OFFERING MEMORANDUM

PART 11 OF OFFERING STATEMENT (EXHIBIT A TO FORM C}

Life Recovery Systems HD), LLC

711 Kimball Ave
Alexandria, LA 71301

www. life-tecovery.com

L ffe RecoverySystems

1044 units of Class B Common Units

A crowdfunding investment involves risk. Yom shonld not invest any funds in this
offering unless yom can afford to lose your entire investment.

In making an investment decision, investors must rely on their own examination of
the issuer and the terms of the offering, including the merits and risks involved. These
securities have not been recommended or approved by any federal or state securities
commission or Tegulatory mrthority. Furthermore, these amthorities have not passed
upon the accaracy or adequacy of this dorament.

The U.8. Securities and Exchange Commission does not pass upon the merits of amy
securities offered or the terms of the offering, nor does it pass upon the accuracy or
completeness of any offering docwment or literature.

These secarities are offered under an exemption from registration; however, the U.5.
Serurities and Exchange Commission has not made an independent determination
that these securities are exemipt from registration.



THE OFFERING

Maximum 11,180 Class B Common Units ($106,992.60)
*Maximum subject to adjustment for bonus units. See 10% Bonus below

Minimum 1,044 Class B Common Units ($9,991.08)

Company Life Recovery Systems HD LLC
Corporate Address 711 Kimball Avenue, Alexandria, LA 71301

Description of Business LRS invents, develops, and manufactures medical devices.
Our key focus is the treatment of patients suffering from

severe hyperthermia and/or acute illnesses related to
cardiovascular disease, such as cardiac arrest, stroke, and

heart attack.
Type of Security Offered Class B Common Units
Purchase Price of Security $9.57
Offered
Minimum Investment $497.64

Amount (per investor)

The 10% Bonus for StartEngine Shareholders

Life Recovery Systems HD LLC will offer 10% additional bonus units for all
investments that are committed by StartEngine Crowdfunding Inc. shareholders (with
= $1,000 invested in the StartEngine Reg A+ campaign) within 24 hours of this
offering going live.

StartEngine shareholders who have invested $1,000+ in the StartEngine Reg A+
campaign will receive a 10% bonus on this offering within a 24-hour window of their
campaign launch date. This means you will receive a bonus for any units you
purchase. For example, if you buy 100 Class B Common Units at $9.57 / unit, you will
receive 10 bonus Class B Common Units, meaning you'll own 110 units for $957.
Fractional units will not be distributed and unit bonuses will be determined by
rounding down to the nearest whole unit.

This 10% Bonus is only valid for one year from the time StartEngine Crowdfunding
Inc. investors receive their countersigned StartEngine Crowdfunding Inc. subscription



agreement.
Multiple Closings

If we reach the target offering amount prior to the offering deadline, we may conduct
the first of multiple closings of the offering early, if we provide notice about the new
offering deadline at least five business days prior (absent a material change that
would require an extension of the offering and reconfirmation of the investment
commitment).

THE COMPANY AND ITS BUSINESS
The company's business

Description of Business

Life Recovery Systems invents and develops new medical devices for treatment of
critical illnesses such as stroke, cardiac arrest, and heart attacks. The company has
designed, patented, and obtained FDA clearance to market its first product, the
ThermoSuit® System. This device is the most powerful noninvasive patient cooling
device on the market. It can be used to cure patients of deadly fevers and heatstroke.
It also has the potential to dramatically reduce or eliminate injuries to the brain,
heart, and other organs following prolonged oxygen deprivation.

Sales, Supply Chain, & Customer Base

The ThermoSuit System is sold to hospitals both directly and through distributors.
Most customers are in the USA, and the primary users are doctors and nurses in
emergency medicine and intensive care. The company is aiming to gain sales
penetration to cardiology and neurology departments based upon ongoing and
planned studies in the areas of stroke, cardiac arrest, and heart attack.

Competition

The ThermoSuit product is the most rapid noninvasive patient cooling device. Other
cooling devices include invasive cooling catheters (Zoll), conventional
cooling/warming blankets (Stryker and Gentherm), hydrogel-faced cooling/warming
pads (CR Bard), and ice-filled skin-contacting blankets (EMCOOLS). None of these
devices offers the combination of cooling speed and safety of the ThermoSuit System.

