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FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-KSB contains forward-looking statements which reflect management's current views with respect to future
events and financial performance. In this report, the words "anticipates,” "believes," "expects," "intends," "future," "may" and similar expressions
identify forward-looking statements. These and other forward-looking statements are subject to certain risks and uncertainties, including those
discussed in the "Business Risks" section of Item 6 and elsewhere in this Form 10-KSB, that could cause actual resultsto differ materially from
historical results or those anticipated. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as
of the date hereof. We undertake no obligation to publicly release the results of any revisions to these forward-looking statements which may be
meade to reflect events or circumstances occurring subsequent to the filing of the Form 10-KSB with the Securities and Exchange Commission.

PART |
ITEM 1. BUSINESS
HISTORY

Our company was incorporated under the laws of the state of Georgiain 1995 under the name Classic Restaurants International, Inc. We changed
our namein 1998 to Creative Recycling Technologies, Inc. Our business plan changed from the restaurant business to recycling along with our
name change. We had little business activity and no sales. Our business was dormant from the late 1990's into the first calendar quarter of 2004.

In March of 2004, we merged with a Nevada company, Ingen Technologies, Inc. Ingen Technologies, Inc. survived as our subsidiary for the sole
purpose of operating our new business. However, we remained a Georgia corporation, with completely new management and an acti ve business
plan in the medical devices industry (operated by the Nevada company with the same name). Shortly thereafter, we changed our nameto Ingen
Technologies, Inc.

Ingen Technologies, Inc., the Nevada company, was founded by Scott R. Sand in 1999. Upon the merger with our Georgia corporation, Mr. Sand
became the Chief Executive Officer and Chairman of the Board of Directors, positions he maintains today. Mr. Sand owns 2,925,000 shares of



our common stock (approximately 8.3% of the 35,247,110 common shares outstanding as of May 31, 2007) and he owns approximately 72% of
our issued preferred shares (11,942,627 of 16,578,991 shares) which vote on a one-vote-per-share basis along with our common shares. As of
May 31, 2007, Mr. Sand owned approximately 28.7% of our outstanding voting shares.

Prior to the merger in March of 2004, Mr. Sand financed the research and development of our product lines and operation of the business within
Ingen Technologies, Inc, of Nevada. From itsinception in 1999 up through and into our fiscal year 2004, Mr. Sand supplied cash loans of
$72,000 and deferred management compensation of $306,000. Mr. Jeffrey Gleckman, another of our preferred shareholders, contributed
approximately $300,000 to the company in exchange for preferred shares.

We have not filed al of our required reports due under the Securities Exchange Act of 1934. A Form 8-K which will include the audited financial
statements of Ingen Technologies, Inc. of Nevada from the merger in March 2004 is till is required to be filed. The Company anticipates the
filing of this report within a month of the filing of this Form 10-KSB.

We made major adjustments to our capital structure toward the end of 2005. We reduced the number of authorized common shares from 500
million to 100 million. The number of authorized preferred shares remained unchanged at 40 million and are designated as Series A Preferred
Stock. Our shareholders authorized areverse split of common shares on aratio of 40 into 1 on December 5, 2005; thereby reducing the number of
issued shares from 488,037,593 to 12,201,138. We also reverse split our preferred shares on aratio of 3 into 1, reducing our issued preferred
shares from 39.9 million to 13.3 million. Our preferred shares are convertible into common shares on a1 into 1 basis upon 65 days written notice.
Our preferred shares are entitled to vote on an equal footing with common shares on all matters for which shareholder voting input is required.
Our common stock traded under the symbol "IGTN" until December 5, 2005 and after December 8, 2005, under the trading symbol "IGTG."

We entered into agreements to issue up to $2,025,000 in convertible debenturesin the fiscal year ended May 31, 2007. We issued convertible
debentures with atotal face value of $1,915,000 to a group of investors and warrants representing the right to purchase 29,000,000 shares of
common stock during the fiscal year ended May 31, 2007. The remaining $110,000 in convertible debentures were issued in June 2007. If all of
the notes outstanding as of May 31, 2007 were converted into common stock and all of the warrants were exercised, we would be required to
issue 124,750,000 shares of our common stock to the noteholders. Under the Securities Purchase Agreement entered into on March 15, 2007, we
are required to increase our number of authorized common shares from 100 million to 500 million. We have yet to authorize thisincrease.

OVERVIEW

We are amedical device manufacturer and service provider for medical and consumer markets both domestic and abroad. All of our
manufacturing is currently subcontracted. We have four products, two of which are currently generating revenues; Secure Balance(TM) and
Oxyview(TM). Oxyview(TM) is part of our product line for wireless, digital, low gas warning systems for pressurized gas cylinders, known as
BAFI(TM). The other oxygen and gas monitoring safety devices in our BAFI product line that are still being developed are OxyA lert(TM) and
GasAlert(TM).

GasAlert(TM) development is currently "on hold" and we do not intend to focus on it until we have OxyAlert(TM) in a production and sales
mode. We also have an agri-business concept known as Pure Produce, which involves establishing soil-less indoor farming facilities near
population centers to grow food and neutriceuticals.

Moreinformation is available about our company and products at our website at www.ingen-tech.com. The information found on this websiteis
not a part of, and is not incorporated by reference into, this or any other report we file with or furnish to the SEC.

|. SECURE BALANCE(TM)

The Secure Balance(TM) product is a private-label product that includes a vestibular function testing system and balance therapy system. The
vestibular (referencing organsin the inner ear) function testing system is manufactured by Interacoustics LTD. in Denmark and isreferred to as
the VNG. The balance therapy system is manufactured by SportKAT(R), Inc. in San Diego, California. SportKAT provides private-label testing
and balance therapy systems to others. However, we have our own trademark - Secure Balance(TM). Our Secure Balance(TM) program provides
equipment, education and training about balance and fall prevention to physicians and clinicians worldwide. All of our company's salesin the
fiscal year ending May 31, 2006 ($846,783) and approximately 98% of our salesin the fiscal year ended May 31, 2007 ($704,490 out of total
sales of $720,678) were sales of Secure Balance(TM).

SECURE BALANCE(TM) THERAPY TRAINER

Secure Balance(TM) Therapy Trainer is designed to sell to physicians, clinics and hospitals for use with patients suffering from balance
problems. It is a patented Kinesthetic Ability Trainer (called "SPORTKAT"), an innovative tool for the evaluation and rehabilitation of
neurosensory (or balance) deficits. SportKat focuses on the devel opment of dynamic balance, strength, muscle control, proprioceptive, and
vestibular improvement and offers a practically infinite range of adjustable settings to accommodate people with varied body weights and
physical activity levels.



Secure Balance(TM) Therapy Trainer provides away to test and train the nerves that control the muscles of the body that enable usto stand, run,
jump and otherwise perform day to day functions. These nerves are called proprioceptors. They are an integral part of acomplicated system that
the body usesto interpret all of the sensory input that it receives from external and internal sources-- including vestibular input from the inner ear,
visual input from the eyes and proprioceptive input in order to maintain posture and mobility. Proprioception enables the body to know whereit is

in space.

SportKat is an advanced Balance Training system primarily for Senior "fall prevention" Programs, correcting vertigo in Pilots and improving the
quality of life with those that have severe motor skill diseases. The SportKat system differentiatesitself from anything else known to management
because it applies the visual, vestibular and proprioceptive systems to | everage the redundancies in the brain thereby improving balance. It is
much safer than a "wobble board" for seniors because the air "bladder" can be inflated to match all levels of ability, weight, etc. This product is
currently used in medical centers, hospitals, universities, and professional sports teams. SportKat is effective with those that have the following
severe motor skill diseases/challenges:

0 Post Acoustic Neuroma Resection (Brain Tumors)
0 Head Trauma

0 Post Concussion

0 Meniere's Disease

o Vertiginous Migraines

o Vestibular Neuronitis

0 Presbystasis

oMS

o Parkinson's

o Ataxia

The SportKat 4000 is our most advanced balance assessment and training equipment. The SportKat software includes provisions for both static
and dynamic balance training and assessment through the availability of diversified types of tests, test patterns and difficulty levels. Users may
use the built-in training modes with agreat deal of ease and flexibility. In addition, the system enables the user, or doctor, trainer, etc., to design
unique, individual training protocols to overcome specific deficits identified during the assessment phase. The SportKat 4000 is designed for
multiple applications within the medical and athletic environments.

The SportKat operates using a patented inflatable bladder support system and centrally pivoted platform. Attached to the platform is a thermal
accelerometer, which measures the user's displacement from center (balancing ability), producing a quantifiable measurement or balance index
score at the conclusion of abalance assessment or training session. This measurement provides a basis on which the user can track improvements
by completing increasingly difficult levels of training.

The modular nature of the SportKat design allows the company to offer a variety of SportKat models to meet the needs (and budgets) of each
customer/user group. In addition, the modular design allows users to upgrade a SportKat machine to meet changing needs, add new features or
incorporate increased levels of technology. Each SportKat model may be classified into one of three categories:

portable, standard or computer assisted.

SECURE BALANCE(TM) VIDEO ENG VESTIBULAR FUNCTION TESTING

The Secure Balance(TM) VNG Modules offer complete function analysis that is easy to administer and comfortable for the patient. The
lightweight goggle is designed with patient comfort in mind and versatility in fitting on a variety of patient populations. The Secure Balance(TM)
Video ENG improves upon limitations of previous measurement techniques.

Video images of the eyes are obtained without direct contact using high resolution cameras with infrared illumination. The eyes are visualized,
enabling simultaneous subjective evaluation, while eye position is analyzed by digital image processing to obtain vertical and horizontal eye
position.



The Examination Designer program within the goggle allows the creation of a patient's own test protocol. During the examinati on the test view
provides the patient with graphical data and immediate analysis while simultaneously displaying the eye images for subjective control during the
exam. The examiner can even type in comments while the test is in progress. These features greatly reduce the number of time consuming steps
often involved in generating test data.

