares of Common Stock by
the Selling Shareholders. See "Principal and Selling Shareholders."

The Common Stock is currently listed on the American Stock Exchange under the
symbol "FHC." As of June 11, 1996, the last reported sale price of the Common
Stock on the American Stock Exchange was $5.50 per share.

THERE ARE CERTAIN RISK FACTORS WHICH SHOULD BE CONSIDERED BEFORE PURCHASING
SHARES IN THIS OFFERING. SEE "RISK FACTORS" ON PAGE 8.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES
AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
NOR HAS THE COMMISSION OR ANY STATE SECURITIES COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

<TABLE>



<CAPTION>

Underwriting Discounts and Proceeds to Proceeds to Selling
Price to Public(1) Commissions (2) Company (3) (4) Shareholders
<S> <C> <C> <C> <C>
Per Share............... $ 4.40 $ 08 $ 4.32 S 4.40
Total(5) . vveviiennnnn. $7,394,552 $120,000 $6,480,000 $794,552

</TABLE>

(1) Of the 1,790,580 shares being registered for sale hereby, 1,500,000 shares
are being offered for sale by the Company to the public (the "Shares"), up
to 110,000 will be sold by the Company to its secondary placement agent in
this offering and 180,580 shares will be sold by Selling Shareholders. The
shares to be sold by the Company to the public will be offered at the Price
to Public specified above on a "best efforts" basis for a period
terminating 30 days after the date of this Prospectus. The up to 110,000
shares to be sold by the Company to the Company's secondary placement agent
will be sold in consideration of certain consulting and other services.
Accordingly, the Company will not receive any cash proceeds from this sale.
It is anticipated that the 180,580 shares being sold by the Selling
Shareholders will be sold from time to time by the Selling Shareholders
primarily in transactions (which may include block transactions) on the
American Stock Exchange at the market price then prevailing, although sales
may also be made by the Selling Shareholders in negotiated transactions or
otherwise. The shares being sold by the Selling Shareholders may be offered
on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933. The Price to Public represents the public offering price for
the Shares being sold by the Company. The shares may be sold by the Selling
Shareholders at prices more or less than this price. See "Plan of
Distribution" for a more complete discussion of the method of distribution
of the shares by the Company and the Selling Shareholders.

(2) The Company has employed two placement agents to assist the Company in its
sales efforts in this offering. The Company will pay the primary placement
agent commissions of $.08 per share on sales of 1,500,000 Shares of the
Common Stock to be sold by the Company to the public. In addition, the
Company will issue to this placement agent, at a nominal cost, a warrant to
purchase such number of shares of the Company's Common Stock as is
determined by the following formula: (40 x the gross proceeds to the
Company in this offering) / 1,000. The warrant will be exercisable at a
price per share equal to $4.53, which is approximately 81% of the average
of the closing prices of the Company's Common Stock for the five trading
days immediately preceding the date on which the public offering price of
the Company's Common Stock in this offering was determined. The Company has
agreed to issue to the secondary placement agent 60,000 shares of the
Company's Common Stock and an additional 10,000 shares for each $1 million
of proceeds received by the Company in this offering as a result of the
sales efforts of this secondary placement agent, up to a maximum of 50,000
additional shares. Underwriting discounts and commissions in the table
above does not include the market value of $605,000 (based on the $5.50
last sale price per share of the Company's Common Stock on June 11, 1996
for the 110,000 shares which may be issued to the Company's secondary
placement agent in this offering. See "Plan of Distribution."
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Underwriting discounts and commissions in the table above

also does not include $256,080, representing the difference between the
aggregate market value (based on the June 11, 1996 last sale price per
share) and the exercise price per share of $4.53 for the 264,000 shares
underlying the warrant which will be issued to the Company's primary
placement agent in this offering based on the public offering price per
share and assumed proceeds to the Company in this offering if all of the
Shares are sold. The Company has also agreed to reimburse the primary
placement agent for its actual out-of-pocket expenses incurred in this
offering. It is estimated that such expenses will not exceed $5,000. All
discounts and commissions on sales of Common Stock by the Selling
Shareholders, if any, will be paid directly by the Selling Shareholders.

(3) Before deducting expenses payable by the Company estimated to be
approximately $245,000, including certain expenses of the Selling
Shareholders. The expenses of this offering, other than brokerage
commissions and certain expenses being paid by one of the Selling
Shareholders, are being paid by the Company. See "Principal and Selling
Shareholders."

(4) Proceeds to Company does not include the exercise price which would be
received by the Company upon a Selling Shareholder's exercise of its
warrant to purchase 150,000 shares of the Company's Common Stock at an
exercise price of $3.50 per share, the underlying stock of which is being
registered for resale by the Selling Shareholder. The warrant is currently
exercisable as to 50,000 shares and will become exercisable for the
remaining shares if the market price of the Company's Common Stock achieves
certain preestablished values. If the warrant is exercised in full, the



Company would receive additional proceeds of $525,000 and if the warrant is
exercised as to the currently vested portion, the Company would receive
additional proceeds of $175,000. See "Principal and Selling Shareholders."

(5) Assumes all of the shares being offered by the Company are sold. The
shares are being offered on a "best efforts" basis and, accordingly, the
Company may sell less than all of the shares offered hereby.

The Shares to be sold by the Company to the public hereunder are being
offered on a "best efforts" basis by the Company with the assistance of the two
placement agents, subject to prior sale, withdrawal or cancellation of the
offering without notice. Any modification to the offering will be made by means
of an amendment to this Prospectus. Certain directors and officers of the
Company may participate in the sale of the Shares by the Company. Such officers
and directors will rely on the exemption from broker-dealer registration
contained in Rule 3a4-1 of the Securities Exchange Act of 1934, as amended and
sales of the Shares by the Company will be conducted within the requirements of
Rule 3a4-1, so as to permit such officers and directors (all of whom may be
deemed to be associates within the meaning of Rule 3a4-1) to participate in the
sale of the Shares. No directors or officers of the Company will be compensated
in connection with his or her participation in the offering by the payment of
commissions or other renumeration based either directly or indirectly on the
sales of the Shares. There is no minimum offering amount. Accordingly, the
Company may sell less than all of the Shares. The Company will receive and
retain the proceeds from its sales of the Shares from time to time during this
offering and no arrangements have been made to place any such proceeds in
escrow. There can be no assurance that the proceeds raised by the Company in
this offering, whether all or less than all of the Shares are sold, will provide
the Company with sufficient capital to achieve its plans. See "Risk Factors."
The shares being sold by the Selling Shareholders will be sold primarily in
transactions on the American Stock Exchange. However, the Selling Shareholders
may sell shares to market makers acting as principals, or through broker dealers
acting as principals for themselves or agents for their customers or in
privately negotiated transactions. See "Plan of Distribution" for a more
complete discussion of the method of distribution of the shares by the Company
and the Selling Shareholders.
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AVAILABLE INFORMATION

This Prospectus, which constitutes a part of a Registration Statement on
Form S-1 (the "Registration Statement") filed by the Company with the Securities
and Exchange Commission (the "Commission") under the Securities Act of 1933, as
amended (the "Securities Act"), omits certain of the information set forth in
the Registration Statement. Reference is hereby made to the Registration
Statement and to the exhibits thereto for further information with respect to
the Company and the securities offered hereby. Copies of the Registration
Statement and the exhibits thereto are on file at the offices of the Commission
and may be obtained upon payment of the prescribed fee or may be examined
without charge at the public reference facilities of the Commission described
below.

Statements contained herein and concerning the provisions of documents are
necessarily summaries of such documents, and each statement is qualified in its
entirety by references to the copy of the applicable document filed with the
Commission.