Liabilities and Litigation

The company has financial debt, as discussed in the financial section of this proposal.
There is no ongoing litigation at this time.

Tax Reporting

The Company will distribute K-1s to all members in accordance with the terms of the
operating agreement and as required by law.



The team

Officers and directors

Robert Freedman, Co-Founder, Chairman of the Board & Chief Medical
M.D. Officer

Robert Schock, Ph.D. [ Co-Founder, Vice President of R&D
Richard Hettenbach Vice President of Operations

Stephen Katz, MD Member of Board of Managers
Glenda Stock Member of Board of Managers
Nell Shehee Member of Board Managers

David Baker, MD Member of Board of Managers

Robert Freedman, M.D.

Is the co-founder, co-inventor, Chairman of the Board of Directors and Chief Medical
and Strategy Officer. He is an interventional cardiologist, was a Flight Surgeon trained
at the U.S. Air Force School of Aerospace Medicine and trained in Cardiology at The
University of Texas Health Science Center in Houston. Over the last three years (2015-
2018) Dr. Freedman has served as Chairman of the Board of Managers and Chief
Medical Officer of Life Recovery Systems, LLC, working out of its business office in
Alexandria, LA. During that time he has also served as Manager of Freedman Memorial
Cardiology in Alexandria, LA.

Robert Schock, Ph.D.

The co-founder, co-inventor and Vice President of Research & Development. He
received a Ph.D. in Biomedical Engineering from Rensselaer Polytechnic Institute and
has over 20 years of experience leading R&D groups in cardiac assist, critical care and
anesthesia. Previously he managed an R&D Group in Critical Care and Anesthesia for
Mallinckrodt Pharmaceutical. Over the last three years (2015-2018) Dr. Schock has
served as Vice President of Research and Development of Life Recovery Systems, LLC,
working out of its Research and Manufacturing facility in Kinnelon, NJ.

Richard Hettenbach

Is the Vice President of Operations. He has over 30 years of experience in
Pharmaceutical R&D, Medical Device Quality Assurance, Regulatory and Clinical
Affairs. He has held positions at Sandoz Pharmaceuticals, C.R. Bard and Ackrad
Laboratories. Over the last three years Mr. Hettenbach has served as Vice President of
Operations of Life Recovery Systems, LLC in its Kinnelon, NJ office. Over that same
period he has also worked as a Regulatory Affairs consultant in his private consulting
company, Medqra, LLC, which is based in Morris Plains, NJ.

Stephen Katz, MD

President, Central Louisiana Anesthesia & Pain Management Ctr. October 1, 1995 to
present. Secretary, Central Louisiana Surgical Hospital January 1, 2016 - December 31,
2018 Served on the Life Recovery Systems Board of Managers from February 1, 2015 to
the present.



Glenda Stock

President, GRITS Entities, LLC Back Office Support September, 2017 - Present
Producer, On Point Talk Television Television Talk Show May, 2014 - Present Served
on the Life Recovery Systems Board of Managers From February 1, 2015 to the present.

Nell Shehee

Co-owner and Vice-President of Kilpatrick Life Insurance Companies and Rose-Neath
Funeral Homes, Crematorium and Cemeteries and Flower Shop 1976-Present Served
on the Life Recovery Systems Board of Managers from February 1, 2015 to the present

David Baker, MD

Retired after 37 years from private invasive cardiology practice in Lafayette, Louisiana.
Former Board Member of two general hospitals and one cardiovascular specialty
hospital. Served on the Life Recovery Systems Board of Managers from February 1,
2015 to the present.

Number of Employees: 4
Related party transactions

The Company has borrowed money from investors and issued convertible notes in
exchange with annual interest rates of 5% and 7%. At December 31, 2017 the principal
amount on the notes owed to Robert Freedman, Chairman and Co-Founder, was
$519,717 with accrued interest payable of $51,895.