The Secure Balance(TM) can produce clear and detailed color reports suitable for hardcopy storage. Reports collate patient details, traces,
analysis and display diagramsin an easy-to-read-format.

Theintegrated extensive database provides a practically unlimited storage capability. The database works with both the Secure
Balance(TM)/Alternate Systems.

The Secure Balance(TM) / Alternate Systems are integrated into the Interacoustics Medical PC platform. Thisis designed for convenient
trangportation around a clinic and the amount of extraneous equipment required is kept to a minimum.

HEALTHCARE COMPLIANCE SERVICES

Ingen Technologies, Inc. has contracted Total Healthcare Compliance to provide services for Secure Balance(TM) customers who purchase the
Balance & Fall Prevention program. The Secure Balance(TM) customer receives five hours of professional assistance from Total Healthcare
Compliance to incorporate accurate information regarding vestibular function testing and therapy. These servicesinclude, but are not limited to,
the following:

o CPT-Billing and ICD-9 Coding

o Proper and effective use of modifiers to ensure appropriate payment
0 Audit requirements and Claims processing

o Testing qualifications and supervision requirements

0 Strategies to minimize post-payment risk

0 Documentation strategies to improve profitability

EDUCATIONAL SERVICESAND SEMINARS

As part of our ongoing provision of services for Secure Balance (TM) purchasers, we offer periodic seminars and classesin al| aspects of the
operation of Secure Balance. These seminars feature nationally recognized expertsin our field.

1. BAFI(TM); OXYALERT(TM); OXYVIEW (TM); GASALERT(TM)

The company invented, patented, and produced the world's first (as known to management) wireless, digital, low gas warning system for
pressurized gas cylinders, known as BAFI(TM). Applicable markets include medical, safety & protection (Fire & Police), aircraft (commercial &
private), recreation vehicle & outdoor (propane), home & residential, construction (welding), military & many others. The Company's BAFI
(TM) line includes Oxyview (TM), which is currently being produced and sold, OxyAlert (TM) (currently awaiting FDA approval for
commencement of production and marketing) and GasAlert (TM) (currently on hold).

Our Oxyview(TM) product went into production after FDA registration in October of 2006. Our first sale of this product was on November 11,
2006. We have launched a marketing campaign and have entered into agreements with several distributors to sell Oxyview(TM) units. All
manufacturing of Oxyview(TM) units has been subcontracted with Accent Plastics. The Company is the registered manufacturer of
Oxyview(TM) and owns the tooling and molds on location at the manufacturing plant of Accent Plastics, Inc. The Company placed its first order
with Accent on October 20, 2006. The Company's arrangement with Accent is solely based on purchase orders from the Company and invoices
from Accent at an agreed price per unit.

Oxyview (TM), hasaU.S. (aswell asin the Peoples Republic of China, Japan and Europe) patent and trademark pending, and is a pneumatic
gauge that provides visua safety warning of oxygen flow to hospitalized patients. This product is designed to enhance the safety, assurance and
accuracy of hospitalized patients being administered oxygen from any source. Oxyview (TM) is alightweight pneumatic gauge that is attached to
the oxygen tubing just below the neck. It informs the nursing staff of oxygen flow rate near the patient. It is designed to quickly inform the
hospital staff of any leak or inaccuracy between the delivery source and the patient.



We havefiled for approval with the FDA to commence marketing of our OxyAlert(TM) units. Upon approval of the FDA, we will begin
marketing and sales of OxyAlert(TM). The OxyAlert(TM) system isintended to be used in monitoring oxygen intake pressure to arecipient of
supplemental oxygen. The caregiver is alerted when the oxygen level falls below a predetermined threshold. The OxyAlert Receiver Monitor is
an interface that provides the caregiver with visual or audio signals notifying them of the low oxygen levels.

Both the Oxyview (TM) and OxyAlert (TM) products are low-oxygen safety warning devices used on remote oxygen cylinders for patients,
commercial arcraft, military transport, and fire and safety equipment. OxyAlert(TM) technology encompasses the use of digital sensing and RF
frequency transfer so that care givers can access a hand-held remote to monitor the actual oxygen level of any oxygen cylinder at areasonable
distance.

Using the same patented and proprietary technology, the Company also plans to offer our GasAlert(TM) product; a device that i nterfaces between
any gas line and accessory, such as awater heater, dryer, stove or heater, to detect leaks. This is a mass consumer item. We do not have an
anticipated market date for GasAlert(TM).

We were issued two US Patents for our BAFI (TM) line: Patent No. 6,137,417 issued on October 24, 2000 and Patent No. 6,326,896 B1 issued on
December 4, 2001. Oxyview has a patent pending. We do not have international patents but have applied for patentsin the Peoples Republic of
China, Japan and Europe for Oxyview.

BAFI(TM) (and its progeny OxyAlert(TM), Oxyview (TM) and GasAlert(TM)); referred to hereinafter as our "BAFI(TM) product line") isa
product that offers technological innovations for various types of applications. Portable pressurized gas systems are categorized as Diameter
Index Safety Systems (D.1.S.S.) and are used for various applications. For example, oxygen gasis provided to patients for use in remote
locations. This ddlivery system is a standard medical application used in providing oxygen to patients suffering from various respiratory and
pulmonary diseases that result in oxygen deficiency within their blood stream. Oxygen systems are prescribed by physicians and made available
through various manufacturers and oxygen suppliers.

We believe our clinical tests have shown that BAFI(TM) isreliable, user-friendly and interfaces with most of the regulators available in the
market today. The BAFI(TM) interfaced with all oxygen cylinders.

The BAFI(TM) product lineisuniquein its ability to interface with most of the regulators and all of the pressurized gas cylinders. The use of
BAFI(TM) product line provides reliability and safety for the patients and other users. The user is periodically unaware of the pressure levels and
for thefirst time they can experience assurance through this real-time audio and visual warning system.

BUSINESS OPPORTUNITY

The Company is marketing Oxyview (TM) and intends to market OxyAlert(TM) within the medical industry. According to the American
Academy of Pulmonology and the New England Journal of Medicine, Pulmonology Publication, the patient market aloneis vast and includes
8,000,000 patientsin the United States and 22,000,000 worldwide, who use oxygen. Each patient uses multiple oxygen cylinders.

We believe the elderly population isincreasing significantly, and therefore, the market will continue to expand. Other markets for GasAlert(TM)
include millions of homes, barbeques, recreation vehicles, construction, military bases, commercial and private ai rcrafts, and government
facilities. Thereis no recognized competition.

PROFESSIONAL PRODUCTS

In order to promote sales of its BAFI (TM) line, the Company has established direct sales and marketing programs with manufacturer
representatives, and medical product distributors. Our direct marketing efforts will focus on a direct marketing campaign, infomercials, television
advertising and Internet marketing. The Company has contract agreements with independent representative organizations for aregional sales
network throughout North America, Asiaand Pacific Rim.

The Company is prepared to promote sales of our products in certain international markets. Company management will prepare for an
international market research report on the potential of its product lines overseas. With this report, the Company can evaluateits position to
pursue compliance of 1SO-9000 and CE certification for European countries. In order to sell our products in Europe, we need to comply with the
"1SO" standards which all United States manufacturers must adhere to. The CE certification is given upon meeting the gpplicable 1SO standard. It
is anticipated that the overseas market represents 50% of the world market for pressurized gas cylinders.

We believe that our clinical trials have shown the BAFI(TM) system to be an accurate and cost effective, real-time, pressurized gas warning
system that will alert the user when the gas levels are approaching empty. It offers a convenient method in warning users before the cylinders are
empty without the physical need to view the gauge. The BAFI(TM) components are water resistant, salt spray resistant, heat resistant, durable
and FDA approved.



INDUSTRY AND MARKETPLACE

Our BAFI(TM) product line fallsinto several categories including the health care industry, building supplies industry, recreation vehicles
industry and aircraft industry. We are establishing distribution avenues in the medical device industry, hospital and medical supplies, and the
consumer and ingtitutional health care supplies market.

THE HEALTH CARE INDUSTRY

Since the mid-1960's, the costs of health care have risen in gross disproportion to the general cost of living index. The United States alone spends
almost $2 trillion annually on health care (from the United States Department of Health and Human services web site). These expenditures are
forecast to increase into the foreseeable future, posing a serious thresat to the economy as well as financial health of families across the United
States. A general consensus exists that decisive action needs to be taken to strengthen existing control measures and implement effective new
proposals. It is our mission to provide these solutions for today by developing a cost effective product line for all applicable markets.

A significant contributing factor to the health care crisis has been the escalating costs of new medical technologies and the resulting higher costs
of in-hospital patient care. One cost containment strategy that is clearly gaining momentum is a reduction of technology costs, as well as an
increase in outpatient services. We believe our BAFI(TM) product line will contribute to safety and cost containment within the medical market
and further that our BAFI(TM) product line will provide convenience and assurance while traveling with the patient.

The prohibitive costs of medical facilities have engendered the appearance of a wide spectrum of consumer based home health care products and
managed care services. Such consumer activity reduces the economic burden of necessary health care. The managed care industry has structured
its primary care providers to act asthe "gate keeper”. The BAFI(TM) product line will be targeted for the oxygen supplier with referrals from a
primary care provider and pulmonary specialist through a manufacturing representative distribution network.

Government agencies and employer insurance liability carriers have incentive to reduce bottom-line expenditures, thereby creating target markets
for the BAFI(TM) product line. We believe the BAFI(TM) product line will offer a more cost-effective approach to decreasing the number of
empty tanks as compared to costs associated with accidental injuries from oxygen depletion and/or having to re-prime empty tanks.

THE MARKET

THE GASINDUSTRY IN GENERAL

We believe that the gas supply business represents annual revenues of several billion dollars and is mainly comprised of tank manufacturers,
gauge & regulator manufacturers, and gas suppliers. The Company's research has shown that the identified markets would be interested in
acquiring the BAFI(TM) system for their applications. The physician market continues to have an interest in providing BAFI(TM) unitsto their
patients by means of assurance and safety.