The Company is subject to the informational requirements of the Securities
Exchange Act of 1934, as amended (the "Exchange Act") and in accordance
therewith files reports, proxy statements and other information with the
Commission. Such reports, proxy statements and other information can be
inspected and copied at the Public Reference Section of the Commission at 450
Fifth Street, N.W., Room 1024, Washington, D.C. 20549, and at the following
regional offices of the Commission: Midwest Regional Office, Citicorp Center,
500 West Madison Street, Suite 1400, Chicago, IL 60661, and Northeast Regional
Office, 7 World Trade Center, Suite 1300, New York, NY 10048. Copies of such
material can also be obtained at prescribed rates by writing to the Public
Reference Section of the Commission at 450 Fifth Street, N.W., Washington, D.C.
20549. 1In addition, the Commission maintains a Web site that contains reports,
proxy and information statements and other information regarding registrants,
such as the Company, that file electronically with the Commission. The address
of this Web site is (http: //www.sec.gov). The Company's Common Stock is traded
on the American Stock Exchange and copies of the foregoing material may also be
inspected and copied at such exchange.

THE COMPANY

The Company today is a global start-up company. Its business consists of
the manufacture and sale of the female condom, known in the United States as
Reality(R) and under various other trade names in foreign countries. The
Company was incorporated in its original form in Wisconsin in 1971.



Over the past several years, the Company has expended significant time and
resources in the development of the female condom and securing FDA approval to
market the female condom in the United States. During this time, the Company
also operated its original business of developing, manufacturing and marketing
specialty chemical and branded consumer products for the leisure time, household
and institutional health care markets and for third parties. Prior to entering
the commercialization phase of the female condom, the Company's Board of
Directors determined that the continued growth and development of the female
condom and the Company's other products would require separate management and
accountability. Accordingly, in April of 1994, the Board of Directors formed
WPC Holdings, Inc. ("Holdings") as a wholly owned subsidiary of the Company and
transferred to Holdings all of the assets and liabilities of the Company other
than those related primarily to the female condom. Prior to this restructuring,
the Board of Directors determined that the Company was not able to
simultaneously devote the time and resources necessary to adequately and
effectively develop its two entirely different businesses.

After considering various alternatives, on March 10, 1995, the Board of
Directors selected the female condom as the central focus for the Company's
strategic direction. This resulted in a strategy to sell Holdings and change
the Company's name to The Female Health Company. After negotiations with the
two potential purchasers, the Company executed a purchase agreement in June 1995
agreeing to sell Holdings to WPC Acquisition Corporation, subject to approval of
the Company's shareholders (the

"Sale"). At a special meeting of the Company's shareholders held on January 18,
1996, the shareholders approved the Sale and on January 29, 1996, the Company
effectuated the Sale.

While the Company was in the process of preparing a proxy statement to
request that the Company's shareholders approve the Sale, the Company became
aware that the sole stockholder of Chartex Resources Limited (which, together
with its wholly owned subsidiary, Chartex International, Plc, is referred to
herein collectively as "Chartex"), the manufacturer and owner of certain
worldwide rights to, and the Company's sole supplier of, the female condom, was
considering various alternatives for Chartex's future, including a sale of its
stock or assets to a third party or a liquidation. Because of this and the
perceived benefits of an acquisition of Chartex, the Company negotiated with the
sole stockholder to acquire Chartex, and on November 20, 1995 the Company
executed an acquisition agreement to purchase the outstanding stock of Chartex
(the "Chartex Acquisition"). The Company effectuated the Chartex Acquisition on
February 1, 1996.

As a result of the Sale and the Chartex Acquisition, the Company's sole
business now consists of the manufacture, marketing and sale of the female
condom. The Company owns certain global intellectual property rights for the
female condom, including patents in the United States, the European Union, Japan
and various other countries, regulatory approvals in certain countries,
including a PMA in the U.S., and certain proprietary manufacturing technology.
In addition, the Company owns a state of the art, FDA approved, manufacturing
facility in London, England capable of producing 60 million female condoms per
year. The Company also has an approximately (Pounds)39 million (approximately
$60 million) tax loss carryforward in the U.K.

The Company believes the female condom has global potential to prevent
unintended pregnancy and sexually transmitted diseases, including AIDS ("STDs").
The World Health Organization ("WHO") estimates that worldwide there are 333
million new cases of STDs each year and the American Journal of Obstetrics and
Gynecology (1993) noted that half of all pregnancies in women between the ages
of 15 and 44 in the U.S. alone are unintended. Prevention of STDs and
unintended pregnancies can significantly lower health care costs through the
avoidance of expensive treatment for STDs and the expenses associated with
unintended pregnancies.

The Company intends to initially focus the majority of its marketing
efforts on three key markets: the United States, Japan and the global public
sector market. The Company will also seek to continue to establish marketing
partners in other markets throughout the world. 1In the United States, the
Company will continue the educational-based thrust of its marketing, focusing on
advertisement and promotion directed toward young adults and city, county and
state public sector programs. In Japan, the Company has entered into a
relationship with a $1 billion division of a $5 billion Japanese health care
company. This division will market the female condom in Japan once it receives
Japanese regulatory approval, which is currently anticipated to occur in late
1996 or early 1997. As the third part of its main marketing focus, the Company
intends to continue to develop its global public sector sales through sales to
WHO, the United States Agency for International Development ("USAID") and their
affiliates.

The Company believes that in addition to these high priority markets,
opportunities exist in several other markets worldwide. As appropriate and the
Company's resources permit, additional markets may be introduced. Specifically,
the female condom has not yet been introduced in Brazil, Canada, China, France,
Germany, Italy, India, Mexico and Russia. To date, Chartex has entered into
exclusive distributor arrangements with several companies in various countries,
including Argentina, Austria, Belgium, Greece, Hong Kong, Korea, the
Netherlands, Portugal, Singapore, Spain, Switzerland and Thailand. These
exclusive distributor agreements generally require the distributor to purchase a
specified minimum quantity of units per year during the term of the agreement
and require the distributor to spend a specified minimum amount on promotional



expenses.

To date, the product has not been launched in any major markets other than
the United States and the United Kingdom. However, the product has been
launched in 14 other smaller countries representing less than 2% of the
potential market, and the sales volume in these countries has been less than
anticipated. Management believes the lower than expected sales in these
countries resulted from Chartex's initial failure to utilize an education-based
marketing strategy.

Management believes that a steady education based approach to marketing the
female condom will successfully develop the market. Experience to date suggests
this is occurring. 21 studies conducted by various independent investigators in
17 countries with 3,500 participants reflected the following response ranges:

50% to 90% like the female condom
30% to 97% would recommend its use
25% to 86% preferred it to the male condom

In addition, according to various studies, about 40% to 60% of women who
try the female condom indicate that they would continue to use it. Significant
scientific support has developed for the female condom. There are more than 20
studies underway in the U.S., including comparison to the male condom,
effectiveness, propensity to use and acceptability. The U.S. government is
providing more than $8 million to fund this research. There is also significant
and growing public sector interest. USAID is conducting a 22-country needs
assessment study. WHO has conducted several studies and has expressed serious
interest in the female condom. In addition, the cities of Philadelphia and
Chicago have initiated successful public sector outreach/distribution programs.

Management believes that given the market need and the results of these
studies, as the health care community and women become familiar with the female
condom, use of the female condom throughout the world will increase.

The Company's corporate offices are located at 919 North Michigan Avenue,
Suite 2208, Chicago, Illinois, 60611, and its telephone number is (312) 280-
2281. The Company's operating unit is located at 875 North Michigan Avenue,
Suite 3660, Chicago, Illinois 60611, and its telephone number is (312) 280-1119.

THE OFFERING

Shares Offered . . . . . . . . 1,790,580 shares of the $.01 par value Common
Stock of the Company (the "Common Stock"), up to
1,610,000 of which will be sold by the Company
(the "Shares") and up to 180,580 of which will
be sold by the Selling Shareholders (see
"Principal and Selling Shareholders" and "Plan
of Distribution").

Shares to be Outstanding
After the Offering . . . . . 8,068,312 shares of Common Stock (assuming all

of the Shares are sold, the Company's secondary
placement agent receives 110,000 shares in this
offering and that a Selling Shareholder
exercises its warrant to purchase the 50,000
shares of Common Stock which are currently
vested under a warrant).