RISK FACTORS
These are the principal risks that related to the company and its business:

e Failure to get FDA clearances for new indications Not getting FDA clearances
upon completion of our trials would significantly affect the value of our
Company.

e Development of equal or superior patents by competitors The Company’s most
valuable asset is its intellectual property. We currently hold 20 issued patents
with pending applications pending review. However, competitors could develop
and patent products and devices with an equal or faster rate of cooling. If
competitors are able to design around our patent protection without obtaining a
sublicense, it is likely that the Company’s value could be materially and
adversely impacted.

e Lack of funds to enforce patents The cost of enforcing our patents could be very
expensive and we might choose to not file suit because we lack the cash to
successfully litigate. As a result, if we are unable to enforce our patents because
of the cost, your investment in the Company could be significantly and adversely
affected.

e Damage claims exceeding limits of insurance coverage We feel our product is
very safe. However, there is always the chance of law suits claiming injury or
damage from use of the Thermosuit System. We carry product liability insurance
coverage but a claim or claims could exceed the limits of our coverage.



Lack of working capital can lead to additinal dilution We anticipate needing
access to credit in order to support our working capital needs. If we cannot
obtain credit when we need it, we could be forced to raise additional equity
capital. Securing these additional investors could require pricing our equity
below its current price. If so, your investment could lose value as a result of this
additional dilution.

Trials and FDA clearances could take several years Your investment could be
illiquid for a long time. Our plan is that once the trials are complete and FDA
clearances for new indications are gained, the Company will have a greater
market value for sale to a larger company. This could take several years.

Failure to raise additional capital If we are unable to raise additional capital for
research and further product development, the value of the Company could be
limited.

Incapacity of officer/founders If either or both of the two principal officers and
founders of the Company become incapacitated, there is currently no staff to
carry on the business.

Size of potential competitors Should competitive products be developed, many
competitors are giant companies with developed sales forces and almost
unlimited resources.

Design flaw Although our product has proven to be very safe, it is possible that
there is a design flaw that will require us to recall all or a significant number of
products that we have delivered to customers. A major recall of our product
would be expensive and could significantly impact the value of the Company. In
addition, a recall could significantly affect the continuation of our studies and
delay or prevent FDA clearances for new uses of our product.

Literature or medical practice guidelines that do not support rapid cooling
Although there are some published studies that support rapid cooling for
patients, some other studies are either neutral or not supportive. Medical
practice guidelines are literature-driven and largely dictate the types of products
that are used to treat patients. Should new studies not add support to the need
for rapid cooling, the market for the Company’s rapid cooling products and the
company's valuation will be adversely affected.

Market resistance to liquid convection cooling The Company's products are
based on the use of liquid convection cooling. While this approach is superior in
cooling power to other noninvasive methods, it can also be more messy and
difficult to use if training is inadequate. The market acceptance of this cooling
method will be limited if customers are unwilling or unable to develop the skills
required to use it. The new clinical studies must demonstrate significant medical
benefits of the Company's products to drive their widespread acceptance, More
effective training programs will be needed to sustain long-term product
acceptance and customer satisfaction.

High cost of goods and selling prices of the Company’s products The Company's
current products have a high cost of goods and high price relative to other
cooling devices, which lessens profitability and the ability to sell against lower-
cost competitive products. New capital is required to develop cost-reduced
versions of the company's products.



OWNERSHIP AND CAPITAL STRUCTURE; RIGHTS OF THE SECURITIES
Ownership

® Robert J. Freedman, Jr., 36.7% ownership, Class A Common Units
® Robert ]J. Freedman, Jr., 31.0% ownership, Class B Common Units
e Robert J. Freedman, Jr., 40.1% ownership, Class C Preferred Units
® Robert |J. Freedman, Jr., 100.0% ownership, Class D Common Units

Classes of securities

e (Class A Common units: 19,763

Ownership of the Company is divided into four different classes of member
units. None of the members have preemptive rights or the right of cumulative
voting. Certain features of these classes of units are described below. There have
been no additional units issued since December 31, 2016.

The Company has 40,000 authorized Class A Common Units of which 19,763
units are currently issued and outstanding.

Voting Rights

Holders of Class A Common Units are entitled to one vote for each such
membership unit held, on any issue requiring the vote, consent, approval or
other decision of the members.

Liquidation Rights

In the event of our liquidation, dissolution, or winding up, holders of Class A
Common Units are entitled to share ratably with holders of Class B Common
units, and in a limited way with Class D Common Unit holders, as described
below. The amount to be distributed will be after payment of liabilities and the
liquidation preference of the Class C Preferred Units.