The BAFI(TM) technology was designed as a compliment to the current method of monitoring the pressure within gas cylinders. The BAFI(TM)
unit is adjustable and calibrated at 500PS| (pounds per square inch) in order to warn the user of pressure levels that fall below 500 PSI. Most
pressurized oxygen cylinders can hold 3000 PSI of gas. The BAFI(TM) will not be activated until the pressure reaches 500 PSI. This calibrated
setting is coherent with the existing gauges that are red-lined at 500PS| and is the current method for reading pressure. BAFI(TM) works
simultaneously with the gauge and provides the additional warning system that is now necessary in today's market. There are many instances
when the user is not attentive to the pressure reading. There are both cost factors and safety issues that result from having an empty cylinder.
When tanks are returned empty there are additional costs for priming the tank and replacing parts. The assurance BAFI(TM) provides for the user
is greatly enhanced.

OxyAlert(TM) improves the BAFI(TM) gauge methodology by allowing a digital read-out with remote data transmission to other caregivers, as
well as a safety gauge, with additional visual and audio aids, that warns the user of low oxygen levels. GasAlert(TM) appliesthe
OxyAlert(TM)/BAFI(TM) technology to other types of pressurized gas containers.

PRICING

The Company plansto price the medical devices so that a 45-50% gross margin is generated. The distributor price may likely be discounted from
time to time depending upon high volume commitments. We anticipate the retail cost of OxyAlert(tm) will bein the $300-$400 range.
GasAlert(TM)'s price has yet to be determined, but will be considerably lower. Oxyview (TM) isinitially being sold at aretail price of $14.95.

SALESAND MARKETING



Company management believes that the sales and marketing for these systems could be achieved with adirect factory sales force. However, with
the implementation of our sales and marketing program, the increase of sales will decrease production costs. The god is to reduce the system
manufacturing cost and maintain margins. The Company has established relationships and contracts with distribution and sales of its products and
services through various experienced distribution and marketing channels, including primarily medical device marketing, government marketing
and supplier outlets. The Company has recently introduced the BAFI(TM) product line through the medium of direct Internet marketing and
advertising, which is gaining wide recognition as an effective method of introducing products and driving customers to retail distribution
channels.

Anintegral part of the Company's marketing strategy, and a common theme to the marketing plan, isits complete proprietary product offering.
By offering a proprietary line of products and services, and promoting cost-effective and leading-edge identity, the Company can establish
permanent residency in major nationa and international medical supply outlets. This could afford the Company less resistance to new productsin
the future.

BAFI(TM) PRODUCT LINE MARKETING PROGRAM

The Company will have an initial national distribution plan. The plan will entail the expansion of development and distributi on of its products
and services, and the development of wholesale and retail distribution through an experienced marketing network, medical supply outlets,
government agencies and managed care organizations. The plan will also seek to garner the support of the medical community through the
sponsorship of ongoing research of oxygen delivery programs and devices. The Company continues to negotiate distribution programs with large
and experienced distributors.

1. Institutional Health Care Distribution

The Company's management has developed active relationships with physicians, hospitals and various suppliersin the United States and has
established adirect sales channel designed to build a network of health care institutional distributors to actively purchase the BAFI(TM) product
line.

The Company is preparing to significantly expand its direct sales program to government agencies, ingtitutions, health care providers, hospitals,
managed care organizations, urgent care centers, skilled nursing facilities and private industry. In doing so, management intends to appoint
regional sales managers in target regions throughout the United States. These regional sales managers will be charged with executing the
Company's direct sales efforts in their respective territories, specifically establishing new, active accounts. The Company has focused the early
thrust of its expanded marketing program within the United States. Management believes that thisis the best current practical opportunity.

2. Retail Distribution

The Company has appointed independent representatives to represent its products on aregional basis throughout the United States. Management
will continue to appoint other firms that have extensive physician/medical penetration and experience with medical products and continue to gain
digtribution through the vast and growing network of independent medical device chain outlets.

3. International Marketing Program

The Company intends to expand its product line in certain international markets. Management believes that the product is expected to be issued
various foreign patents and the regulatory approval to market in other countries. Currently the company has engaged Kimihira, Shimada &
Taylor, located in Torrance, California, to seek distribution rights within Asia and the Pacific Rim.

4. Direct Response Marketing Program

Anintegral part of the Company's sales and marketing strategy is the use of direct medical response advertising (“infomercials') within physician
waiting rooms and internet web site exposure, to introduce our products to the marketplace, achieve significant sales, and develop brand name
recognition. An infomercial can be described simply as a televised commercial or web site of up to six minutes in length, which demonstrates a
product or services and attempts to motivate the viewer to call atoll free telephone number and order the product or service. We are utilizing an
infomercial for our Secure Balance(TM) products and services and intend to produce infomercials for OxyAlert(TM), Oxyview and
GasAlert(TM) as soon as we can.

Theinfomercia has proven itself to be capable of literally revitalizing entire product categories. Because of its unique ability to provide for live
demonstration of a product to (up to) millions of people simultaneously; theinfomercial has transformed several previously small, sleepy product
categoriesinto industry leading growth segments.



Unique to the infomercial marketing technique, products can generally be sold at relatively high prices (compared to traditional retail) because
the product's usefulness and value can be established through demonstration. The higher price of an infomercial product actually pays for the
higher selling costs associated with the purchase of mediatime.

Through our sales and marketing division, the Company has established a relationship with several web site developers to establish ajoint
infomercial marketing venture for the BAFI(TM) product line and services. The Company intends to explore the advisability of establishing such
an arrangement regarding future products, as well as the prospects of developing our own infomercial marketing program.

5. Independent Representative Network

A principal component of the BAFI(TM) marketing strategy involves distribution of our product line through major national and regional medical
marketing networks. Company management, together with key senior consultants, has extensive contacts and rel ationships with i ndependent
representative firms throughout the United States. Ultimately, management intends to secure distribution contracts with 400 or more brokers,
marketing consultants, and special instrument dealers (SID's) to spearhead the Company's sales campaign in acceptable market areasin the
United States. At such time as BAFI(TM) has achieved adequate market penetration in the initial markets, and as production, logistics, financing,
and operational capabilitiesincrease, the Company intends to expand our market representation and continue to expand in new markets.

The Company has allocated a substantial portion of our distribution network to advertising and promotion, including the production of 10 minute
(and longer) infomercials, and web sites designed to promote viewership of the infomercial and product lines.

The Company has approached major medical supplies direct mail catalog houses, and other magazine supply catalog operators for representation
and sales through such publications. The Company may choose to market through catalogs under a special brand name.

6. Advertising & Promoation

The primary objective of the Company's advertising and promational endeavors is to establish the BAFI(TM) product line name and image as the
top manufacturer of leading-edge and cost effective gas warning alert system products and services within the industry.

The Company'sinitial architecture for our advertising campaign is being built around the perceived cost advantages of the BAFI(TM) product
lines' systems, including its applications and importance. The message will also seek to project the preparedness and peace of mind that comes
from owning the product dedicated to their clinical and corporate ligbilities.

Concurrently, management is of the opinion that these same efforts will reinforce the Company's wholesale program by increasing brand name
awareness among chain and independent buyers. To accomplish these objectives, the Company will employ a variety of proven marketing
communications techniques, to include but not be limited to, on-site demonstrations of the product, national and regional exhibits, regional and
local institutional advertising, and co-op advertising and promotions.

COMPETITION

The BAFI(TM) product line constitutes unique warning devices. The audio and visual warning system enhances the safety and assurance of all
portable pressurized gas delivery systems and continues to be compatible with all portable pressurized gas cylinders as a compliment to their
existing paradigm.

We haveidentified two United States companies as potential competition in this market. However, neither company currently has a product for
the pressurized gas tank market, nor have they been able to deliver the designed product they have claimed in an expired patent. Therefore,
management believes there are currently no competitors and that the market is wide open.

BAFI(TM) PRODUCT LINE PATENTSAND TRADEMARKS

The Company was notified by the US Patents and Trademarks Office that the patent was issued on 10/24/2000 (Patent Number 6,137,417) and
that the examiner had approved all 20 claims. A second patent has been filed and approved. The name BAFI(TM) has been trademarked.

The patent search revealed that there are no similar devices like BAFI(TM) for portable oxygen gas cylinders. As of the end of thisfiscal year, we
are still not aware of similar devices in the marketplace.

PRODUCT LIABILITY



Beginning with the design phase of product devel opment, the Company has incorporated preventive measures aimed at reducing its potential
exposure to liability risk. The Company's product development and manufacturing program includes high product reliability standards meant to
result in high mean times between failures (MTBF). The Company plans to achieve a high MTBF factor by pursuing strict quality control
procedures and by holding its manufacturing partners to such high standards by written contract. By designing and manufacturing areliable, high
quality product, the Company will minimize, but not eliminate, the possibility and occurrence of defective products.

The manufacturing and marketing of the Company's products, incorporating new and unproved technology, has inherent risk. No one can be sure
how each product will operate over time and under various conditions of actual use. Even if the products are successfully manufactured and
marketed, the occurrence of warranty or product liability, or retraction of market acceptance due to product failure or failure of the product to
meet expectations could prevent the Company from ever becoming profitable. Development of new technologies for manufactureis frequently
subject to unforeseen expenses, difficulties and complications, and in some cases such development cannot be accomplished. In the opinion of
management, the products, and services, as designed, have many positive attributes, but such attributes must be balanced against limited field
operating experience and unknown technological changes.

