HYPERBARIC OXYGENATION CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

September 30. 2003

1. Organization

Hyperbaric Oxygenation Corporation (the “Company”) was incorporated on November 17, 1997 pursuant to
the laws of the State of Nevada. The Company’s principal business is the selling of hyperbaric oxygenation
and other treatments and health products through its own health centers. During the year, the Company
operated health care facilities in Coquitlam and Victoria, British Columbia Canada,

The treatment the Company provides is a proprietary protocol system based on worldwide research and
clinical experience in the field of science-based natural medicine, clinical nutrition, biochemistry and
functional medicine. Functional medicine is a science-based healthcare approach that assesses and treats the
underlying causes of illness through individually tailored therapies to restore and improve function of the
human body.

2. Basis of presentation
The accompanying consolidated financial statements have been prepared on a going concern basis in
accordance with United States generally accepted accounting principles (“GAAP”). The “going concern” basis
of presentation assumes that the Company will continue its operation s for the foreseeable future and will be
able to realize its assets and discharge its liabilities and commitments in the normal course of business. There
is substantial doubt about the appropriateness of the use of this basis because of the continuing operating
losses and reliance upon financing arrangements for cash flow. Accordingly, realization of assets and
discharge of liabilities are subject to significant uncertainty.
These financial statements do not include any adjustments that would be necessary should the Company be
unable to continue as a going concern.

3. Summary of Significant Accounting Policies.
Basis of Consolidation
These financial statements include the accounts of the Company and the following wholly owned subsidiaries:
HOC Hyperbaric Care Centre Inc., HOC Centre for Progressive Medicine Victoria Inc., Hoc Centres for

Progressive Medicine Inc., HOC Progressive Medical Products Inc.

Any significant inter-company balances and transactions have been eliminated in the consolidated financial
statements.

Inventories
Inventories are carried at the lower of cost, determined on first in first out basis and net replacement value.
Capital assets

Capital assets are recorded initially at cost. Amortization (depreciation) on tangible assets is provided on a
declining basis at the rates noted below. One-half of these rates is used in the year of acquisition.

i) Office equipment 20%
ii) Leasehold improvements 20%
iii) Audio tapes 20%
iv) Hyperbaric chamber 20%

v) General equipment 20%



vi) Vehicles 30%
vii) Computers 30%
viii) Computer software 100%

Intangible assets consist of protocols and customer relationship data, and are amortized on a straight-line
basis as follows:- protocols — 5 years and customer relationship data — 10 years. Protocol costs represent the
cost incurred in developing the proprietary database in the delivery of care and therapy services to patients.
The database contains the results of over 100,000 original scientific studies and peer reviewed research
articles drawn from over 1,000,000 abstracts related to science-based natural medicine.

Fair value of Instruments and foreign exchange.

The fair value of the Company’s current assets and current liabilities were estimated to approximate their
carrying value due to the immediate or short term maturity of these financial instruments. The Company
operates centers in Canada, giving rise to risks from changes in foreign currency rates. The financial risk is
the risk to the Company’s operations that arise from fluctuations in foreign exchange rates and the degree of
volatility of these rates. Currently, the Company does not use derivative instruments to reduce its exposure to
foreign currency risk. Since inception, the Canadian foreign exchange rate has not been subject to significant
fluctuations.

Foreign Currency Translation

The assets and liabilities of the Company’s Canadian operations which are accounted for as self-sustaining
operations, have been translated into United States dollars at the rates of exchange as at the balance sheet
dates, and revenues and expenses are translated at the average rates of exchange for the period of operation.
The net gain or losses arising from the translations are recorded in the income statement.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principle requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Revenue Recognition

Revenue is recognized at the time services are provided. All related costs are recognized in the period in
which they occur.

Income taxes

The Company has just recently emerged from the development stage and has yet to become profitable.
Accordingly, no income tax is expensed on the financial statements.

4. Recent accounting pronouncements

On July 20, 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards (SFAS) 141, Business Combinations, and SFAS 142, Goodwill and Intangible Assets.
SFAS 141 is effective for all business combinations completed after June 30, 2001. SFAS 142 is effective for
fiscal years beginning after December 15, 2001; however, certain provisions of this Statement apply to
goodwill and other tangible assets acquired between July 1, 2001 and the effective date of SFAS 142. Major
provisions of these Statements and their effective dates of the company are as follows:



»  All business combinations initiated after June 30, 2001 must use the purchase method of
accounting. The pooling of interest method of accounting is prohibited except for
transactions initiated before July 1, 2001.

» Intangible assets acquired in a business combination must be recorded separately from
goodwill if they arise from contractual at other legal right or are separable from the acquired
entity and can be sold, transferred, licensed rented or exchanged, either, individually or as
part of a related contract, asset or liability.

» Goodwill, as well as intangible assets with indefinite lives, acquired after June 30, 2001, will
not be amortized. Effective January 1, 2002, all previously recognized goodwill and
intangible assets with indefinite lives will no longer be subject to amortization.

» Effective January 1, 2002, goodwill and intangible assets with indefinite lives will be tested
for impairment annually and whenever there is an impairment indicator.

» All acquired goodwill must be assigned to reporting units for purposes of impairment testing
and segment reporting.

The implementation of the provisions of these Statements will not have a material impact on the Company’s
financial position or results of operations.

5. Accounts payable consist of the following as at September 30, 2003 and 2002 -

2003 2002
Trade payables and accrued charges 536,594 775,135
Total 536,594 775.135

6. Litigation

No legal action has been brought against the Company.

7. Leases

The Company does not own real property. As at September 30, 2003 it leased space in Coquitlam, B.C. and
Victoria, B.C.(All references below are in $US, converted at $1US - $1.413CDN.)

The Coquitlam lease is monthly commencing. The base yearly rent for the whole period is $_11,478.

The Victoria lease is a 60 month lease commencing July 2003. The base yearly rent for the whole period is
$ 40,000.

The Company is obligated to make the following minimum lease payments subsequent to September 30, 2003:

Year ended Amount
September 30

2004 $51,478.
2005 $51,478.
2006 $51,478.



8. Related Party Transactions

During the period no consulting fees were paid to directors or companies owned by directors.
(None paid in the last fiscal year.)