Distribution Rights

Upon distributions of profits, all unit holders will share ratably, except for Class
D unit holders as described below, after the Class C Priority Return has been paid
to all Class C Preferred unit holders.

e Class B Common Units: 2,149,217

The Company has 4,000,000 authorized Class B Common Units of which
2,149,217 units are currently issued and outstanding.



Voting Rights

Holders of Class B Common Units have no right to vote until the holders of the
Class C Preferred Units shall have been paid the Class C Priority Return;
provided, however, the Class B members are entitled to vote on any amendment
to the Articles of Organization or Operating Agreement that would materially
and adversely impair or change dividend or distribution rights, voting rights,
rights to sell membership units in connection with the proposed transfer of
membership units by others and distribution preferences. After the priority
return to the Class C Members has been paid, the Class B Common Units shall
automatically be accorded full voting rights. On matters upon which holders of
Class B Common Units are entitled to vote, each Class B Common Unit is
entitled to one vote.

Liquidation Rights

In the event of our liquidation, dissolution, or winding up, holders of Class B
Common Units are entitled to share ratably with holders of Class A Common
units, and in a limited way with Class D Common Unit holders, as described
below. The amount to be distributed will be after payment of liabilities and the
liquidation preference of the Class C Preferred Units.

Distribution Rights

Upon distributions of profits, all unit holders will share ratably, except for Class
D unit holders as described below, after the Class C Priority Return has been paid
to all Class C Preferred unit holders.

Class C Preferred Units: 62,275

The Company has 2,000,000 authorized Class C Preferred Units of which 62,275
units are currently issued and outstanding.

Voting Rights

Holders of Class C Preferred Units have no right to vote, except

on any amendment to the Articles of Organization or Operating Agreement that
would materially and adversely impair of change dividend or distribution rights,
redemption rights, voting rights, rights to purchase or sell membership units in
connection with the proposed transfer of membership units by others, and
distribution preferences, Class C Preferred Units. On matters upon which holders
of Class C Preferred Units are entitled to vote, each Class C Preferred Unit is
entitled to one vote. Class C Preferred Units will convert to Class B Common
Units on payment of the Class C Priority Return. Class C Priority Return means
an amount equal to the original purchase price of such Class C Preferred Units in



the amount of $579,845.
Liguidation Rights

In the event of our liquidation, dissolution, or winding up, holders of Class C
Preferred Units are entitled to share ratably with holders of Class A Common and
Class B Common Units, and in a limited way with Class D Common Unit holders,
as described below. The amount to be distributed will be after payment of
liabilities and the liquidation preference of the Class C Preferred Units.

Distribution Rights

Upon distributions of profits, all unit holders will share ratably, except for Class
D unit holders as described below, after the Class C Priority Return has been paid
to all Class C Preferred unit holders.

Class D Common Units: 4,000,000

The Company has 4,000,000 authorized Class D Common Units of which
4,000,000 units are currently issued and outstanding.

Voting Rights

Holders of Class D Common Units have full voting rights. On matters upon
which holders of Class D Common Units are entitled to vote, each Class D
Common Unit is entitled to one vote.

Distribution and Liquidation Rights

In connection with any distributions to the owner of these Class D units or any
payments made upon dissolution of the Company, each of these 4,000,000 Class
D common units shall provide a financial return that will be paid equal to 4,000
units or one tenth of one percent (.1%) of the dividend or other amount that is
paid by the Company with respect to each Class A and Class B Common Unit and
Class C Preferred Unit.

Covertible Notes: 0

Outstanding amount of convertible notes at December 31, 2017: $1,387,517 with
accrued interest of $333,713.

Dividend Rights and Rights to Receive Liquidation Distributions:

The notes have no dividend or distribution rights unless the holders elect to
convert their notes to membership units.



Rights and Preferences

The notes have varying conversion rates per unit of $10.20, $8.16 and $5.10 and
bear interest rates of 5% and 7%. The notes have a maturity of three years from
issue. Many of the notes have matured but are not paid due to the cash shortage
of the company. Note holders have not demanded payment of principal and
accrued interest. They are all investors in the company and desire to see the
company succeed.