American Stock Exchange
Symbol . . . . . . . . L. FHC

SUMMARY FINANCIAL INFORMATION

<TABLE>
<CAPTION>
Year Ended September 30, Six Months Ended
March 31,
1993 1994 1995 1995 1996

<S> <C> <C> <C> <C> <C>

STATEMENT OF OPERATIONS DATA:
Net revVeNUES. . .uui e in i ennennenns S 25,379 $ 1,671,885 $ 2,179,155 S 982,902 S 730,508
Cost of products sold........ciivuiunnn. 25,379 1,138,905 2,558,420 690,972 1,197,455 (1
Selling eXPensSe. ..t inn e ennnn - 1,774,754 4,276,610 3,092,224 797,334
Research and new product

development €XPENSeS......c.oeeeueennnenn 1,103,790 489,656 135,121 67,415 154,612
Reality exclusivity fees(2)............. 2,766,462 2,993,299 2,578,941 1,727,390 -—
Loss from continuing

operations..... .. i e (3,971,861) (5,501,767) (8,446,958) (5,214,740) (2,439,492)
Net 10SS .t int ittt eneeneenns (3,736,000) (3,000,134) (8,382,359) (5,834,487) (2,443,953)

Loss from continuing



operations per common and
dilutive common equivalent

share. ... .. e (1.02) (1.13) (1.40)

September 30,

1993 1994 1995

BALANCE SHEET DATA:
CONTINUING OPERATIONS:
Working capital (Deficit)............... (1,717,088) 3,216,970 (2,034,064)
Total @ssetsS.. vt in it ennnn 3,615,142 9,245,775 6,575,025
Long-term debt and capital lease

obligations......ooiiiiiiiiiiiininnnn. - 85,387 145,720
Stockholders' equity.....cvvviviiiiinn. 763,073 5,638,456 387,612
DISCONTINUED OPERATIONS:
Working capital.....oouiiiiiininininnnn 1,698,344 4,827,966 5,211,277
Total @ssetsS.. vt inn it ennnn 6,460,448 9,401,541 9,540,376
Long-term debt, capital lease

obligations and minority interest...... 1,927,782 1,763,122 1,608,475
Stockholders' equity.....cveviviiiiinn. 3,574,448 7,038,172 7,163,596
</TABLE>

(1) Includes a $300,000 charge for inventory obsolescence reserve in the

quarter ended March 31, 1996 which was taken by the Company to reflect the
aging of its current inventory and the Company's lower than anticipated
sales volume.

(2) Prior to June 30, 1995, the Company recorded charges relating to minimum
royalties necessary to maintain exclusive rights to market and distribute
Reality in the U.S., Canada and Mexico. Due to pending discussions with
Chartex as to a potential acquisition or other arrangement between the
companies, the Company ceased recording further exclusivity charges after
June 30, 1995. 1In conjunction with the Company's acquisition of Chartex
effective February 1, 1996, the balances of the Company's exclusivity
liability and prepaid royalty asset were eliminated in the purchase
accounting. Refer to Notes 1 and 7 of the Company's September 30, 1995
Consolidated Financial Statements for further information on these
items.

(3) Balance sheet information as of March 31, 1995 was not deemed necessary.
7
RISK FACTORS

Prospective investors should carefully consider the risk factors set forth
below as well as the other information contained in this Prospectus.

1. Additional Capital Required; Potential Dilution. The Female Health
Company and its wholly owned subsidiary Chartex Resources Limited ("Chartex
Limited") and Chartex Limited's wholly owned subsidiary Chartex International
Plc ("Chartex International” and together with Chartex Limited, collectively,
"Chartex") have fixed cash expenses of approximately $400,000 per month before
capital expenditures and debt repayment. At May 31, 1996, the Company had
approximately $0.6 million of cash available for working capital purposes. If
the Company meets its operating plans, it will need to source at least
approximately $1 million by June 30, 1996, an additional $1 million within one
month thereafter and a cumulative amount of approximately $8.0 million by March
31, 1997.

The Company intends to seek to source the foregoing amounts from one
or more of the following sources: refinance of the Chartex manufacturing
facility (including refinancing the approximately $1.7 million mortgage and
extracting up to $1 million of cash from equity (appraised value in excess of
current loan value)); up to $0.6 million from a working capital credit facility
which would be based on eligible accounts receivable; and up to approximately
$6.2 million from sales of Common Stock in this offering. However, there can be
no assurance that the Company will be able to source all or any portion of this
required capital through these or other sources or that such amount, if raised,
will be sufficient to operate the Company until sales of the female condom
generate sufficient revenues to fund operations. In addition, any such funds
raised may be costly to the Company and/or dilutive to existing shareholders. At
present, the Company has no immediate plans to sell any additional shares of its
Common Stock other than the sale of the shares contemplated by this Prospectus.

The Company is offering its shares hereunder on a "best efforts" basis
with no minimum number of shares required to be sold. Accordingly, the Company
may sell all or less than all of the Shares offered hereby. If the Company is
not able to source the required funds or any future capital which becomes
required, the Company may be forced to sell certain of its assets or rights or
cease operations. The Company has had preliminary contacts with two possible
sources for a refinancing of the Chartex facility. Based on these discussions,
management believes that the Company will be able to complete a refinancing
before the end of 1996. The Company does not currently have in place any
accounts receivable financing or other line of credit financing but it will
actively pursue such financing once this offering is completed.

2. Potential for Differing Sales Prices Per Share Sold in This Offering.

(0.92) (0.38)
March 31,

1995 1996
N/A(3) (656,912)
N/A(3) 11,518,051
N/A(3) 2,799,657
N/A(3) 5,087,222
N/A(3) -
N/A(3) -
N/A(3) -
N/A(3) -



The Company is offering the Shares to the public at a price per share which is
less than the current market price of the Company's Common Stock. However, the
Selling Shareholders may sell shares in transactions (which may include block
transactions) on the American Stock Exchange at the market price then
prevailing. As a result, purchasers of the Common Stock from the Selling
Shareholders in this offering may pay more per share
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than purchasers who purchase the Shares from the Company. See "Plan of
Distribution."

3. Reliance on Product Line; Lower Than Anticipated Reality Sales;
Operating Losses. The Company expects to derive its future revenues from sales
of the female condom, its sole current product. The female condom is a
revolutionary new product. The product itself is in the early stages of its
commercialization. The female condom has been on retailers' shelves in the
United States for approximately 19 months as of March 31, 1996 and has been
launched by Chartex in the U.K. and 14 other small countries between 1992 and
1995. Since such time, sales of the female condom have been significantly lower
than management's expectations. The Company had net sales from continuing
operations of $730,508 for the six months ended March 31, 1996 compared to sales
of $982,902 for the six months ended March 31, 1995. Net sales to the "private
sector" (trade sales) were $296,271 for the six month period ended March 31,
1996 compared with $643,318 for the prior year period. Net sales to the "public
sector" for the six month period ended March 31, 1996 were $434,237 compared
with $339,584 for the prior year period. In addition, during the period from
January 1, 1996 through the date of the Chartex Acquisition on February 1, 1996,
Chartex had net sales of (Pounds)15,000 (approximately $23,000). Accordingly,
the ultimate level of consumer acceptance of the female condom, which includes
the consumer's decision to purchase the female condom versus other available
products, is not yet known.

Management believes that sales of the female condom have been less
than anticipated due to its revolutionary nature as the first female condom, the
seriousness of the consumer decision to use it and the understanding required to
use a new class of product. In considering using the female condom, women often
ask three questions: "Will it work?"; "How do I use it correctly?"; and "How
will my partner react?" Addressing these questions requires education over time
and the support of the medical provider community. Management believes that with
additional marketing and consumer education, sales will increase. However, there
can be no assurance to this effect.

The Company's current level of expenditures has been established to
support a higher level of revenues associated with the female condom. The
Company will continue to report operating losses until such revenues
significantly increase or the Company significantly reduces its cost structure.

