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FORWARD-LOOKING STATEMENTS

When used in this Quarterly Report on Form 10-@e, words “may”, “will”, “should”, “expect”, “believ e”, “anticipate”,

“continue”, “estimate”, “project”, “intend” and similar expressions are intended to identify forwdodking statements with
the meaning of Section 27A of the Securities AdtSattion 21E of the Exchange Act regarding eventglitions and financie
trends that may affect Milestorsefuture plans of operations, business strategsulte of operations and financial conditic
Milestone wishes to ensure that such statementsaecempanied by meaningful cautionary statementsuaunt to the saf
harbor established in the Private Securities Litiga Reform Act of 1995. Prospective investors eagtioned that an
forward-looking statements are not guarantees of futuréoperance and are subject to risks and uncertaindied the actua
results may differ materially from those includedhin the forwardlooking statements as a result of various fact@sch
forward-looking statements should, therefore, be considierdight of various important factors, includingdse set forth herei
and others set forth from time to time in Milest@neports and registration statements filed wite Becurities and Exchan
Commission (the “Commission”). Milestone disclaiamgy intent or obligation to update such forward#ow statements.
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MILESTONE SCIENTIFIC INC.
CONDENSED BALANCE SHEETS

June 30, 20C December 31, 20(

(Unaudited)
ASSETS
Current Assets
Cash and cash equivalel $ 498,57t $ 743,66!
Accounts receivable, net of allowance for doubtfcdounts of $5,000 in 2009 and 2! 797,62( 925,74
Inventories 632,62! 719,90:
Advances to contract manufactu 124,95( 250,11(
Prepaid expenses and other current a: 105,50¢ 218,29¢
Total current asse 2,159,28! 2,857,71
Advances to contract manufactu 400,73! 415,78
Investment in distributor, at cc 76,31¢ 76,31¢
Furniture, Fixtures & Equipment net of accumuladegreciation of $373,570 as of
June 30,2009 and $345,377 as of December 31, 154,51 152,57
Patents, net of accumulated amortization of $17a&lof June 30, 2009 and $135,406 as
of December 31, 20C 908,57: 901,04!
Other asset 15,87+ 7,317
Total asset $ 3,715,291 $ 4,410,75!
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payabl $ 1,008,711 $ 829,13(
Accrued expenses and other pay: 461,10¢ 495,89
Line of credi-net of discount of $36,1¢ 1,263,84i —
Total current liabilities 2,733,66! 1,325,02
Long-term Liabilities:
Line of credi-net of discount of $52,5¢ — 1,247,471
Notes Payab-net of discount of $12,555 and $11,927, respegti 437,44! 438,07.
Total lon¢-term liabilities 437,44! 1,685,54.
Commitments and Contingenci
Stockholder Equity
Common stock, par value $.001; authorized 50,0@sb@res; 13,117,574 shares
issued 550,093 shares to be issued and 13,08%24dssoutstanding as of June 2
2009; 12,695,685 shares issued, 504,639 sharesissied, and 12,662,352 shar
outstanding as of December 31, 2( 13,66 13,20(
Additional paic-in capital 59,893,58 59,531,86
Accumulated defici (58,451,55) (57,233,36)
Treasury stock, at cost, 33,333 sh: (911,516 (911,516
Total stockholdel equity 544,17¢ 1,400,18!
Total liabilities and stockholde’ equity $ 3,71529 $ 4,410,75!

See Notes to Condensed Financial Statements
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MILESTONE SCIENTIFIC INC.
CONDENSED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended June . Six Months Ended June 3
2009 2008 2009 2008

Product sales, ni 2,036,90: 1,540,88 $ 4,241,772 $ 2,928,87.
Royalty income — 9,007 — 23,17(
Total revenue 2,036,90: 1,549,89 4,241,72. 2,952,04.
Cost of products sol 862,74 594,43 1,779,29. 1,058,36:
Total cost of revenu 862,74: 594,43 1,779,29. 1,058,36:
Gross profit 1,174,16: 955,45( 2,462,43 1,893,68:
Selling, general and administrative exper 1,753,23 1,367,80 3,482,05: 2,839,78:
Research and development exper 32,345 36,00( 99,96¢ 84,31¢
Total operating expens 1,785,58 1,403,80 3,582,02. 2,924,10:
Loss from operation (611,42) (448,359 (1,119,59) (1,030,42)
Interest expens (37,98¢) (18,66¢) (85,389 (49,597
Interes-Amortization of debt issuanc (7,875 (7,567 (15,750 (13,69¢)
Interest incomt 742 1,471 2,54 4,707
Net loss applicable to common stockholc (656,54 (473,119  $(1,218,18) $(1,089,00)
Loss per share applicable to common stockholders

basic and dilute $ (0.05) % 0.0 3 (0.09 % (0.09)
Weighted average shares outstanding and to bedissue

basic and dilute 13,062,10 12,228,79 12,965,65 12,370,65

See Notes to Condensed Financial Statements
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MILESTONE SCIENTIFIC INC.
CONDENSED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQLY
SIX MONTHS ENDED JUNE 30, 2009

Balance, January 1, 20!
Options issued to employees and consult
Common stock issued for payment of consulting sesvio settl
accounts payabl
Common stock issued for payment of employee congiieme
Common stock to be issued for settlement of defecoenpensatio
Proceeds on the sale of stock option agree|
Net loss

Balance, June 30, 20!