Summary of notes outstanding:
Issued 2010 - 2012 (In default)

Conversion Rate $10.20 Interest rate 5% Principal $121,000 Accrued
Interest $40,504

Conversion Rate $ 8.16 Interest rate 7% Principal $310,000 Accrued
Interest $143,411

Issued 2013 - 2014 (In default)

Conversion Rate $5.10 Interest rate 5% Principal $230,000 Accrued
Interest $49,050

Conversion Rate $5.10 Interestrate 7% Principal $260,000 Accrued
Interest $66,624

Issued 2015 -2017

Conversion Rate $5.10 Interestrate 7% Principal $100,000 Accrued
Interest $19,333

Conversion Rate $5.10 Interest Rate 5% Principal $366,517 Accrued
Interest $14,791

What it means to be a Minority Holder

As a minority holder of Class B Common Units, you will have limited ability, if at all,
to influence our policies or any other corporate matter, including the election of
directors, changes to the Company's governance documents, additional issuances of
securities, company repurchases of securities, a sale of the Company or of assets of
the Company, or transactions with related parties.

Dilution



The Company has issued convertible notes for loans from investors in the amount of
$1,387,517. The notes are convertible into Class A and Class B units at various rates
ranging from $5.20 to $10.20 per unit. The outstanding convertible loans and accrued
interest, if so elected by the holders, are convertible into 4,813 Class A Common units
and 283,511 Class B Common units. Conversion of all of the convertible notes and
accrued interest would result in a dilution of 24.4% of the Class A Common Units and
13.2% of the Class B Common Units.

In the Company's intermittent horizon, we may seek $5,000,000 of additional
investment mainly for research and product improvement. Should this come to
fruition, your StartEngine investment may be further diluted.

In other words, when the company issues more units, the percentage of the company
that you own will go down, even though the value of the company may go up. You will
own a smaller piece of a larger company. This increase in number of shares
outstanding could result from a new offering of membership units (such as another
crowdfunding round, a venture capital round or angel investment), employees
exercising stock options, or by conversion of certain instruments, such as convertible
bonds, preferred shares or warrants, into stock.

Transferability of securities
For a year, the securities can only be resold:

In an IPO;

To the company;

To an accredited investor; and

To a member of the family of the purchaser or the equivalent, to a trust
controlled by the purchaser, to a trust created for the benefit of a member of the
family of the purchaser or the equivalent, or in connection with the death or
divorce of the purchaser or other similar circumstance.

FINANCIAL STATEMENTS AND FINANCIAL CONDITION; MATERIAL
INDEBTEDNESS

Financial Statements

Our financial statements can be found attached to this document. The financial
review covers the period ending in 2016-12-31.

Financial Condition
Results of Operation

Results of Operations 2015-2016

During this period we primarily served the needs of our customer base (hospitals) by
selling product for the current FDA approved indications, service on equipment, and



24 hour phone and internet assistance for system operations. We devoted what
remaining resources we could to research.

Revenue and Gross margins

Revenues decreased in 2016 from 2015 by $108,000 due to decrease in marketing
efforts and competition with very large medical device companies. Gross margin
decreased from the decrease in sales.

Expenses

We decreased our marketing costs , salaries and other operating expense between
2015 and 2016 by $321,000.We reduced our marketing efforts and focused on our

present customers who provided our recurring revenue stream. We eliminated all
payroll costs and reduced professional fees where practical.

At the end of this period, we changed our major focus to research, which should lead
to FDA approval for new indications in treating strokes and heart attacks. These
approvals will distinguish LRS from its competitors and allow sales of the TSS to help
millions of patients, while continuing to serve our present customers.

Financial Milestones

LRS is currently a small, self-funded company competing against multi-billion dollar
companies with large established marketing operations. In this business environment,
the company has generated losses since inception, although the losses have
diminished because of stringent measures taken by the company officers.

LRS has been approved by the FDA to conduct stroke and heart attack studies.
Therefore,we anticipate that our change in focus to research in treating stroke and
heart attack patients, will lead to FDA clearance by 2020.Sale of our product to treat
patients with these indications will lead to a value proposition of millions of dollars in
revenue and will save many lives.

Liquidity and Capital Resources

The company is currently generating operating losses and requires the continued
infusion of new capital to continue business. In 2015 we incurred losses of $415,814
and in 2016 losses of $133,512, a reduction of 70%

The first phase of capital raised ($107,000) under crowdfunding will be used to
continue our stroke studies, product development and operating expenses. We will
seek to continue to raise capital under crowdfunding offerings or debt issuances, or
any other method available to the company.