If sales do not significantly increase, the Company will continue to
report operating losses and, ultimately, the Company's viability may be in
jeopardy. For the period beginning with the commercial launch of Reality in the
United States in the fourth quarter of fiscal 1994 and ending on March 31, 1996,
the Company sold approximately 3.4 million Reality devices. The Company's
average selling price during this period was $1.33 per device, including 250,000
devices sold to Family Health International for a clinical acceptability study
(supported by the United States Agency for International Development) at a
discounted price. For the Company's six month period ended March 31, 1996, the
average selling price of the female condom was $1.22 per device. From 1992
through March 31, 1996, Chartex sold approximately 5.4 million devices
(exclusive of sales to the Company) at an average selling price of less than
$1.00 per device. The Company estimates that approximately 18.8 million female
condoms must be sold worldwide at an average selling price of $1.00 per device
to break even on a cash basis. The $1.00 per device average selling price is
based on the Company's estimate of projected mix in sales of devices based on
current prices.

4. Market Acceptance of the Female Condom and Potential Write-Off of
Assets. There can be no assurance that the female condom will be accepted by a
sufficient number of consumers to be profitable to the Company. The Company will
be required to write-off or write-down any assets related to the female condom,
with a resulting charge to earnings, if the Company is not able to successfully
market and generate substantial revenue from sales of the female condom.

5. Integration of Chartex Operations. The Company's future short-term and
long-term success will be dependent upon its ability to effectively integrate
and manage Chartex's operations. The Company believes that its current
management team will be sufficient to properly manage the
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Company's and Chartex's operations. However, because Chartex is located in
London, England and the Company's management team is primarily located in the
United States, there can be no assurance that the Company will not find it
necessary to seek additional managers in the future to be located in London or
that such managers will be available on terms acceptable to the Company or that,
with or without such additional managers, the Company will be able to
effectively integrate the Company's and Chartex's operations.

6. Foreign Currency and Market Risk. The Company anticipates that a
material portion of the Company's future sales will be in foreign markets. Sales
in such foreign markets will be subject to normal currency risks associated with



changes in the exchange rate of foreign currencies relative to the United States
Dollar. In addition, some of the Company's future international sales may be in
developing nations where dramatic political or economic changes are possible.
Such factors may impair the Company's future sales, or the collectability of any
such sales, in those countries.

7. Dependence on Key Personnel. The Company's success will depend in
large part upon its ability to attract and retain highly qualified marketing and
sales personnel. The Company is particularly dependent upon the services of O.B.
Parrish, its Chairman of the Board and Chief Executive Officer and Mary Ann
Leeper, Ph.D., its President and Chief Operating Officer. The Company has
entered into an employment agreement with Dr. Leeper. The loss of the services
of these or certain other key individuals, or the failure of the Company to
attract and retain other skilled personnel, could have a material adverse impact
on the Company.

8. Future Research on Product Efficacy. The Company continues research
and is participating and expects to continue to participate in future
government-sponsored studies on the effectiveness of the female condom compared
to other barrier contraceptive products in preventing sexually transmitted
diseases and unintended pregnancy. The Company believes that the results of
these additional studies will be favorable to the Company. However, if the
results prove to be unfavorable, such unfavorable results would have a material
adverse impact on the Company.

9. Potential Inventory Writedowns. The United States Food and Drug
Administration ("FDA") approved an increased shelf life for Reality from two
years to three years, which provides a new average shelf life of 16 months (as
of March 31, 1996) for the Company's existing Reality inventory. If the
Company's sales of Reality do not significantly increase, the Company may need
to expend funds to relabel this inventory to reflect the new shelf life and may
also experience significant additional inventory writedowns in the future.

10. Volatility of Stock Price. The market price of the Company's Common
Stock has been and may continue to be affected by quarter-to-quarter variations
in the Company's operating results, announcements by the Company's competitors
and other factors. In addition, the stock market has from time to time
experienced extreme price and volume fluctuations, particularly among emerging
growth company stocks, which have often been unrelated to the operating
performance of particular companies. Factors not directly related to the
Company's performance, such as governmental regulation or negative industry
reports, may also have a significant adverse impact on the market price of the
Company's Common Stock. See "Price Range of Common Stock."

11. Product Liability. The nature of the Company's product may expose the
Company to significant product liability risks. The Company maintains product
liability insurance with coverage limits of $5 million per year on the female
condom. There can be no assurance that the Company will be able to maintain such
insurance on acceptable terms or that such insurance will provide adequate
coverage against product liability claims. While no product liability claims on
the female condom have been brought against the Company to date, a successful
product liability claim against the Company in excess of the Company's insurance
coverage could have a material adverse effect on the Company.

12. Future Sales of Common Stock. Sales of the Company's Common Stock in
the public market after this offering, or the perception that such sales may
occur, could adversely affect the market
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price of the Company's Common Stock. Upon completion of this offering (assuming
all 1,610,000 shares offered by the Company are sold, including the maximum
110,000 shares which may be issued to the Company's secondary placement agent in
this offering, and that a Selling Shareholder exercises its warrant to purchase
the 50,000 shares which are currently vested under the warrant), the Company
will have 8,068,312 shares of Common Stock outstanding. Of these shares,
6,362,732 shares currently outstanding are, and all of the shares sold hereby
will be, eligible for resale in the public market by persons other than
"affiliates" of the Company (generally, a person who has a control relationship
with the Company) without regard to any resale limitations under Rule 144 of the
Securities Act. Further, the Company has issued options and warrants to purchase
an aggregate of 1,498,538 shares of Common Stock, approximately 799,842 of which
are exercisable within the next six months, and has agreed to issue to the
primary placement agent in this offering a warrant to purchase such number of
shares of Common Stock as is determined by the following formula: (40 x the
gross proceeds to the Company in this offering)/1,000. The Company has filed or
intends to file registration statements under the Securities Act to register the
sale of the shares underlying these options and warrants and, accordingly, any
shares received upon exercise of these options or warrants would also be freely
tradeable without restriction by persons other than affiliates. See "Shares
Eligible for Future Sale."

13. Government Regulation. Reality is subject to regulation by the FDA,
pursuant to the federal Food, Drug, and Cosmetic Act (the "FDC Act"), and by
other state and foreign regulatory agencies. Under the FDC Act, medical devices
must receive FDA clearance before they can be sold. FDA regulations also require
the Company to adhere to certain "Good Manufacturing Practices" ("GMP"), which
include testing, quality control and documentation procedures. The Company's
compliance with applicable regulatory requirements is monitored through periodic
inspections by the FDA. The failure to comply with applicable regulations may
result in fines, delays or suspensions of clearances, seizures or recalls of



products, operating restrictions and criminal prosecutions and could have a
material adverse effect on the Company.

14. History of Losses; Sufficiency of Capital. The Company has incurred
net losses from continuing operations of $3,971,861, $5,501,767 and $8,446,958
in its fiscal years ended September 30, 1993, 1994 and 1995, respectively. The
Company has incurred a net loss from continuing operations of $2,439,492 for the
six months ended March 31, 1996. Chartex has incurred operating losses of
approximately $20,100,000, $3,500,000 and $5,900,000 for the years ended
December 31, 1993, 1994 and 1995, respectively, using a 1.5 U.S. dollar to U.K.
pound exchange rate.
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There can be no assurance that the Company will achieve a profitable level of
operations in the future. See "Management's Discussion and Analysis of Financial
Condition and Results of Operations."

15. Dilution. The net pro forma tangible book value of the Company at
March 31, 1996, as adjusted for the issuance of the 1,610,000 shares of Common
Stock offered by the Company hereby, the exercise by a Selling Shareholder of
the vested portion (50,000 shares) of its warrant to purchase 150,000 shares of
Common Stock at an exercise price of $3.50 per share and the issuance of 15,580
shares to a Selling Shareholder was $10,066,752 or $1.25 per share of Common
Stock. See "Dilution." "Net tangible book value" is the book value of the
Company's tangible assets minus the Company's liabilities. Investors who
purchase Common Stock from the Company in this offering will experience an
immediate dilution of $3.15 per share. The foregoing discussion assumes no
exercise of any outstanding stock options, restricted stock or warrants (other
than the currently vested portion of the warrant held by the Selling
Shareholder). As of the date of this Prospectus, options and warrants (other
than the vested portion of the warrant held by the Selling Shareholder or the
warrant to be issued to the primary placement agent in this offering) to
purchase 1,498,538 shares of Common Stock are outstanding and exercisable as to
799,842 shares. If any options or warrants with an exercise price of less than
the public offering price per share are exercised, there will be further
dilution to new investors. See "Dilution." See also "Plan of Distribution" for a
description of the warrant to be issued to the primary placement agent in this
offering.