GOVERNMENT REGULATION

MEDICAL DEVICE APPROVAL PROCESS. Medical devices are regul ated by the Food and Drug Administration (“FDA") according to their
classification. The FDA classifies amedical device into one of three categories based on the device's risk and what is known about the device.
The three categories are as follows:

o Class | devices are generally lower risk products for which sufficient information exists establishing that general regulatory controls provide
reasonable assurance of safety and effectiveness. Most class | devices are exempt from the requirement for pre-market notification under section
510(k) of the Federal Food, Drug, and Cosmetic Act. FDA clearance of a pre-market notification is necessary prior to marketing a non-exempt
class | devicein the United States.
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o Class || devices are devices for which general regulatory controls are insufficient to provide a reasonable assurance of safety and effectiveness
and for which there is sufficient information to establish special controls, such as guidance documents or performance standards, to provide a
reasonable assurance of safety and effectiveness. A 510(k) clearance is necessary prior to marketing a non-exempt class 11 device in the United
States.

o Class |11 devices are devices for which thereis insufficient information demonstrating that general and special controls will provide a
reasonable assurance of safety and effectiveness and which are life-sustaining, life-supporting or implantable devices, or devices posing
substantial risk. Unless a device is a preamendments device that is not subject to a regulation requiring a Premarket Approval ("PMA™), the FDA
generally must approve a PMA prior to the marketing of aclass 11 device in the United States.

The company's BAFI(TM) product line and Secure Balance(TM) are "Class-11" devices.

LABELING AND ADVERTISING. The nature of marketing claimsthat the FDA will permit usto makein the labeling and advertising of our
medical deviceswill be limited to those specified in our FDA 510(k)s. Should we make claims exceeding those that are warranted, such claims
will constitute a violation of the Federal Food, Drug, and Cosmetics Act. Violations of the Federal Food, Drug, and Cosmetics Act, Public Health
Service Act, or regulatory requirements at any time during the product development process, approval process, or after approval may result in
agency enforcement actions, including voluntary or mandatory recall, license suspension or revocation, 510(k) withdrawal, sei zure of products,
fines, injunctions and/or civil or criminal penalties. Any agency enforcement action could have a material adverse effect on us. The advertising of
our products will also be subject to regulation by the Federal Trade Commission, under the FTC Act. The FTC Act prohibits unfair methods of
competition and unfair or deceptive actsin or affecting commerce. Violations of the FTC Act, such as failure to have substantiation for product
claims, would subject usto a variety of enforcement actions, including compulsory process, cease and desist orders, and injunctions. FTC
enforcement can result in orders requiring, among other things, limits on advertising, corrective advertising, consumer redress, and restitution.
Violations of FTC enforcement orders can result in substantial fines or other penalties.

FOREIGN REGULATION. Outside the United States, our ability to market our products will also depend on receiving marketing authorizations
from the appropriate regulatory authorities. The foreign regulatory approval process includes all of the risks associated with FDA procedures
described above. The requirements governing the conduct of clinical trials and marketing authorization vary widely from country to country.

INTELLECTUAL PROPERTY

Patents, trademarks and trade secrets are essential to the profitability of our products, and our company policy isto pursue intellectual property
protection aggressively for al our products. We have 2 patents for our BAFI(TM) product line. We have atotal of 4 trademarks for our products.
A summary of the patents and trademarksis provided in the following table:

TRADEMARKS



1. Mark OXYALERT (Block letters)

Ser ./App. No. 78-609846

Int'l Class9 - Electrical and Scientific Apparatus Goods/Services

ELECTRONIC MONITORING AND ALARM SYSTEMSFOR PRESSURE LEVELSIN GASCYLINDERS
Filing date: April 15, 2005

2. Mark GASALERT (Block letters)

Ser /App. No. 78-609809

Int'l Class9 - Electrical and Scientific Apparatus Goods/Services
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ELECTRONIC MONITORING AND ALARM SYSTEMSFOR PRESSURE LEVELSIN GASCYLINDERS
Filing Date: April 15, 2005

3. Mark SECURE BALANCE (Block letters)

Ser ./App. No. 78-570158

Int'l Class 10 - Medical Apparatus Goods/Services

MEDICAL DIAGNOSTIC EQUIPMENT FOR VESTIBULAR FUNCTION TESTING AND DYNAMIC POSTUROGRAPHY AND
RELATED SOFTWARE SOLD AS A UNIT, AND INSTALLATION AND TRAINING IN THE USE THEREOF

Filing date: February 17, 2005

4. Mark BAFI

Ser /App. No. 75-873947

Registration No. 2406214

Int'l Class9 - Electrical and Scientific Apparatus Goods/Services

ELECTRONIC MONITORING AND ALARM SYSTEMSFOR PRESSURE LEVELSIN GASCYLINDERS
Filing date: December 18, 1999

Registration date; November 21, 2000

UNI TED STATES PATENTS ABSTRACT

Patent No. 6, 137,417 A war ni ng device configured for renovable
mounting in conbination with a high

Date issued: Cctober 24, 2000 pressure gas cylinder and a regul ator used
to regul ate the high pressure gas supplied

Date expires: My 24, 2019 by the cylinder. The device conpression

mount s between the regul ator and tank
outl et on conventional portable oxygen and
gas supply systens using a specially



configured mani fol d.

The device features one or a conbination
of alarms, froma group including audio,
visual, electronic and renotely
transnmitted al arns.

These alarns are activated by a pressure
switch nmonitoring the remaining supply in
the gas cylinder through a conduit in the
mani f ol d.

The alarm signal fromthe device alerts
the user, or athird party nonitoring the
user, of current tank pressure or will
sound an al arm when renai ni ng hi gh
pressure gas inside the gas cylinder drops
bel ow a predeterm ned | evel.

Pat ent No. 6, 326,896 Bl A war ni ng devi ce configured for renpvable
mounting in conbination with a high

Dat e i ssued: Decenber 4, 2001 pressure gas cylinder and a regul ator used
to regul ate the high pressure gas supplied

Date expires: Cctober 24, 2020 by the cylinder.

The devi ce conpressi on nounts between the
regul ator and tank outlet on conventional
portabl e oxygen and gas supply systens
using a specially configured manifold.

The device features one or a conbination
of alarms, froma group including audio,
visual, electronic and renotely
transmtted al arns.

These alarns are activated by a pressure
switch nmonitoring the remaining supply in
the gas cylinder through a conduit in the
mani f ol d.

The alarmsignal fromthe device alerts
the user, or a third party nonitoring the
user, of current tank pressure or wll
sound an al arm when renai ni ng hi gh
pressure gas inside the gas cylinder drops
bel ow a predeterm ned | evel.
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A U.S. Provisiona Patent, #60/780980, has been issued for Oxyview. Additionally, a U.S. formal patent application has been submitted along

with formal applications to the Peoples Republic of China, Japan and Europe. We also have U.S. trademarks pending for both Oxyview and Pure
Produce.

MANUFACTURING
We do not manufacture our products in-house. We have or will have contracts for the manufacture of our products (depending on the product).

Our Secure Balance(TM) systems (the equipment) are sold to us for resale on a"private label" basis, we have no part in the design or
manufacture of the systems. We hire sales representatives to sell Secure Balance(TM). These representatives are paid on a contractual basis and
are not technically our employees. We have outsourced the manufacturing of our Oxyview(TM) product and plan on doing the same with our
OxyAlert (TM) and GasAlert(TM) products. We currently sell the Oxyview (TM) product and will sell the other products utilizing a distribution
network that will not include the use of Company employees.

I1l. PURE PRODUCE

PURE PRODUCE - A DEVELOPING PRODUCT



We have an agreement in place with AgrowWor, Inc., acompany affiliated with one our directors, Christopher A. Wirth. This agreement relates
to Pure Produce, an AgroWorx line of plant products. We will work in concert with AgroWorx to develop production facilities and market the
products grown therein.

Thefirst Ingen Technologies, Inc. Pure Produce facility will be designed to offer vegetable growth efficiency, without pesticides. The Agro-
facility will offer the most efficient use of water and energy conservation technologically available, while offering the best method for insulator
towards food security available to us.

The main competitive advantage of the facility, if operational, will be to deliver off-season, high profit margin gourmet vegetables, herbs and
edible flowers. The produce grown can be customized for local consumption or be grown for specific export markets.

PLAN OF OPERATION FOR PURE PRODUCE
Our development plans for Pure Produce are currently suspended, pending the full launch of our BAFI product line and additional funding.

The Pure Produce product is a research and development program. This program uses hydroponics and aeroponics technology to grow various
plants and herbs without the use of soail, fertilizer and other chemicals. We anticipate entering the nutriceutical and pharmaceutical markets over
the next two years. We estimate that the amount of funding required for the project is as much as $2 million to construct and operate our first Pure
Produce facility.

Thefacilities themselves will be built with traditional construction methods and designed for multiple uses (the better for re-sale and appraisal
purposes). We intend to lease the facility, once constructed, to Pure Produce. Our prototype building design will be for about 12,000 square feet,
with room for delivery truck and staff parking, on aminimum half acre of land (up to 2 acresif we build alarger facility | ater, perhaps double the
size of our prototype).

We anticipate hiring staff to plant and grow the produce (one person per facility), to maintain the premises (one person per facility), to sell the
produce (one person per facility, unless the facilities are near enough to each other or share the same immediate market area). Temporary help
will be hired when the produce is planted and harvested. We anticipate hiring 3 full-time employees to staff our first Pure Produce facility. One of
our directors, Christopher Wirth, is contemplated to be paid $3,000 per month as a consultant.

Wewill require additional capital and/or Pure Produce net earnings to construct and operate more than one Pure Produce fecility.
RESEARCH AND DEVELOPMENT

Over the last two fiscal years, we have not spent any amount on research and devel opment.