The proceeds from this offering will provide us the liquidity to continue operations
and our stroke studies, which will differentiate LRS from its competition. Other funds



may be available from loans by present investors. Ultimately, we plan to raise
$1,070,00 through Startengine which will allow us to fund the stroke and heart attack
pilot trials, speed product improvement and fund working capital through 2018.

Our efforts will be concentrated in product development and completing the research
that will lead to FDA clearance to sell our product for the treatment of strokes and
heart attacks. We also plan to continue to serve our current customers.

Indebtedness

The company has an outstanding bank loan in the amount of $ 1,257,175, bearing
interest at 5% per year, which renews annually. The bank has continuously renewed
the loan in the past because it is secured by collateral provided by the founder and
major investor of the company. The other major indebtedness is convertible notes
loaned to the company by investors through December 31, 2016 in the amount of
1,213,330 with annual interest rates of 5% and 7%. Interest has been accrued on these
notes but not paid. The investors who hold these notes have not demanded the
interest be paid due to the cash shortage of the company and their desire to see the
company succeed. Use of the investment proceeds will not be used to reduce debt.

Recent offerings of securities

e 2015-01-01, Regulation D, 100000 Convertible Note. Use of proceeds:
Conversion Rate $5.10 Interest rate 7% Principal $100,000 Accrued Interest
$19,333 Proceeds used for research and development and operating expenses.

e 2015-01-01, Regulation D, 366517 Convertible Note. Use of proceeds:
Conversion Rate $5.10 Interest Rate 5% Principal $366,517 Accrued Interest
$14,791 Proceeds used for research and development and operating expenses.

Valuation

$21,391,390.00

The valuation of the company has been conservatively set to $21,391,390 based on the
conservative value of what the board believes our future sales could be, in
consideration of the addressable markets of our product. However, this is a small
fraction of the potential valuation of the company should it be successful in
completing any of its proposed studies of stroke, heart attack, or cardiac arrest.

USE OF PROCEEDS

Offering Amount| Offering Amount
Sold* Sold*

Total Proceeds: $10,000 $107,000




Less: Offering Expenses
StartEngine Fees (6% total 600 6,420
fee)
Net Proceeds 9,400] 100,580
Use of Net Proceeds:
R& D & Production
7,000 75,000
Working Capital 2,400 25,580
Total Use of Net Proceeds $9,400 $105,580

*Totals are estimates. Actuals may vary slightly for avoidance of fractional shares.

We are seeking to raise $107,000 in this offering through Regulation Crowdfunding,
with a minimum of $10,000. . We have agreed to pay Start Engine Capital LLC (“Start
Engine”), which owns the intermediary funding portal StartEngine.com, a fee of 6% on
all funds raised .We will pay Start Engine $600 if we raise the minimum target amount
and $10,000 and $6,420 if we raise the maximum offering amount of $107,000. The net
proceeds of this offering, whether the minimum target amount or the maximum
amount is reached, will be used for the continuation of clinical research on strokes and
heart attacks and operating expenses. The company will accelerate soliciting for
additional funding for research that may lead to earlier FDA clearance.

Irregular Use of Proceeds

Funds from this offering and other sources may be used to provide for expenses
incurred for sale of the company. At this time there are no prospective buyers of the
company and no anticipated costs in connection with seeking a buyer.

REGULATORY INFORMATION
Disqualification

No disqualifying event has been recorded in respect to the company or its officers or



directors.

Compliance failure

The company has not previously failed to comply with Regulation CF.
Annual Report

The Company will make annual reports available at life-recovery.com in the section
labeled annual report. The annual reports will be available within 120 days after the
end of each calendar year.