16. Competition. The Company believes that there is currently no other
female condom sold in the world. The Company is aware of at least one other
party that is currently developing an intravaginal pouch which could compete
with Reality. This party has obtained a patent on their device. Chartex
instituted a suit for patent infringement in December, 1990 against this other
company, its vice chairman and the alleged inventor of the competing
intravaginal pouch. The defendants brought a summary judgment motion alleging
that, regardless of the infringement or noninfringement of the Chartex patents
by the competing product, the defendants were entitled to exemption from
infringement litigation under 35 U.S.C. (S) 271(e) (1). This statute exempts
devices from patent infringement if the making or using of those devices is
"solely for uses reasonably related to the development and submission of
information" to the FDA. The summary judgment was granted based upon a review of
the statutory section expressed in a Northern District of California decision
which is pending under appeal to the U.S. Court of Appeals for the Federal
Circuit. The summary judgment motion against Chartex has been appealed by
Chartex to the U.S. Court of Appeals for the Federal Circuit. There can be no
assurance as to the breadth or degree of protection that the Chartex patents
will afford Chartex and the Company.

Other parties may also seek to develop an intravaginal pouch which
does not infringe Chartex's patents. These products, if developed, could be
distributed by companies with greater financial resources and customer contacts
than the Company.

There are a number of other products currently marketed which have a
higher degree of accepted efficacy for preventing conception. These products
include birth control pills, Norplant and Depo Provera. However, other than the
female condom, only the male condom is generally recognized as being efficacious
in preventing STDs. Companies manufacturing these products are generally larger
than the Company and have access to greater resources than the Company. In
addition, the female condom is generally sold at the retail level at between
$2.75 and $3.00 per device. This price is comparatively greater than the price
of the male condom. Accordingly, the female condom will not be able to compete
with the male condom solely on the basis of price.
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USE OF PROCEEDS

The net proceeds to the Company from its sale of 1,610,000 shares of Common
Stock hereunder (including the 110,000 shares which may be issued to the
Company's secondary placement agent in consideration of its services to the
Company) and the exercise of the portion of a Selling Shareholder's warrant
which is currently vested (50,000 shares) are estimated to be approximately
$6,410,000, based on the public offering price of $4.40 per share for the
1,500,000 shares to be sold by the Company for cash and the exercise price of
$3.50 per share for the 50,000 vested warrant shares and after deducting
underwriting commissions of $120,000 and estimated expenses of $245,000. If the
Selling Shareholder's warrant vests as to the remaining 100,000 shares and the
warrant is exercised by the Selling Shareholder for such shares, the Company
would receive an additional $350,000 in exercise price from this Selling



Shareholder. The Company will not receive any of the proceeds from the sale of
the shares of Common Stock by the Selling Shareholders.

The Company intends to use net proceeds from this offering, in order of
priority, as follows:

$0.5 million to repay a (Pound)312,500 promissory note issued by the Company
as partial consideration for the Chartex acquisition. The note is due July 31,
1996 and bears interest at LIBOR plus 1-1/8%.

$0.2 million to make a partial prepayment on a (Pound)520,000, noninterest
bearing promissory note issued by the Company as partial consideration for the
Chartex acquisition. The terms of the note require a partial prepayment upon the
Company's receipt of certain government grant funds which the Company received
in 1996.

$1.3 million to fund the Company's operating and working capital needs
through July 31, 1996.

$4.0 million (including amounts necessary for marketing the female condom in
the U.S., the U.K. and the global public sector market) to fund the Company's
operating and working capital needs from August 1, 1996 through September 30,
1997, the date when the Company currently anticipates achieving a positive cash
flow.

Any remaining net proceeds to repay a $1.0 million promissory note due on
November 21, 1996 and a $1.0 million promissory note due on March 25, 1997.
These notes each bear interest at 12% per year. The amounts borrowed under these
notes were used by the Company to make certain payments required in connection
with the Chartex acquisition and to provide working capital, respectively. See
"Certain Transactions."

Because the Shares are being offered by the Company on a "best efforts"
basis with no required minimum, the Company may sell less than all of the Shares
offered hereby. In such event, the Company would receive less proceeds from this
offering, which could have a material adverse effect on the Company. If the
Company receives less proceeds than would be necessary to accomplish all of the
above-specified uses of the proceeds, the Company will reduce or eliminate its
U.S. and U.K. marketing expenditures (approximately $3.4 million through
September 30, 1997) and use the proceeds otherwise in the order of priority
indicated above. This could result in a slower development of the business or
the Company's inability to continue operations.

CAPITALIZATION

The following table sets forth the unaudited short-term indebtedness and
capitalization of the Company as of March 31, 1996 and as adjusted to reflect
the issuance and sale by the Company of 1,500,000 shares of Common Stock offered
hereby and after deducting estimated offering expenses, and the application of
the net proceeds thereof, the issuance by the Company of 50,000 shares to a
Selling Shareholder upon its exercise of the vested portion of its warrant, the
issuance by the Company of 15,580 shares to a Selling Shareholder which occurred
in April 1996 and the issuance by the Company of 110,000 shares to the Company's
secondary placement agent in this offering.
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<TABLE>
<CAPTION>
March 31, 1996
Actual As Adjusted
<S> <C> <C>
(in thousands)
Unaudited
Short-term indebtedness:
Current portion of long-term debt and
capital lease obligations............ S 2,167 $ 2,167
Notes payable to shareholders.......... 2,160 2,160
S 4,327 S 4,327

Long-term debt and capital lease
obligations, less current
maturities. . ..ot $ 633 $ 633
Stockholders' equity:
Class A Preferred Stock, par value $.01
per share, 5,000,000 shares
authorized, no shares issued and
outstanding........coiiiiiiiiiiinn.. - -
Common Stock, par value $.01 per share,
15,000,000 shares authorized
6,392,732 shares issued and
outstanding (8,068,312 shares as

adjusted) v oi it i e e e 64 81
Additional paid-in capital............. 29,411 35,805
Foreign currency translation (loss).... (20) (20)

Accumulated deficit....oeiiiinnnenn. (24,368) (24,368)



Total stockholders' equity............. 5,087 11,498

Total capitalization...........eeeen.. $ 5,720 $ 12,131

</TABLE>
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DILUTION

The net tangible book value of the Company at March 31, 1996 was $3,656,752
or $0.57 per share of Common Stock. Without taking into account any changes
after March 31, 1996, other than to give effect to the issuance of the 1,500,000
shares by the Company to the public in this offering, the issuance of 110,000
shares to the Company's secondary placement agent in this offering, the issuance
of 15,580 shares to a Selling Shareholder in April 1996 and the issuance of
50,000 shares to a Selling Shareholder upon exercise of the vested portion of
its warrant to purchase 150,000 shares and estimated offering expenses of
$245,000 and underwriting discounts of $120,000, the pro forma net tangible book
value of the Company was $10,066,752 or $1.25 per share of Common Stock,
representing an immediate dilution of $3.15 per share to investors who purchase
Common Stock from the Company in this offering and an immediate increase of
$0.68 per share to existing shareholders. "Net tangible book value" is the book
value of the Company's tangible assets minus the Company's liabilities.

The following table illustrates the dilution in net tangible book value per
Share to investors in the offering:

<TABLE>
<CAPTION>
<S> <C>
Assumed public offering price........cvviiinnnn $4.40
Net tangible book value per share
at March 31, 1996(1) ..uiuennnennnnn $0.57
Increase attributable to sales of
shares to new investors(2)........... 0.68
Pro forma net tangible book value
per share after offering(2).......... .. ... 1.25
Dilution per Share to new investors.............. $3.15
</TABLE>
(1) "Net tangible book value per share" represents the amount of total tangible

assets less total liabilities divided by the number of outstanding shares
of Common Stock.