EMPLOYEES

Our wholly owned subsidiary currently has five full-time employees. Our company is a holding company formed in Georgia that owns or has
rights to certain proprietary products and operates our business through our subsidiary, Ingen Technologies, Inc., a Nevada company. Mr. Scott
R. Sand, our CEO, Founder and Chairman is employed under an employment agreement with the Company. This agreement was effecti ve as of
September 21, 2006. Under itsterms Mr. Sand is entitled to $200,000 per year for aperiod of five years and 300,000 shares of common stock per
year. As of May 31, 2007, Mr. Sand is due $113,356 in accrued and unpaid salary under his employment agreement.
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ITEM 2. PROPERTIES

We do not own real property. We lease approximately 2,000 square feet of office spacein Yucaipa, Californiaat a current rental rate of
approximately $1,550 per month under the terms of two lease agreements (each for $775 per month). One lease expires on April 1, 2008 and the
second expires on December 31, 2009. We also rent, on an oral month-to-month basis, a portion of our Chief Executive Officer, Scott R. Sand's
personal residence as a second office for Mr. Sand and for storage space. The rental on thisfacility is $1,400 per month for about 1,200 square
feet of office and storage space. These facilities are adequate for our current requirements.

ITEM 3. LEGAL PROCEEDINGS

We are not currently a party to any material pending litigation or other material legal proceeding. We may from time to time become a party to
legal proceedings arising in the ordinary course of our business.

ITEM 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS



None.
PART Il

ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERSAND SMALL BUSINESSISSUER
PURCHASES OF EQUITY SECURITIES

MARKET INFORMATION

Our common stock trades on the "Pink Sheets." Our common stock traded under the symbol "IGTN" until December 5, 2005 and after December
8, 2005, under the trading symbol "IGTG." The following table was supplied to us by Pink Sheets management and sets forth the high and low
prices for our common stock as reported from June 1, 2005 to May 31, 2007, our last two fiscal years. The quotations reflect inter-dealer prices
without retail markups, markdowns, or commissions and may not represent actual transactions. The prices prior to December 5, 2005 have been
adjusted for the forty to one reverse stock split.

TRADING INFORMATION AS REPORTED BY THE NATIONAL ASSOCIATION OF SECURITIES DEALERS COMPOSITE FEED OR
OTHER QUALIFIED INTER-DEALER QUOTATION MEDIUM. THE PRIMARY STOCK MARKET LISTING ISNOTED.

CLOSI NG BID

H GH Low
JUNE 1
THRU 1.64 0.104
AUG 31, 2005
SEPT 1
THRU 2.20 0. 136
NOV. 30, 2005
DEC. 1, 2005
THRU 0. 27 0. 06
Feb. 28, 2006
MAR. 1, 2006
THRU
MAY 31, 2006 0. 44 0. 065
JUNE 1
THRU 0.13 0.05
AUG. 31, 2006
SEPT 1
THRU 0. 07 0.03
NOv. 30, 2006
DEC. 1, 2006
THRU 0. 07 0.04

Feb. 28, 2007

MAR. 1
THRU
May 31, 2007 0.06 0.03
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On May 31, 2007, there were 604 stockholders of record of our common stock. This number does not include beneficial owners of the common
stock whose shares may be held in the names of various dealers, clearing agencies, banks, brokers and other fiduciaries.

We have never paid any dividends on our common stock and do not plan to pay dividends on our common stock for the foreseeable future. We
currently intend to retain future earnings, if any, to finance operations, capital expenditures and the expansion of our business.



EQUITY COMPENSATION PLANS

Thefollowing table sets forth as of May 31, 2007 compensation plans (including individual compensation arrangements) under which equity
securities of the company are authorized for issuance:

Equity Compensation Plan Infor mation

Pl an Category Nunmber of securities to be
i ssued upon exercise of Wei ght ed- aver age exerci se

Number of securities remaining

out standi ng options, warrants price of outstanding
avail abl e for future issuance

and rights (a) options, warrants and
under equity conpensation
rights (b)

pl ans (excl udi ng securities
reflected in colum (a)) (c)
Equity conpensation pl ans
approved by security hol ders 0 0

Equity conpensation pl ans
not approved by security holders 1,000,000 shares of Series A $. 04
20, 000, 000 shares of commmon stock
Preferred Stock (1)
7,000, 000 shares of Series A

Preferred Stock (2)(3)

Tot al 1, 000, 000 shares of Series A $. 04
20, 000, 000 shares of comon stock

Preferred Stock(1)
7,000, 000 shares of Series A

Preferred Stock (2)(3)

(1) Weissued options to purchase 1,000,000 shares of Series A Preferred Stock to Peter Wilke, our general counsel. The option priceis $0.04 and
thetermisfive years.

(2) On January 22, 2007, we approved the January 2007 Non-Qualified Stock Plan (the "Plan"). The purpose of the Plan isto compensate key
employees, advisors, service providers and consultants by issuing them shares of its common stock or options to purchase shares of common
stock in exchange for services rendered. We authorized up to 20 million shares of our common stock and up to 8 million shares of our preferred
stock for issuance under the Plan.

(3) In November 2006, in connection with an agreement to purchase the rights of Oxyview((TM)) from Francis McDermott, we agreed to issue
Mr. McDermott options to purchase 2,000,000 shares of common stock at an exercise price of $.06 per share. The option will beissued only upon
the sale of at least 1,000,000 units of Oxyview((TM))and terminate five years thereafter.

RECENT SALESOF UNREGISTERED SECURITIES

During the quarter ended May 31, 2007, we sold the following securities without registration under the Securities Act of 1933 in reliance on the
exemption contained in Section 4(2) and/or Regulation D promulgated thereunder. No general solicitation or advertising was used in connection
with the sale of the shares and all shares were issued with arestrictive legend.

Common Stock



@) In March 2007, weissued atotal of 40,000 shares of its restricted common stock to three individuals and entiti es. The stock was issued for
commissions on SecureBalance(TM) sales. We valued this stock at $0.05 per share, which was the closing price of the common stock on the date
of issuance.

b) In April 2007, we issued 10,000 shares of its restricted common stock to one entity. The stock was issued for commissions on
SecureBalance(TM) sales. We valued this stock at $0.04 per share, which was the closing price of the common stock on the date of issuance.
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¢) In May 2007, we issued 500,000 shares of its restricted common stock to Physical Rehabilitation Management Services, Inc. ("PRMS") as
consideration for adistribution agreement entered into between PRM S and the Company. We valued this stock at $0.015 per share, which was
50% of the closing price of the common stock on the date of issuance.

d) In May 2007, we issued 900,000 shares of its restricted common stock to itsdirectorsin lieu of director's fees. Each director received 100,000
shares of common stock, with the exception of Scott Sand who received 300,000 shares. This stock was valued at $0.03 per share, which was the
closing price of the common stock on the date of issuance.

Preferred Stock

On May 23, 2007, the Company's CEO, Scott Sand converted $100,000 in debt (comprised of $4,689 in unreimbursed expenses paid on behalf of
the Company and $95,311 in accrued salary) into 4,444,444 shares of the Company's Series A Preferred Stock. The stock was val ued at $0.0225
per share, which was 75% of the trading price of the Company's common stock at the time of the issuance.

ITEM 6. MANAGEMENT'SDISCUSSION AND ANALYSIS

THE DISCUSSION IN THIS SECTION CONTAINS CERTAIN STATEMENTS OF A FORWARD-LOOKING NATURE RELATING TO
FUTURE EVENTS OR OUR FUTURE PERFORMANCE. WORDS SUCH AS"ANTICIPATES," "BELIEVES," "EXPECTS," "INTENDS,"
"FUTURE," "MAY" AND SIMILAR EXPRESSIONS OR VARIATIONS OF SUCH WORDS ARE INTENDED TO IDENTIFY FORWARD-
LOOKING STATEMENTS, BUT ARE NOT THE ONLY MEANS OF IDENTIFYING FORWARD-LOOKING STATEMENTS. SUCH
STATEMENTS ARE ONLY PREDICTIONS AND ACTUAL EVENTS OR RESULTS MAY DIFFER MATERIALLY. IN EVALUATING
SUCH STATEMENTS, YOU SHOULD SPECIFICALLY CONSIDER VARIOUS FACTORS IDENTIFIED IN THIS REPORT, INCLUDING
THE MATTERS SET FORTH UNDER THE CAPTION "BUSINESS RISKS," WHICH COULD CAUSE ACTUAL RESULTS TO DIFFER
MATERIALLY FROM THOSE INDICATED BY SUCH FORWARD-LOOKING STATEMENTS.

OVERVIEW

We are amedical device manufacturer and service provider for medical and consumer markets both domestic and abroad. All of our
manufacturing is currently subcontracted. We have four products, two of which are currently generating revenues (Secure Balance(TM) and
Oxyview(TM)). The other oxygen and gas monitoring safety devices in our BAFI product line that are till being developed are OxyAlert(TM)
and GasAlert(TM).

GasAlert(TM) development is currently "on hold" and we do not intend to focus on it until we have Oxyview(tm) and OxyAlert(TM) ina
production and sales mode. We also have an agri-business concept known as Pure Produce, which involves establishing soil-less indoor farming
facilities near population centers to grow food and neutriceuticals. Our development plans for Pure Produce are currently suspended, pending the
full launch of our BAFI product line and additional funding.

Our Oxyview(TM) product went into production after FDA registration in October of 2006. Our first sale of this product was on November 11,
2006. We have launched a marketing campaign and have entered into agreements with several distributors to sell Oxyview(TM) units. All
manufacturing of Oxyview(TM) units has been subcontracted with Accent Plastics. The Company is the registered manufacturer of
Oxyview(TM) and owns the tooling and molds on location at the manufacturing plant of Accent Plastics, Inc. The Company placed itsfirst order
with Accent on October 20, 2006. The Company's arrangement with Accent is solely based on purchase orders from the Company and invoices
from Accent at an agreed price per unit.

We havefiled for approval with the FDA to commence marketing of our OxyAlert(TM) units. Upon approval of the FDA, we will begin
marketing and sales of OxyAlert(TM).

