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Item 1.01. Entry into a Material Definitive Agreement

On September 2, 2010, Health Enhancement Products, Inc. (the “Registrant”) and Zus Health, LLC, an international
distributor of health and nutritional products (“Zus”), entered into a License Agreement (the “Agreement”) relating to the
Registrant’s ProAlgaZyme product.

Pursuant to the Agreement, the Registrant granted Zus an exclusive, world-wide license to market, sell and distribute
ProAlgaZyme for the nutritional benefit of customers and distributors (excluding pharmaceutical applications and food,
supplement, and medicinal ingredient applications outside of multi level, network or affiliate marketing (“MLM”)) through
worldwide sales channels. The Registrant has reserved the right to market and sell isolates and natural and synthetic
derivatives of ProAlgaZyme in pharmaceutical and ingredient applications outside of MLM. The Agreement also includes a
trademark license relating to all trademarks used to market, sell or distribute ProAlgaZyme, whether such trademarks are
developed by the Registrant or Zus.

Subject to a 30-day due diligence review, Zus has agreed to pay $255,000 for exclusive distribution rights for the four-month
period ending on December 31, 2010. Thereafter, the Agreement provides that Zus will make certain minimum guaranteed
payments, in addition to per-unit royalties, to the Registrant for the term of the Agreement, subject to reduction or
renegotiation if either the Registrant or Zus is unable to meet specified volume and minimum purchase requirements. Zus will
not be obligated to make the minimum monthly payments required to maintain exclusivity until (a) ProAlgaZyme is
determined to meet the Food and Drug Administration’s (“FDA”) “generally recognized as safe” (“GRAS”) standard or (b)
ProAlgaZyme receives “New Dietary Ingredient” (“NDI”) status from the FDA. Minimum monthly payments may also be
suspended if a regulatory agency restricts the sale of ProAlgaZyme.

The Agreement also contains customary provisions relating to product manufacturing, packaging, pricing, shipping,
payments, intellectual property matters, marketing and promotion, and indemnification by the Registrant and Zus for specified
damages suffered by the other party. Finally, the Registrant granted Zus a limited right of first option/review to license
additional products developed by the Registrant based on the ProAlgaZyme technology.

The Agreement will remain in effect until the expiration of the last patent relating to ProAlgaZyme, subject to the parties’
right to terminate the Agreement earlier in certain limited circumstances. Zus may terminate the Agreement upon 90 days
written notice. If Zus were to exercise such termination right during the first 90 days of the term, Zus would have no further
obligation to the Registrant beyond the initial payment of $255,000. If Zus were to terminate the Agreement following the
initial 90-day period, in addition to the initial payment of $255,000, Zus would be obligated to pay 150% of certain of the
Registrant’s costs, subject to a minimum payment of $250,000.
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