(2) Includes the issuance of 15,580 shares of stock to John A. Wundrock and
assumes the issuance of 50,000 shares to C.C.R.I. Corporation upon exercise
of the currently vested portion of its warrant at the exercise price of
$3.50 per share. See "Principal and Selling Shareholders" and "Plan of
Distribution."

The following table sets forth as of March 31, 1996, the number of shares
of Common Stock purchased from the Company, the total consideration paid and the
average price per share of Common Stock paid by existing shareholders and new
investors purchasing shares of Common Stock in this offering, at the offering
price of $4.40 per share for the 1,500,000 shares, $3.50 per share for the
50,000 shares to be received upon exercise of the vested portion of the warrant
and $0 for the 15,580 shares and 110,000 shares.

<TABLE>
<CAPTION>
Shares Purchased Total Consideration
——————————————————————————————————— Average Price
Number Percent Amount Percent Per Share
<5> <C> <C> <C> <C> <C>
Existing shareholders 6,392,732 79% $29,475,630 81% S4.61
New investors 1,675,580 21% 6,775,000 19% $4.04
TOTAL 8,068,312 100% $36,250,630 100%
</TABLE>
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The foregoing discussion and tables assume no exercise of any outstanding
stock options, warrants (other than the vested portion of the warrant held by
the Selling Shareholder) or restricted stock grants. The discussion and tables
also do not reflect the exercise of the warrant to be issued to the primary
placement agent in this offering. See "Plan of Distribution." As of the date of
this Prospectus, options and warrants (other than the vested portion of the
warrant held by a Selling Shareholder and the warrant to be issued to the
primary placement agent in this offering) to purchase 1,498,538 shares of Common
Stock are outstanding and are currently exercisable as to approximately 799,842
shares. To the extent any options with an exercise price of less than the public



offering price per share are exercised, there will be further dilution to new
investors.

DIVIDENDS

The Company has not paid any cash dividends on its Common Stock and does
not expect to pay any cash dividends in the foreseeable future. The Company
intends to reinvest its earnings in the continued development and expansion of
its business.

PRICE RANGE OF COMMON STOCK
The Company's Common Stock trades on the American Stock Exchange under the

symbol FHC. As of May 20, 1996, there were approximately 491 holders of record
of the Common Stock.

The following table sets forth the historical high and low sale prices of a

share of the Common Stock. For the first quarter of fiscal 1994 through the
first quarter of fiscal 1995, the prices shown are actual sales prices as
reported on the Nasdag Small-Cap Market. On January 26, 1995, the Common Stock
was listed for trading on the American Stock Exchange. Accordingly, for the
second quarter of fiscal 1995 and beyond, the prices shown are actual sales
prices as reported on the American Stock Exchange.

<TABLE>
<CAPTION>
Sale Price

Fiscal Year High Low
1994
<S> <C> <C>
First Quarter $16 $10-1/2
Second Quarter 15 9-1/2
Third Quarter 14-1/4 9-1/2
Fourth Quarter 12-1/2 9-1/2
1995
First Quarter 10-3/4 3-3/4
Second Quarter 6-3/4 3-3/4
Third Quarter 4-3/4 2-3/8
Fourth Quarter 4 2-1/2
1996
First Quarter 3-15/16 2-1/2
Second Quarter 5 2-9/16

</TABLE>

See the Cover Page of this Prospectus for a recent sale price for a share
of the Common Stock on the American Stock Exchange.
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SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data for the five years in the period
ended September 30, 1995 has been derived from the consolidated financial

statements of the Company as audited by Ernst & Young LLP, independent auditors,

whose report with respect to the September 30, 1993, 1994 and 1995 financial
statements appears elsewhere in this Prospectus. The selected consolidated
financial data as of March 31, 1996 and for the six months ended March 31, 1995
and 1996 has been derived from the unaudited condensed consolidated financial
statements of the Company appearing elsewhere in this Prospectus.
data are qualified by reference to and should be read in conjunction with the
Consolidated Financial Statements and Notes thereto included elsewhere in this
Prospectus and "Management's Discussion and Analysis of Financial Condition and
Results of Operations."

<TABLE>
<CAPTION>

Year Ended
Ended

1991 1992
1996 (2)

<S> <C> <C> <C>
<C>

(Dollars in Thousands, Except Share and per Share Date)

OPERATING STATEMENT DATA:
Net Revenues:

The following

September 30

1994 (1) 1995

<C> <C>

Six Months

March 31,

<C>



Continuing Operations -= - $ 25 $ 1,672 $ 2,179 S 983 $
731
$ 13,350 $ 11,258 S 12,484 $ 14,503 $ 13,488 $ 4,445 S
3,258
Income (Loss) from:
Continuing Operations $ (409) S (4,195) $ (3,972) $ (5,502) $ (8,447) S (5,215) ¢
(2,439)
Discontinued Operations (1,071) (126) 236 2,502 65 (620)
(4)
$ (1,480) s (4,321) $ (3,736) S (3,000) $ (8,382) s (5,835) $
(2,443)
Weighted Average Number of
Common Shares Outstanding 3,278,108 3,492,692 3,896,423 4,849,160 6,023,460 5,666,522
6,392,732
Income (loss) per Common and
Common Equivalent Share:
Continuing Operations $ (.12) $ (1.20) $ (1.02) $ (1.13) $ (1.40) $ (0.92) $
(.38)
Discontinued Operations (0.33) (0.04) 0.06 0.51 0.01 (0.11)
S (0.45) 8 (1.24) 8 (0.96) $ (0.62) $ (1.39) $ (1.03) s
(0.38)
Cash Dividends Declared
per Share - - - - - -
BALANCE SHEET DATA AT
END OF PERIOD:
Total Assets:
Continuing Operations $ 3,996 S 2,444 $ 3,615 $ 9,246(3) $ 6,575 N/A(4) $
11,518
Discontinued Operations:
Total 4,229 7,662 6,461 9,401 9,540 N/A (4
Less Liabilities and
Minority Interest (2,989) (4,399) (2,886) (2,363) (2,376) N/A (4
1,240 3,263 3,575 7,038(5) 7,164 N/A (4
S 5,236 S 5,707 $ 7,190 $ 16,284 $ 13,739 N/A (4) $
11,518
Long-Term Indebtedness: (6)
Total S 663 S 1,933 $ 1,869 $ 1,827 $ 1,729 N/A(4) $
2,800
Discontinued Operations 163 1,933 1,869 1,742 1,583 N/A (4
Continuing Operations S 500 S - $ - $ 85 $ 146 N/A(4) $
2,800
Stockholders' Equity:
Continuing Operations S 3,470 $ 2,192 S 763 $ 5,639 $ 388 N/A(4) S
5,087
Discontinued Operations 1,240 3,263 3,575 7,038 7,163 N/A (4
$ 4,710 5,455 4,338 12,677 7,551 N/A (4

Book Value Per Share:




Continuing Operations S 1.06 S 0.59 $ 0.19 $ 04 $ 0.06 N/A (4
0.80
Discontinued Operations 0.38 0.88 0.87 31 1.12 N/A (4
S 1.44 S 1.47 $ 1.06 $ 35 $ 1.18 N/A (4
0.80
</TABLE>
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(1) Includes results related to the commencement of the U.S. marketing and
distribution of Reality beginning in the fourth quarter of fiscal 1994.

(2) The Company completed the sale of its wholly-owned subsidiary, WPC
Holdings, Inc., on January 29, 1996. Accordingly, information on
discontinued operations applies for the period ended January 29,

1996.

(3) In February 1994, the Company received $10.8 million (net) from a
private placement of 1,250,000 shares of Common Stock. See Note 5 below
and "Note 10 to Notes to Consolidated Financial Statements."

(4) Balance sheet information as of March 31, 1994 was not deemed
necessary.

(5) In December 1993, Holdings received $2,299,787 from the Disposer Care
licensing litigation settlement. Also, approximately $1 million of the
proceeds from the February 1994 private placement of Common Stock was
allocated to Holdings.