Our business plan isto continue our efforts to increase the market share for Secure Balance(TM) and to continue with the world-wide sales of one
of our BAFI(TM) product lines, Oxyview(TM). We will also continue to develop OxyAlert(TM) if funds allow. The marketing costsincurred to
increase the sales of Oxyview(TM) could be quite substantial.



We have had sales revenuesin each of our last two fiscal years of $846,783 in the year ended May 31, 2006 and $720,678 in the fiscal year ended
May 31, 2007. We anticipate reversing the slight downward trend in our sales figures by continuing to build our Secure Balance(TM) brand
recognition in the market and intensify our efforts for market penetration. Further, with the launching of our Oxyview (TM) product in November
of 2006, we hope to increase sales of this product.
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We have had significant losses since inception. Our net loss for the past two fiscal years ended May 31, 2007 and May 31, 2006 have been
$5,061,482 and $1,602,827, respectively. We anticipate that we will continue to incur substantial additional operating losses in our fiscal year
ending May 31, 2008 as we continue to develop our BAFI(TM) product line, begin manufacturing and marketing of OxyAlert and continue to
seek anincrease in Secure Balance(TM) sales.

As of May 31, 2007, we had an accumulated deficit of $13,561,471 (up from $8,168,218 as of May 31, 2006).
CRITICAL ACCOUNTING POLICIES

Our significant accounting policies are disclosed in Note 2 to our audited, consolidated financial statements. Certain of our policies require the
application of management judgment in making estimates and assumptions that affect the amounts reported in the consolidated financial
statements and disclosures made in the accompanying notes. Those estimates and assumptions are based on historical experience and various
other factors deemed to be applicable and reasonable under the circumstances. The use of judgment in determining such estimates and
assumptionsis by nature, subject to a degree of uncertainty. Accordingly, actual results could differ from the estimates made.

RESULTS OF OPERATIONS

We reported gross sales of $720,678 in the fiscal year ended May 31, 2007. Our total sales fell 15% from sales of $846,783 in our fiscal year
ended May 31, 2006. Our sales decrease was attributable to less sales of our Secure Balance (TM) product. Our Secure Balance (TM) sales were
$704,490 in the current fiscal year, compared to $846,783 in the prior year. Management attributes the drop in Secure Balance(TM) salesin
comparison to ayear ago to achange in billing practices of Medicare. The government "changed” the rules, telling physicians that they could not
utilize the balance therapy equipment in their offices without having alicensed physical therapist on hand while the equipment was in use.
Therefore, for a period of time, only physicians willing to bring physical therapists into their offices were willing to purchase or lease Secure
Balance(TM). However, after an outcry from physicians, management has learned that M edicare's decision has been reversed. It is management's
understanding that now Secure Balance(TM) can be utilized by physicians, in their offices without the need to have a physical therapist present,
aslong asthe useis"incident” to their practices. As aresult, Management expects Secure Balance(TM) sales to increase. Further, our sales of
Oxyview (TM) are anticipated to increase from current levels of $5,695 as we expand sales channels. We also reported $10,492 in freight charges
that we collected and recorded asincome in the fiscal year ended May 31, 2007.

Our cost of saleswas $452,100 in the fiscal year ended May 31, 2007 and our gross profit was $268,578 (a gross margin of 37.3%). We reported
cost of sales of $301,118 in the fiscal year ended May 31, 2006 with a gross profit of $545,665 (a gross margin of 64.4%). The large differencein
the gross margin from the current fiscal year compared to the prior year is primarily related to a change in accounting treatment of commissions
and other direct cost of sales (including costs by the Company to install Secure Balance (TM) units and to train the customers to use the
machine). All of these costs allocated to cost of sales are contractual obligations of the Company directly related to the sale of the Secure Balance
(TM) units. The Company would have reported total cost of sales of $540,231 in the fiscal year ended May 31, 2006 had the Company utilized
this same accounting treatment for its commissions and other related expenses now classified as costs of sales. Thiswould have resulted in a
gross profit of $306,552 and a gross margin of 36.2%, nearly the same as the gross margin in the fiscal year ended May 31, 2007.

Our sdlling, general and administrative expenses were $1,882,221 in the fiscal year ended May 31, 2007. Thiswas a decrease of approximately
12.2% from the selling, general and administrative expenses of $2,143,840 reported in the fiscal year ended May 31, 2006. With the adjustment
for the changein cost of sales discussed above, the selling, general and administrative expenses would have been $1,904,727 in the fiscal year
ended May 31, 2006.

Due to entering into $1,915,000 in convertible note agreements, our interest expense has increased dramatically. We reported interest expense of
$3,852 in our fiscal year ended May 31, 2006. Our interest expense in the current fiscal year was $5,028,485. The bulk of this current interest
expense relates to the accounting treatment of the convertible feature of the notes payable. The interest expense accrued on the notes payable was
equal to $44,109 for the year ended May 31, 2007. The other interest charges related to the amortization of debt issue costs, amortization of note
discount and other financing costs were $4,984,376.

We reported income due to the change in our derivative liability in the amount of $1,583,636 in the fiscal year ended May 31, 2007. This was the
first year we reported such income. Thisincome was generated as a result of the Company's treatment of certain convertible notes payable and
warrants. The Company is required to value the convertible feature of each convertible note and also value the warrants when they are issued.
The valuation was done again as of May 31, 2007. The changes in these values, which are based on a Black Scholes valuation, have been
recorded asincome. The net difference of the Black Scholes valuation at the time of the issuance of the debt and warrants compared to the
valuation as of May 31, 2007 resulted in the Company reporting income of $1,583,636 (the derivative liability decreased between the time of
issuance of the warrants and debt and May 31, 2007).
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We have not generated net profit to date and therefore have not paid any federal income taxes since inception. We paid $1,215 and $800 in
franchise taxes to the state of Californiain the fiscal years ended May 31, 2007 and 2006, respectively. We aso made atax payment to the state
of Georgiaof $1,775 in the current fiscal year. We estimate that our federal tax net operating loss carryforward will be approximately $4.6
million as of May 31, 2007. This carryforward was equal to $3,009,598 as of May 31, 2006. The loss carryforward will begin to expirein 2019, if
not utilized. Our ability to utilize our net operating loss and tax credit carryforwards may be limited in the event of a change in ownership.

LIQUIDITY AND CAPITAL RESOURCES

At May 31, 2007, our current assets totaled $119,465 (including cash of $238, inventory of $85,594 and prepaid expenses of $33,633). Total
current liabilities were $380,018, consisting of $84,517 in accounts payable, $196,620 in accrued expense, $84,342 in an officer's loan and
$14,539 representing the current portion of long-term debt. We had $720,678 of salesin thefiscal year ended May 31, 2007 and sales of
convertible debentures on which we netted $1,566,800. Our finances were assisted by deferments from our CEO and Chairman Scott R. Sand.
Mr. Sand accrued $96,667 in salary in the fiscal year, although he converted $95,311 of this accrued salary into preferred stock. As of May 31,
2007, we owed Mr. Sand $113,356 in accrued salary and an additional $84,342 for expenses that he has paid on behalf of the Company.

Our future cash requirements will depend on many factors, including finishing the development of our BAFI(TM) product line (largely
completed, as our Oxyview product is now being sold), the costsinvolved in filing, prosecuting and enforcing patents, competing technol ogical
and market developments and the cost of product commercialization for OxyAlert in particular, aswell as our ongoing Secure Balance(TM) and
Oxyview sales efforts. We intend to seek additional funding through public or private financing transactions. Successful future operations are
subject to anumber of technical and business risks, including our continued ability to obtain future funding, satisfactory product development and
market acceptance for our products.

OFF-BALANCE SHEET ARRANGEMENTS

We do not have off-balance sheet arrangements, financings, or other relationships with unconsolidated entities or other persons, also known as
"special purpose entities" (SPES).

MATERIAL COMMITMENTS

Convertible Notes Payable - The Company has entered into convertible debenture agreements that total $2,025,000 in the fiscal year ended May
31, 2007. As of the end of the fiscal year, $1,915,000 of these notes were issued. The remaining $110,000 was received by the Company in June
2007. As of May 31, 2007, these notes were convertible into 95,750,000 shares of the Company's common stock. Additionally, the note holders
(or their affiliates) were granted options to purchase up to 29,000,000 shares of the Company's common stock. If all of the notes were converted
and the warrants were exercised, the noteholders could own more than fifty percent of the Company's outstanding common stock, however under
the terms of the agreements the noteholders can not convert their notes into holdings that would exceed 4.99% of the Company's outstanding
common stock. The notes were entered into under the terms of three different agreements.

On July 25, 2006, the Company entered into a Security Purchase Agreement (the "Agreement”) and agreed to issue and sell (i) callable secured
convertible notes up to $2 million, and (ii) warrants to acquire an aggregate of 20 million shares of the Company's common stock. The notes bear
interest at 6% per annum, and mature three years from the date of issuance. The notes are convertible into the Company's common stock at the
applicable percentage of the average of the lowest three trading prices for the Company's shares of common stock during the twenty trading day
period prior to conversion. The applicable percentage is 50%; however, the percentage shall beincreased to: (i) 55% in the event that a
Registration Statement is filed within thirty days from July 26, 2006, and (ii) 60% in the event that the Registration Statement becomes effective
within one hundred and twenty days from July 26, 2006. Since the Company has not had a Registration Statement become effective as of the date
of this Report, the applicable percentage will be 50%. At May 31, 2007, only $1.5 million of the convertible notes were funded.

The Company may prepay the notes in the event that no event of default exists, there are sufficient number of shares availabl e for conversion, and
the market priceis at or below $0.10 per share. In addition, in the event that the average daily price of the common stock, as reported by the
reporting service, for each day of the month ending on any determination date is below $0.10, the Company may repay a portion of the
outstanding principal amount of the notes equal to 101% of the principal amount thereof divided by thirty-six plus one month'sinterest. The full
principal amount of the notes is due upon default under the terms of the Notes. In addition, the Company has granted the investors a security
interest in substantially all of its assets and intellectual property as well as registration rights.
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The Company received thefirst traunch of $700,000 on July 27, 2006, less issuance costs of $295,200, the second traunch of $600,000, less
issuance costs of $13,000 on August 30, 2006, and the third traunch of $200,000 was received on January 24, 2007.