EXHIBIT B TO FORM C

FINANCIAL STATEMENTS AND INDEPENDENT ACCOUNTANT'S REVIEW FOR Life
Recovery Systems HD, LLC

[See attached]



Life Recovery Systems HD, LLC
Unaudited Financial Statements

December 31, 2016 and 2015



Life Recovery Systems HD, LLC
Balance Sheets
As of December 31, 2016 and 2015

(unaudited)
2016 2015
Assets
Current Assets
Cash S 7,617 § 1,383
Accounts receivable 23,200 45,500
Deposits on inventory 9,659 2,620
inventory 187,125 211,837
Total Current Assets 227,601 261,340
Eguipment And Tooling
Cost 580,283 580,283
Accumulated depreciaion {576,988) {570,197)
Net Equipment and Tooling 3,295 10,086
Total Assets S 230,806 S 271,426
Liabilities and Members' Equity
Current Liabilities
Accounts payable S 165,316 S 196,212
Bank Note payable 47,832 54,483
Total Current Liabilities 213,148 250,695
Long Term Liabiities
Accrued interest on convertible notes 255,040 186,509
Convertible notes payable 1,213,330 1,104,000
Bank note payable 1,257,175 1,204,506
Payable to Nexcore Technology 45,710 45,710
Totai Long Term Liabilities 2,771,255 2,640,725
Total Liabilities 2,984,403 2,891,420
Members' Equity
Class A common units 109,441 109,441
Class B Common Units 12,838,103 12,838,103
Class C Preferred Units 579,845 579,845
Class D Common Units 40,000 40,000
Accumulated deficit {16,320,896) {16,187,383)
Total Equity (Deficit) {2,753,507) {2,619,994)
Total Liabilities and Members' Equity S 230,896 $§ 271,426

The accompanying notes are an integral part of the financial statements
Page 1



Life Recovery Systems HD, LLC
Statements of Operations
For the Years Ended December 31, 2016 and 2015
{unaudited)

2016 2015
Sales S 237,856 S 346,316
Cost of Sales {124,007) (191,003)
Gross Profit 113,889 155,313
Expenses
General and Administrative 37,021 96,360
insurance 32,563 45,720
Production 1,141 6,598
Quality and Regulatory 15,291 137,188
Research and Development 14,876 118,267
Sales and Marketing 5,894 37,931
Depreciation 6,791 7,923
Interest Expense 133,824 121,140
Total Expenses 247,401 571,127
Net Loss $  {133,512) $  {415,814)

The accompanying notes are an integral part of the financial statements,

Page 2



Life Recovery Systems HD, LLC
Statements of Cash Fiows

For the Years Ended December 31, 2016 and 2015
(unaudited)

2016 2015

Cash Flows From Operating Activities

Net Loss S (133,512) S (415,814)
Adjustments to reconcile net loss to net cash
used (provided) by operations

Accounts Receivable 22,301 17,278
Deposits on inventory {7,039} 21,019
Inventory 24,712 19,518
Accounts payable (30,897) 12,755
Accrued interest 68,530 64,985
Depreciation _ 6,791 7,923
Net cash used by operating activities (49,114) (272,336)

Cash Flows From Investing Activities

Cash Flows From Financing Activities

Bank notes payable (net) {53,982) 8,628
Convertible notes payable 109,330 183,000
Investor capital 40,000
Net cash provided by financing activities 55,348 231,628
Net change in cash 6,234 (40,708}
Cash at beginning of year 1,383 42,091
Cash at end of year ‘ S 7,617 S 1,383

Supplemental Disclosures

Cash paid for interest S 57,336 § 48,417

The accompanying notes are an integral part of the financial statements.

Page 3
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Life Recovery Systems HD, LLC
Notes to the Financial Statements
December 31, 2015 and 2016

Note 1 — Nature of Operations

Life Recovery Systems HD, LLC (the Company) was formed on June 6, 2002 in the State of Louisiana. The
financial statements of the Company are prepared in accordance with generally accepted accounting
principles and have been consistently applied in preparation of the financial statements.

The Company’s founders developed a system of providing rapid therapeutic hypothermia. It involves a
device (pump) for circulating cold water though a disposable wrap {suit) that delivers a thin film of
flowing cold water to the skin surface of the patient. The noninvasive device is marketed as the
ThermoSuit System. Suits and pumps are produced and assembled by outside contractors. Shipping to
and billing of customers is done in Kinnelon, New Jersey. Accounting functions are conducted in
Alexandria, Louisiana. The Company currently has no employees. All activities are conducted by officers
and founders with no compensation.

The Company was formed as a limited liability company and elected to be treated as a partnership for
tax purposes, Therefore, no income tax expense or liability is recorded in the financial statements, as all
taxable income or loss is reported on the tax returns of the investors.