(6) Includes current portion.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

GENERAL

Net revenues by industry segment were as follows:

<TABLE>
<CAPTION>
Six Months Ended
Year Ended September 30, March 31,
1993 1994 1995 1995 1996
<S> <C> <C> <C> <C> <C>
CONTINUING OPERATIONS
Consumer health care--Reality S 25,379 $ 1,671,885 $ 2,179,155 $ 982,902 S 730,508
DISCONTINUED OPERATIONS
Leisure time $10,204,600 $10,140,690 $11,059,196 $ 3,487,646 $ 2,429,428 (1
Institutional Health Care 1,620,924 1,447,890 1,236,685 594,082 410,643 (1
Other 658,455 2,914,595(2) 1,191,681 363,684 418,275(1
$12,483,979 $14,503,175 $13,487,562 $ 4,445,412 $ 3,258,346

Operating results were as follows for the periods indicated:

Year Ended September 30,

1993 1994 1995
Continuing operations $(3,971,861) $(5,501,767) $(8,446,958)
Discontinued operations 235,861 2,501,633 64,599
TOTALS $(3,736,000) $(3,000,134) $(8,382,359

Six Months Ended
March 31,

$(5,214,740) $(2,439,492)
(619,747) (4,461)

$(5,834,487) $(2,443,953)

</TABLE>

(1) Net revenues are for the period October 1, 1995 through January 29, 1996,
the date Holdings was sold by the Company.

(2) Includes a $2,299,787 nonrecurring gain on settlement of a licensing
litigation matter.



On March 10, 1995 the Company's Board of Directors (the "Board") approved a
formal plan to dispose of its Holdings subsidiary which included the leisure-
time, institutional health care and other products segments. The Board believed
that the diverse product offerings by the Company lacked focus and synergy and
may have had a negative effect on the market value of the Company's Common
Stock. Accordingly, the Board believed that continuing with both businesses on
a consolidated or separate basis would detract from and weaken both businesses,
potentially reducing shareholder value. As a result of the Board's decision,
the Company reclassified financial information to reflect Holdings' operations
as a discontinued segment. Continuing operations reflect corporate and female
condom operations. On June 20, 1995, the Company entered into a definitive
agreement with a third party to sell Holdings for consideration valued at $8.285
million and, on January 29, 1996, completed the sale. See Notes 3 and 16 to the
Company's September 30, 1995 Consolidated Financial Statements and Note 5 to the
Company's March 31, 1996 Condensed Consolidated Financial Statements for further
information on the disposal of and presentation of Holdings.
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During the fourth quarter of fiscal 1995 the Company commenced discussions
regarding the possible acquisition of Chartex. Chartex is the owner of the
intellectual property and proprietary manufacturing technology for the female
condom, the Company's sole continuing product. The Company previously licensed
its rights to market and distribute Reality in its territories from Chartex. On
November 20, 1995, the Company signed a definitive agreement to purchase Chartex
and on February 1, 1996, consummated the Chartex Acquisition. See Note 18 to
the Company's September 30, 1995 Consolidated Financial Statements and Note 6 to
the Company's March 31, 1996 Condensed Consolidated Financial Statements for
further information on the acquisition of Chartex.

The purchase of Chartex provides the Company with certain worldwide
intellectual property relating to the female condom, including patents which
have been issued in the U.S., Japan and the European Union, proprietary
manufacturing technology and a state-of-the-art manufacturing facility. The
Chartex Acquisition also resulted in the elimination in consolidation of all
previously recorded and contingent liabilities, including royalties, from the
Company to Chartex, along with related prepaid royalties on the books of the
Company. The Chartex Acquisition also enables the Company to develop worldwide
strategies for the production and marketing of the female condom to consumers
and the public sector. 1In addition, the Chartex Acquisition permits the Company
to consider U.S. and worldwide partners on an unencumbered basis.

As a result of the Chartex Acquisition, the Company does not believe that
its historical results of operations are necessarily indicative of future
results.

The Company is a start-up female health company with a single, unique
product, the female condom. From 1987 through late fiscal 1994 the Company's
continuing operations were focused on developing and seeking FDA approval of the
female condom. As a result, the Company has incurred significant losses related
to the research and new product development expenses incurred. The Company has
also incurred significant expense related to minimum royalties under its prior
license agreement for the exclusive right to market the female condom in certain
territories.

The female condom is a revolutionary new product which is in the early
stages of commercialization. The female condom has been on retailers' shelves
in the United States since approximately September 1994 and has been launched in
the U.K. and 14 other countries between 1992 and 1995. Since such time, sales
have been substantially lower than management's expectations. Accordingly, the
ultimate level of consumer acceptance of the female condom is not yet known.
Although management believes that with additional marketing and consumer
education, sales will increase, if sales do not significantly increase, the
Company will continue to report operating losses and may experience significant
inventory write-downs in the future and, ultimately, the Company's viability may
be in jeopardy. For the period beginning with the commercial launch of Reality
in the United States in the fourth quarter of fiscal 1994 and ending on March
31, 1996, the Company sold approximately 3.4 million Reality devices. The
Company's average selling price during this period was $1.33 per device,
including 250,000 devices sold to Family Health International for a clinical
acceptability study (supported by the USAID) at a discounted priced. From 1992
through March 31, 1996, Chartex sold approximately 5.4 million devices
(exclusive of sales to the Company) at an average selling price of less than
$1.00 per device. The Company estimates that approximately 18.8 million female
condoms must be sold annually worldwide at an average selling price of $1.00 per
device to break even on a cash basis. (The $1.00 per device average selling
price is based on the Company's estimate of projected mix in sales of devices
based on current prices.) This is equivalent to annual worldwide use by
approximately 523,000 women three times per month.
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Female condoms sold by the Company were as follows for the periods
indicated:
<TABLE>
<CAPTION>

Six Months Ended
Year Ended September 30, March 31,



<S> <C> <C> <C> <C> <C>
Number of female
condoms sold 19,860 1,173,750 1,647,958 666,588 597,128

</TABLE>

Because the female condom is a start-up business and the commercial
distribution of the female condom in the United States only began in July 1994,
with promotion beginning in mid-September 1994 management believes it is too
early to tell what level of sales the female condom will ultimately achieve.
Sales of the female condom since its commercial launch have been less than
management's expectations. Management believes that it will take longer and
require more resources than originally expected to be able to determine the
ultimate level of sales of the female condom.

The commercial launch of the female condom began late in fiscal 1994.
Fiscal 1994 operating results include the results of the national launch of the
female condom. Fiscal 1993 operating results reflect the significant level of
development associated with the female condom. As a result, fiscal 1993 and
fiscal 1994 are not indicative of future U.S. results.

While overall female condom sales have developed more slowly than
anticipated, there have been encouraging developments: 38 states covering
approximately 85% of the population have approved the female condom for
reimbursement under Medicaid or similar programs; in a survey of 4,500 OB/GYN
and family practice physicians, 55% indicated they would recommend the female
condom 6-21 times per week; in an independent acceptance study conducted in New
York City and published in the July 4, 1995 issue of "Family Planning
Perspectives," 66% of the women participants liked the female condom and 73%
reported they preferred it to the male condom. In a study conducted by Family
Health International and published in the December 1994 issue of the American
Journal of Public Health, 80% of the participants indicated they would recommend
the female condom to a friend, and in a study completed at Princeton University
it was estimated that proper use of the female condom with every sex act could
reduce the chance of a woman contracting AIDS from an infected partner by as
much as 90%.

To date, 23 state, 80 county, 27 city and 4 military agencies are female
condom users. The states include Indiana, Illinois, Maryland, Massachusetts,
Michigan, New York and Pennsylvania. In addition, county agencies in 24 states
have purchased the female condom, including counties in California, Colorado,
Florida, Maryland, Michigan, New York, Ohio, Texas and Virginia. The city
agencies purchasing the female condom include Jacksonville, Florida; Chicago,
Illinois; New Orleans, Louisiana; Baltimore, Maryland; Minneapolis, Minnesota;
Kansas City, Missouri; Newark, New Jersey; New York, New York; Columbus, Ohio;
and Philadelphia, Pennsylvania.