The Company issued seven year warrants to purchase 20,000,000 shares of its common stock at an exercise price of $0.10.



The Company filed a SB-2 registration statement with the SEC on August 25, 2006 for the securities underlying the agreement; however, a
registration withdrawal request was filed with the SEC on October 31, 2006. The Company intends on filing anew SB-2 to register the
underlying shares of these convertible notes and 6 million additional shares onceit has cured its delinquent filings with the SEC.

Theissuance costs incurred in connection with the convertible notes are deferred and being amortized to interest expense over the life of each
debenture traunch.

On June 7, 2006, the Company entered into an agreement with an accredited investor for sale of a convertible debenture. The Company received
proceeds of $75,000 from the sale of the convertible debenture on June 7, 2006. The debenture is convertible at any time within athree year
period into 3,750,000 shares of common stock at $0.02 per share. The debenture carries an interest rate of 6% per annum, and payable annually.
In the event that the debenture is not converted to common stock, any unpaid balance, including interest and the principal, becomes due on May
31, 2009.

On March 15, 2007, the Company entered into a Security Purchase Agreement (the " Agreement") and agreed to issue and sell (i) callable secured
convertible notes up to $450,000, and (ii) warrants to acquire an aggregate of 9 million shares of the Company's common stock. The callable
secured convertible notes (4 notes, $450,000 total loan principal; 3 year term; 6% annual interest, 15% annual "default interest") are convertible
into shares of our common stock at a variable conversion price based upon the applicable percentage of the average of the lowest three (3)
Trading Prices for the Common Stock during the twenty (20) Trading Day period prior to conversion. The "Applicable Percentage" means 50%;
provided, however, that the Applicable Percentage shall be increased to (i) 55% in the event that a Registration Statement is filed within thirty
days of the closing and (ii) 60% in the event that the Registration Statement becomes effective within one hundred and twenty days from the
Closing. Under the terms of the callable secured convertible note and the related warrants, the callable secured convertible note and the warrants
are exercisable by any holder only to the extent that the number of shares of common stock issuable pursuant to such securiti es, together with the
number of shares of common stock owned by such holder and its affiliates (but not including shares of common stock underlying unconverted
shares of callable secured convertible notes or unexercised portions of the warrants) would not exceed 4.99% of the then outstanding common
stock as determined in accordance with Section 13(d) of the Exchange Act. The shares underlying the convertible notes are subject to a
registration rights agreement. The Company also agreed to increase its number of authorized shares of common stock from 100 million to 500
million.

The Company may prepay the notes in the event that no event of default exists, there are sufficient number of shares available for conversion, and
the market priceis at or below $0.10 per share. The rate of prepayment ranges from 120% of face value of the notes or higher, depending on the
timing of such prepayment. In addition, the Company has granted the investors a security interest in substantially all of its assets and intellectual
property as well as registration rights.

The Company received the first traunch of $120,000 on March 15, 2007, less issuance costs of $20,000, the second traunch of $110,000, less
issuance costs of $10,000 on April 16, 2007, and the third traunch of $110,000 was received on May 15, 2007, less issuance costs of $10,000.
Thefinal traunch of $110,000 was received in June 2007, after the close of the fiscal year ended May 31, 2007.

The Company issued seven year warrants to purchase 9,000,000 shares of its common stock at an exercise price of $0.06.

Employment Agreement with Chief Executive Officer, Scott R. Sand - On September 21, 2006, the Company entered into an Employment
Agreement with its President and Chief Executive Officer, Scott R. Sand. The term of the agreement isfive years and calls for an annual salary of
$200,000. The Company is also required to issue Mr. Sand 300,000 shares of its common stock in each year of the agreement.

TRENDS THAT MAY IMPACT OUR LIQUIDITY

Positive Trends:

The United States has an increasingly elderly population. Our Secure Balance(TM) and BAFI(TM) product line (except GasAlert(TM) which
targets the entire adult population) are made to meet some of the challenges and circumstances experienced by our senior citizens. As aresult, we
expect our salesto increase in timein reflection of this positive trend.

Management also believes that our products provide increasing protection in relation to medical malpractice issues. Use of our Secure
Balance(TM) system and OxyAlert(TM) and Oxyview(TM) products enhance the safety of patients, and therefore, we believe, lessen the chances
of medical malpractice exposure to our physician clients.
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We have been developing our BAFI(TM) product line since 1999. Now, some 7 years later, we still have not identified competition in the
marketplace for our BAFI(TM) product line. The lack of competition is expected to enhance our planned marketing campaign.



We believe that Secure Balance(TM) is now among the leaders in the balance and fall prevention industry. We expect to be able to capitalize on
this notoriety and increase our Secure Balance(TM) salesin fiscal year 2007 and beyond (as long as physicians are not impacted by Medicare
billing changes, that may fluctuate periodically, as discussed above, and below).

Negative Trends:

Our product sales are impacted by Medicare, and are M edicare dependent. Adverse economic conditions, federal budgetary concerns and politics
can affect Medicare regulations and could negatively impact our product sales.

SEASONAL ASPECTSTHAT EFFECT MAY IMPACT OUR MEDICAL MARKET

Traditionally, the medical market experiences an economic decrease in purchasing during the summer months. Peak months are usually October
through February, followed by a decrease from March to May. Thisisthe common "bell curve" that has been consistent for several decades and
will affect our sales during the course of ayear.

OUR SECURE BALANCE(TM) LEASING AND FINANCING PROGRAMS

Our Secure Balance(TM) Leasing and Financing Programs are offered to allow our physician and medical facility clients avariety of affordable
leasing and financing options. Our financing option includes a 90 day deferral program, giving clients a chance to earn revenues from Secure
Balance(TM) before payments are due.

NEW ACCOUNTING PRONOUNCEMENTS

The possible effect on our financial statements of new accounting pronouncements that have been issued for future implementation is discussed
in the footnotes to our audited financial statements (see Note 2).

BUSINESS RISKS

The following is a summary of the many risks and uncertainties we face in our business. Y ou should carefully read these risks and uncertainties
aswell asthe other information in this report in evaluating our business and its prospects.

WE HAVE A HISTORY OF OPERATING LOSSESAND ACCUMULATED DEFICIT, AND WE MAY NOT ACHIEVE OR
MAINTAIN PROFITABILITY IN THE FUTURE.

We have experienced significant operating losses in each period since our inception. As of May 31, 2007, we have incurred total accumulated
losses of $13,561,471. We expect these losses to continue and it is uncertain when, if ever, we will become profitable. These losses have resulted
principally from costs incurred in the development of our products and from general and administrative costs associated with operations. We
expect to incur increasing operating losses in the future as aresult of expenses associated with research and product development as well as
general and administrative costs. Even if we do achieve profitability, we may not be able to sustain or increase profitability on a quarterly or
annual basis.

WE WILL NEED ADDITIONAL CAPITAL IN THE FUTURE TO SUPPORT OUR GROWTH, AND RAISING SUCH CAPITAL WILL
LIKELY CAUSE SUBSTANTIAL DILUTION TO EXISTING STOCKHOLDERS. IF ADDITIONAL CAPITAL ISNOT AVAILABLE, WE
MAY HAVE TO CURTAIL OR CEASE OPERATIONS.

Our current plansindicate we will need significant additional capital for research and development and market penetration before we have
substantial revenue generated from our BAFI(TM) product line. The actual amount of funds that we will need will be determined by many
factors, some of which are beyond our control, and we may need funds sooner than currently anticipated. These factorsinclude:

o the extent to which we enter into licensing arrangements, collaborations or joint ventures,

0 our progress with research and development;

o the costs and timing of obtaining new patent rights;

0 cost of continuing operations and sales;

o the extent to which we acquire or license other technologies; and

o regulatory changes and competition and technological developmentsin the market.



Wewill be relying on future securities sales or additional loans to enable usto grow and reach profitability. There is no guarantee we will be able
to sell our securities or secure additional loans. Further, future sales of securities will likely subject our shares to dilution.
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WE HAVE RELIED ON CAPITAL CONTRIBUTED BY RELATED PARTIES, AND SUCH CAPITAL MAY NOT BE AVAILABLE
IN THE FUTURE.

The Company has relied on loans and compensation deferrals from our CEO and Chairman, Scott R. Sand, and investment in the form of
convertible notes payable from various individuals and entities to sustain the Company from 1999 into the current fiscal year. Although we have
paid much of these loans from Mr. Sand back, we may be unable to repay the remainder as planned and may have to look again to Mr. Sand for
assigtance in financing. There is no guarantee that Mr. Sand will have financial resources available to assist in our funding. Mr. Sand's executive
compensation continues to accrue; currently we are obligated to pay him $200,000 per year under his employment contract with the Company. As
of May 31, 2007, the Company owes Mr. Sand $113,356 under his employment contract and also owes him $84,342 in loans made to the
Company. If future capital is not available from Mr. Sand or other third partiesin the future, the Company's operations may be negatively
affected.

OUR BAFI PRODUCTSMAY NOT BE SUCCESSFULLY DEVELOPED OR COMMERCIALIZED, WHICH WOULD HARM US
AND FORCE USTO CURTAIL OR CEASE OPERATIONS.