Note 2 - Summary of Significant Accounting Policies

Revenue Recognition

Sales revenue is recognized when product is shipped and billed.

Cost of goods sold and inventories

Cost of goods sold and inventories include material and assembly costs valued on a first-in first-out
method.

Accounts receivables

The Company’s accounts receivables are recorded at their gross amounts. The Company expects to
collect all receivables; therefore, no allowance for bad debts is recorded.

Property, Equipment and Depreciation

Property and equipment are recorded at cost. The Company provides for depreciation using the straight
line method over 5 and 7 years,

Research and development
Research and development costs for new products or product enhancements are charged to operating
expense when incurred and are included in research and development expense.
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Product Warranty Costs

Historically, warranty costs have been minimal and the related expense has been recorded at the time
the warranty service is performed; accordingly no warranty reserve has been recorded at December 31,
2015 and 2016.

Note 3 — Concentrations of Risk

The Company maintains their cash in bank accounts in two financial institutions. The balances, at times,
may exceed federally insured limits. The Company believes the risk associated with this to be minimal.

Sales and receivables are concentrated in a small number of customers. Any losses of customers could
have a significant effect on the operations of the Company.

Note 4-Notes payable

A bank loan with a balance of $1,257,175 at December 31, 2016. No principal payments are required,
only interest at 5% annual rate. The bank has renewed this loan annually in the past because it is
secured by investments pledged by one of the officer founders of the Company.

Instaliment bank loan in the amount of $47,832 unsecured with monthly payments of $4,800 plus
interest of 5%.

An unsecured note payable to Nexcore Technology in the amount of $45,710. Nexcore Technology was
previous engaged to manage the Company. After this association ended, Nexcore was given this note for
services provided. The note has no terms for payment and demand has not been made.

Convertible notes payable in the amount of $1,213,330 at December 31, 2016. These notes were issued
to investors with a three year maturity bearing interest rates of 5% and 7%. Many of these notes are in
default along with accrued interest of $255,040. The notes are redeemable for LLC units at prices
ranging from $5.10 to $10.20 per unit. The investor owners of these notes have not demanded payment
due to the lack of cash by the Company and their desire to see the Company succeed.

Note 5 -Capital Investors

Ownership of the Company is divided into four different classes of member units. None of the members
have preemptive rights or the right of cumulative voting. Certain features of these classes of units are
described below.

Class A Common units — The Company has 40,000 authorized Class A Common Units of which 19,763 are
issued and outstanding at December 31, 2016. Holders of Class A Common Units are entitled to one vote
for each such membership unit held, on any issue requiring the vote, consent, approval or other decision
of the members.

Class B Common Units-The Company has 4,000,000 authorized Class B Common Units of which
2,149,217 are issued and outstanding at December 31, 2016. Holders of Class B Common Units have no
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right to vote until the holders of the Class C Preferred Units shall have been paid the Class C Priority
Return; provided, however, the Class B members are entitled to vote on any amendment to the Articles
of Organization or Operating Agreement that would materially and adversely impair or change dividend
or distribution rights, voting rights, rights to sell membership units in connection with the proposed
transfer of membership units by others and distribution preferences. After the priority return to the
Class € Members has been paid, the Class B Common Units shall automatically be accorded full voting
rights. On matters upon which holders of Class B Common Units are entitled to vote, each Class B
Common Unit is entitled to one vote.

Class C Preferred Units-The Company has 2,000,000 authorized Class C Preferred Units of which 62,275
are issued and outstanding at December 31, 2016. Holders of Class C Preferred Units have no right to
vote, except on any amendment to the Articles of Organization or Operating Agreement that would
materially and adversely impair of change dividend or distribution rights, redemption rights, voting
rights, rights to purchase or sell membership units in connection with the proposed transfer of
membership units by others, and distribution preferences, Class C Preferred Units. On matters upon
which holders of Class C Preferred Units are entitled to vote, each Class C Preferred Unit is entitled to
one vote. Class C Preferred Units will convert to Class B Common Units on payment of the Class C
Priority Return. Class C Priority Return means an amount equal to the original purchase price of such
Class C Preferred Units, which at December 31, 2016 was $579,845.

Class D Common Units ~The Company has 4,000,000 authorized Class 