Currently, the U.S. Government is providing more than $8 million in
funding for female condom clinical studies which focus on behavior, use,
acceptability and efficacy and comparisons to the male condom. As discussed
below, the Company has employed an education-based approach to the introduction
of the female condom as a completely new consumer product. The Company believes
that this approach will ultimately result in the successful development of a
market for the female condom. However, there can be no assurances that the
female condom will ultimately be a commercially successful product for the
Company.

The Company is particularly dependent upon the services of 0.B. Parrish,
Chairman of the Board and Chief Executive Officer of the Company, and Mary Ann
Leeper, Ph.D., President and Chief Operating Officer of the Company. The
Company has an employment agreement with Dr. Leeper (see

21

Note 9 of the Notes to Consolidated Financial Statements). The loss of the
services of Mr. Parrish or Dr. Leeper could adversely impact the Company's
operations.

The manufacture, sale and distribution of the female condom is regulated
by a number of governmental agencies. The Company is not aware of any actions
by these regulating agencies which would adversely impact the Company's
financial condition or results of operations.

COMMERCIAL LAUNCH OF REALITY IN THE U.S.

The Company's launch of Reality began in September 1994 with a national
press conference in New York City. The program was designed to reach women
through public efforts, as well as through traditional marketing and promotional
programs. Roundtable discussions with leading women's health professionals and
advocates took place in late fiscal 1994 and early fiscal 1995 in seven major
U.S. cities and were followed in most cases by a press conference with intensive
pre- and post-event contact with local print and broadcast media. Print
advertising directed to the medical and health care provider community began in
early September and was followed by extensive consumer print advertising in the
November and December issues of major women's magazines. During a period from
September 1994 through January 1995, the Company engaged over 60 sales
representatives, through an independent sales organization, to call on and
"detail"™ Reality to OB/GYN practitioners and general practice physicians.

During this period, over 17,500 such calls were made. The launch effort also
included a direct mail campaign to over 30,000 physicians and 65,000 retail
pharmacists. In addition, the Company employed four area managers who made



direct calls on physicians and clinics and who have provided in-service
education to health care providers in public clinics. After January 1995, the
Company's promotional efforts have been reduced due to limited availability of
capital. The Company's efforts have been focused primarily on print and radio
consumer advertising together with retail trade support. Efforts have also been
directed towards getting the female condom approved for Medicaid reimbursement.
In addition, a new marketing campaign was initiated in March 1996. The program
continues to be education based but is more specific regarding use of the female
condom. It is directed to the private and public sectors and includes outreach
programs, seminars, workshops and advertising in young adult magazines and on
urban music radio stations. The educational components of this marketing
campaign answer the questions of what the female condom is, how it is used, how
it protects, why it is important to practice safer sex and who should try the
female condom. The marketing campaign also emphasizes that using the female
condom feels good. The outreach program has been augmented in several cities
and states by the respective departments of health. Examples are ongoing
programs in Philadelphia, Pennsylvania and Chicago, Illinois. These cities have
purchased large quantities of the female condom and use them for on-the-street
outreach programs in communities whose populace is at high risk to sexually
transmitted diseases. Currently, 38 states have listed the female condom in
state funded/Medicaid or similar programs. The female condom is distributed in
all 50 states, and is available in over 35,000 retail pharmacy and mass
merchandise outlets and is free or at a significantly discounted price in over
1,000 public clinics.

RESULTS OF OPERATIONS--CONTINUING OPERATIONS
SIX MONTHS ENDED MARCH 31, 1996 COMPARED TO SIX MONTHS ENDED MARCH 31, 1995

The Company reported a $252,394 decrease in net revenues to $730,508 for
the six months ended March 31, 1996 compared to the same period of the preceding
year. Net revenues pertain exclusively to sales of the female condom.
Approximately 63% of the female condom sales dollars for the six months ended
March 31, 1996 were sales to the public sector and 37% were trade sales compared
with 33% to the public sector and 67% trade sales for the same period in the
preceding year. Management believes the percentage changes in the mix between
public and trade sector sales resulted from several factors. Trade sales for the
1995 period included a portion of the initial stocking for the national launch
of the female condom in the U.S. In addition, 1996 net revenues to the trade
sector were negatively impacted due to reduced marketing and promotion of the
female condom due to limited capital available. Conversely, 1996 public sector
sales have increased over the 1995 period as additional public sector
governmental agencies approved the condom for distribution and began purchasing
in quantity. See "Risk Factors--Reliance on Product Line; Lower than Anticipated
Reality Sales; Operating Losses."
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Costs of products sold of $1,197,455 for the six months ended March 31,
1996 include a $300,000 inventory writedown and a $209,291 charge for Chartex
factory overhead costs (depreciation of $123,460 and indirect production labor
of $85,831) resulting from idle production capacity. After adjustment for the
above, the Company reported a 6% gross margin for the six month period ended
March 31, 1996 compared to a 30% gross margin for the same period of the
preceding year. These results reflect the significant change in the sales mix
which occurred between the "public" sector and "trade" sector. The average
selling price per device decreased from $1.47 per device to $1.22 per device.
This is reflective of the lower "public" sector pricing associated with bulk
purchases of the product by governmental agencies.

Sales and marketing expenses decreased $2,294,890 from $3,092,224 for the
six month period ended March 31, 1995 to $797,334 for the six month period ended
March 31, 1996. Prior year amounts included the marketing and promotion
associated with the national launch of the female condom in the U.S. Because of
the Company's limited working capital availability, marketing and promotion
activities were curtailed during the current period.

General and administrative expense totaled $930,918 for the six month
period ended March 31, 1996 compared to $603,575 for the same period of the
preceding year. The acquisition of Chartex and the addition of Chartex's general
and administrative expenses, including depreciation and amortization of $47,257
account for this increase.

Research and development expense increased $87,197 to $154,612 for the
six-month period ended March 31, 1996 compared to $67,415 for the same period of
the prior year. The increase relates to costs incurred in connection with on-
going government-funded clinical trials.

The Company has not recorded any exclusivity fees for the current year.
Prior year amounts totaled $1,727,390. The Company ceased accruing further
exclusivity fees under its licensing agreements with Chartex beginning with the
fourth quarter of fiscal 1995 due to events which occurred in the fourth quarter
which made payment of any exclusivity amounts unlikely. See Note 6 of the Notes
to Unaudited Condensed Consolidated Financial Statements for a discussion of the
treatment of the remaining accrued exclusivity amounts.

Nonoperating expenses increased $73,615 to $89,681 for the six month
period ended March 31, 1996 compared to the same period of the prior year. This
increase is due to interest on borrowings from shareholders incurred during the
current year in addition to the interest on Chartex debt obligations since the
acquisition.



23

YEAR ENDED SEPTEMBER 30, 1995 COMPARED TO SEPTEMBER 30, 1994

The Company reported a $507,270 increase in net revenues to $2,179,155 for
the year ended September 30, 1995 compared to the preceding year. Net revenues
pertain exclusively to sales of the female condom. As previously indicated, the
nationwide commercial launch of Reality in the U.S. commenced in the fourth
quarter of fiscal 1994 and continued into the first quarter of fiscal 1995.
Approximately 46% of the Reality sales for the year ended September 30, 1995
were retail trade sales and 54% were sales to the public sector. 1In fiscal
1994, approximately 85% of Reality sales were to the retail trade and 15% were
to the public sector. Completion of the "pipeline" filling for the trade in
early 1995 followed by public sector sales to several larger cities in fiscal
1995 contribute to this change in mix. The Company reported lower than expected
sales of Reality. Management believes that sales of Reality have been less than
anticipated due to its revolutionary nature as the first female condom, the
seriousness of the consumer decision to use it and the understanding required to
use a new class of product.

The Company reported a $8,446,958 loss from continuing operations for the
year ended September 30, 1995 compared to a loss of $5,501,767 for fiscal 1994.
The $2,945,191 increase in loss
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from continuing operations in fiscal 1995 compared to fiscal 1994 is primarily
due to extensive marketing costs associated with the commercial launch and
national distribution of Reality in the U.S. and a $1,00