We are arelatively new company and most of our BAFI(TM) product lineis still in the late stages of development as we still need manufacturing
prototypes. Of the BAFI(TM) products, only Oxyview (TM) is currently being marketed and sold. Our Oxyview (TM) sales for the fiscal year
ended May 31, 2007 were $5,695. These products, once marketing commences, may not be successfully developed or commercialized on a
timely basis, or at all. If we are unable, for technological or other reasons, to complete the development, introduction or scale-up of
manufacturing of these products or other potential products, or if our products do not achieve a significant level of market acceptance, we would
beforced to curtail or cease operations. Even if we develop our products for commercial use, we may not be able to develop products that:

0 are accepted by, and marketed successfully to, the medical marketplace;

o are safe and effective;

o0 are protected from competition by others;

o do not infringe the intellectual property rights of others;

o are developed prior to the successful marketing of similar products by competitors; or
0 can be manufactured in sufficient quantities or at a reasonable cost.

WE MAY NOT BE ABLE TO FORM AND MAINTAIN THE COLLABORATIVE RELATIONSHIPS THAT OUR BUSINESS STRATEGY
REQUIRES, AND IF WE CANNOT DO SO, OUR ABILITY TO DEVELOP PRODUCTS AND REVENUE WILL SUFFER.

We must form research collaborations and licensing arrangements with several partners at the same time to operate our business successfully. To
succeed, we will have to maintain our existing relationships and establish additional collaborations. We may not be able to establish any
additional research collaborations or licensing arrangements necessary to develop and commercialize products using our technology or do so on
terms favorable to us. If our collaborations are not successful or we are not able to manage multiple collaborations successfully, our programs
may suffer.

Collaborative agreements generally pose the following risks:

o collaborators may not pursue further development and commercialization of products resulting from collaborations or may elect not to continue
or renew research and development programs;

o collaborators may delay clinical trials, under-fund aclinical trial program, stop aclinical trial or abandon a product, repeat or conduct new
clinical trials or require anew formulation of a product for clinical testing;

o collaborators could independently develop, or develop with third parties, products that could compete with our future products;

o the terms of our agreements with our current or future collaborators may not be favorable to us;



0 a collaborator with marketing and distribution rights to one or more products may not commit enough resources to the marketing and
distribution of our products, limiting our potential revenues from the commercialization of a product;
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o disputes may arise delaying or terminating the research, development or commercialization of our products, or result in significant litigation or
arbitration; and

o collaborations may be terminated and, if terminated, we would experience increased capital requirementsif we elected to pursue further
development of the product.

OUR QUARTERLY OPERATING RESULTSWILL FLUCTUATE
Our quarterly operating results will fluctuate for many reasons, including:

o our ability to retain existing customers, attract new customers and satisfy our customers' demands,

o our ability to acquire merchandise, manage our inventory and fulfill orders,

o changes in gross margins of our current and future products, services, and markets

o introduction of our new sites, services and products or those of competitors

o changes in usage of the Internet and online services and consumer acceptance of the Internet and online commerce
o timing of upgrades and developments in our systems and infrastructure

othelevel of traffic on our Web site

o the effects of acquisitions and other business combinations, and related integration

o technical difficulties, system downtime or Internet brownouts

o our ability to properly anticipate demand,

o our ability to prevent fraud perpetrated by third parties through credit card transactions, and payments transactions
oour level of merchandise returns

o disruptions in service by common shipping carriers due to strikes or otherwise

o disruption of our ongoing business

0 problems retaining key technical and managerial personnel

0 expenses associ ated with amortization of goodwill and other purchased intangible assets

0 additional operating losses and expenses of acquired businesses, if any

o impairment of relationships with existing employees, customers and business partners

SECURE BALANCE(TM) ISA PRIVATE LABEL PRODUCT THAT ISNOT EXCLUSIVE TO US.

We provide education, training and services related to the SportKat product lines that all congtitute what we call " Secure Balance(TM)."
However, the devices themselves are provided to us on a non-exclusive basis, meaning that other companies are marketing the same devices
under other names (or using the SportKat name). The non-exclusive nature of the provision of the devices to us may negatively impact our ability
to capture a meaningful market share. If our sales of Secure Balance(TM) suffer because of this non-exclusive relationship, our financial
prospects and operational results will be negatively impacted.

ALTHOUGH WE DO NOT HAVE DIRECT COMPETITION IN RELATION TO OUR BAFI(TM) PRODUCT LINE, WE EXPECT
ITINTHE FUTURE.

Although we are unaware of any current competition for our BAFI(TM) product line, we expect competition to develop after marketing our
products. It is unknown at this time what impact any such competition could have on us. However, we are a"going concern” enterpriseand it is
certainly foreseeable that more than one competitor could emerge that is much stronger financially than we are and/or could already have
significant marketing relationships for other medical devices.

WE DO NOT HAVE INTERNATIONAL PATENTS; WHICH MAY NEGATIVELY IMPACT OUR PLANS FOR FOREIGN
OPERATIONS.

Although we have stated that we intend to apply for international patents for our BAFI(TM) product line, we have not as yet done so except for
European, Chinese and Japanese patents for Oxyview. We do not know when, and if, we will apply for such patents. If we do not apply for these
patents, or if there are delays in obtaining the patents, or if we are unable to obtain the patents, we may not be able to adequately protect our
technologies in foreign markets.
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IF WE ARE UNABLE TO PROTECT EFFECTIVELY OUR INTELLECTUAL PROPERTY, THIRD PARTIES MAY USE OUR
TECHNOLOGY, WHICH COULD IMPAIR OUR ABILITY TO COMPETE IN OUR MARKETS.

Our success will depend on our ability to obtain and protect patents on our technology and to protect our trade secrets. The patents we currently
own may not afford meaningful protection for our technology and products. Others may challenge our patents and, as aresult, our patents could
be narrowed, invalidated or unenforceable. In addition, our current and future patent applications may not result in the issuance of patentsin the
United States or foreign countries. Competitors might devel op products similar to ours that do not infringe on our patents. In order to protect or
enforce our patent rights, we may initiate interference proceedings, oppositions, or patent litigation against third parties, such asinfringement
suits. These lawsuits could be expensive, take significant time and divert management's attention from other business concerns. The patent
position of medical firms generally is highly uncertain, involves complex legal and factual questions, and has recently been the subject of much
litigation. No consistent policy has emerged from the U.S. Patent and Trademark Office or the courts regarding the breadth of claims allowed or
the degree of protection afforded under biotechnology patents. In addition, there is a substantial backlog of applications at the U.S. Patent and
Trademark Office, and the approval or rejection of patent applications may take several years.

We cannot guarantee that our management and others associated with uswill not improperly use our patents, trademarks and trade secrets.
Further, others may gain access to our trade secrets or independently develop substantially equivalent proprietary information and techniques.

OUR SUCCESSWILL DEPEND PARTLY ON OUR ABILITY TO OPERATE WITHOUT INFRINGING ON OR
MISAPPROPRIATING THE PROPRIETARY RIGHTS OF OTHERS.

We may be sued for infringing on the patent rights or misappropriating the proprietary rights of others. Intellectual property litigation is costly,
and, even if we prevail, the cost of such litigation could adversdly affect our business, financial condition and results of operations. In addition,
litigation istime consuming and could divert management attention and resources away from our business. If we do not prevail in any litigation,
we could be required to stop the infringing activity and/or pay substantial damages. Under some circumstances in the United States, these
damages could be triple the actual damages the patent holder incurs. If we have supplied infringing products to third parties for marketing or
licensed third parties to manufacture, use or market infringing products, we may be obligated to indemnify these third parties for any damages
they may be required to pay to the patent holder and for any losses the third parties may sustain themselves as the result of lost sales or damages
paid to the patent holder.

If athird party holding rights under a patent successfully asserts an infringement claim with respect to any of our products, we may be prevented
from manufacturing or marketing our infringing product in the country or countries covered by the patent we infringe, unless we can obtain a
license from the patent holder. Any required license may not be available to us on acceptable terms, or at al. Some licenses may be non-
exclusive, and therefore, our competitors may have access to the same technology licensed to us. If wefail to obtain arequired license or are
unable to design around a patent, we may be unable to market some of our anticipated products, which could have a material adverse effect on
our business, financial condition and results of operations.

IF WE LOSE OUR KEY MANAGEMENT PERSONNEL, OUR PRODUCT DEVELOPMENT AND COMMERCIALIZATION
EFFORTSWOULD SUFFER.

Our performance is substantially dependent on the performance of our current senior management, Board of Directors and key scientific and
technical personnel and advisers. Theloss of the services of any member of our senior management, in particular Mr. Sand, our CEO and
Chairman, Board of Directors, scientific or technical staff or advisory board may significantly delay or prevent the achievement of product
development and other business objectives and could have a material adverse effect on our business, operating results and financial condition.
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WE HAVE NO COMMERCIAL PRODUCTION CAPABILITY YET FOR MOST OF OUR BAFI(TM) PRODUCT LINE AND WE MAY
ENCOUNTER PRODUCTION PROBLEMS OR DELAY'S, WHICH COULD RESULT IN LOWER REVENUE.

To date, we have not produced most of our BAFI(TM) product line product for sale. We have begun production and sales of our Oxyview
product, but not OxyAlert or GasAlert. Customers for any potential products and regulatory agencies will require that we comply with current
good manufacturing practices that we may not be able to meet. We may not be able to maintain acceptable quality standards if we ramp up
production. To achieve anticipated customer demand levels, we will need to scale-up our production capability and maintain adequate levels of
inventory. We may not be able to produce sufficient quantities to meet market demand. If we cannot achieve the required level and quality of
production, we may need to outsource production or rely on licensing and other arrangements with third parties. This reliance could reduce our
gross margins and expose us to the risksinherent in relying on others. We may not be able to successfully outsource our production or enter into
licensing or other arrangements under acceptable terms with these third parties, which could adversely affect our business.

WE HAVE NO MARKETING OR SALES STAFF, AND IF WE ARE UNABLE TO ENTER INTO COLLABORATIONS WITH
MARKETING PARTNERS OR IF WE ARE UNABLE TO DEVELOP OUR OWN SALES AND MARKETING CAPABILITY, WE MAY
NOT BE SUCCESSFUL IN COMMERCIALIZING OUR PRODUCTS.