See Notes to Condensed Financial Statements

(Unaudited)
Additional
Common Stocl Paic-in Accumulatec Treasury
Shares Amount Capital Deficit Stock Total
13,200,32 $ 13,20C $ 59,531,86 $ (57,233,36) $ (911,519 $ 1,400,18
108,35 108,35
137,29° 137 65,86¢ 66,00(
284,59: 28t 137,54( 137,82t
45,45¢ 45 24,95t 25,00(
25,00( 25,00(
(1,218,18) (1,218,18)
13,667,66 $ 13,667 $ 59,89358 $ (58,451,55) $ (911,510 $ 544,17¢
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MILESTONE SCIENTIFIC INC.
CONDENSED STATEMENTS OF CASH FLOWS (Unaudited)

SIX MONTHS ENDED JUNE 3(

2009 2008
Cash flows from operating activitie
Net loss $ (1,218,18) $ (1,089,00)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation expens 28,19: 37,21«
Amortization of patent 37,04: 23,58¢
Amortization of debt discour 15,75( 13,69¢
Common stock and options issued for compensatmmsudting and vendor servic 337,18: 267,23.
Loss on sale/disposal of equipm: — 4,99¢
Changes in operating assets and liabilit
Decrease (Increase) in accounts receiv 128,12: (217,739
Decrease in royalty receivak — 6,352
Decrease in inventorie 87,27 548,34!
Decrease to advances to contract manufac 140,20 215,15:
Decrease to prepaid expenses and other currers 112,78 76,87¢
(Increase) Decrease in other as: (8,557 17,21¢
Increase (Decrease) in accounts pay 179,58( (560,010
(Decrease) Increase in accrued expe (34,790 63,07:
Increase in deferred compensat — 3,95¢
Net cash used in operating activit (195,39) (589,05
Cash flows from investing activitie
Purchases of property and equipm (30,130) (4,29¢)
Proceeds on sale of equipm — 7,74¢
Payment for patents righ (44,56¢) (198,76()
Net cash used in investing activiti (74,699 (195,30)
Cash flows from financing activitie
Line of credit borrowinc 300,00(
Proceeds from sale of stock optic 25,00( —
Net cash provided by financing activiti 25,00( 300,00(
NET DECREASE IN CASH AND CASH EQUIVALENT! (245,089 (484,36()
Cash and cash equivalents at beginning of p¢ 743,66! 745,00
Cash and cash equivalents at end of pe $ 498,57t $ 260,64
Supplemental disclosure of cash flow informati
Income taxes pai $ 5,821 $ 3,14(
Stocks issued to employees in lieu of cash comjiens $ 134,82! $ 15,83
Warrants issued in connection with line of cre $ = $ 21,57¢
Shares issued to settle accounts pay $ 66,00( $ 518,84!

See Notes to Condensed Financial Statements
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MILESTONE SCIENTIFIC INC.

NOTES TO CONDENSED FINANCIAL STATEMENTS
(UNAUDITED)

ORGANIZATION, BUSINESS AND BASIS OF PRESENTATION
Milestone Scientific Inc. (“Milestone” or the “Corapy”) was incorporated in the State of DelawarAugust 1989.

The unaudited financial statements of Milestoneeha@en prepared in accordance with accountingiptascgenerally accept
in the United States of America for interim finaacinformation. Accordingly, they do not includd af the information an
footnotes required by accounting principles gemgradcepted in the United States of America for ptate financial statemen

These unaudited financial statements should beireadnjunction with the financial statements amdes thereto for the ye
ended December 31, 2008 included in Milestone’s uahrReport on Form 18: The accounting policies used in prepa
these unaudited financial statements are the sanf®mae described in the December 31, 2008 finbsteitements.

In the opinion of Milestone, the accompanying untadfinancial statements contain all adjustmegtnsgisting of norm:
recurring entries) necessary to fairly present Mdaes financial position as of June 30, 2009 and Deeezrh, 2008 and tl
results of its operations for the six months endigak 30, 2009 and 2008.

The results reported for the three and six montiieé June 30, 2009 are not necessarily indicafitbeoresults of operatio
which may be expected for a full year.

The Company has incurred operating losses andinegatsh flows from operating activities sinceiitseption, including a n
loss of $1,218,183 and $1,089,002 for the six m®rghded June 30, 2009 and 2008, respectively. A¢ 30, 2009, tt
Company had cash and cash equivalents of $498 /&Y &egative working capital of $574,386. The wogkaapital is negati
by the inclusion in current liabilities as of Ju8®@ 2009, of the $1,300,000 line of credit, dueJane 30, 2010. As discusse!
Note 5, the Company secured a revolving line oflitie the aggregate amount of $1.3 million fronstackholder which lin
was fully borrowed at December 31, 2008. All boritoge and interest thereon must be repaid by Jupn@@MD, and after tl
expiration date of the line, may be repaid by Mide® in cash or, or at its option, in shares of wmm stock. As mention
above, this borrowing is classified as a curredility as of June 30, 2009. Additionally, the Canp borrowed $450,000
2008 from the same shareholder, with a due datiofiary 2009. This additional borrowing was refoehat December &
2008 and the due date was extended to June 30,(28Xscussed in Note 5). The Company, at Jun2(I, expects to ha
sufficient cash reserves to meet all of its antit#d obligations through December 31, 2009. Adddtily, the Company
actively pursuing the generation of positive calglvé from operating activities through an increaseevenue based up
managemens$ assessment of present contracts and currentiaiggu and reductions in operating expenses.elfGbmpany |
unable to generate positive cash flows from itsraiireg activities, it will need to raise additioradpital. There is no assura
that the Company will be able to achieve positiperating cash flows or that additional capital tenraised on terms a
conditions satisfactory to the Company, if at Hiladditional capital is required and it cannotrbesed, then the Company wo
be forced to curtail its development activitiesJuee marketing expenses for existing dental preadocedopt other cost sav
measures, any of which might negatively affectGloenpany’s operating results.

The Companys recurring losses and negative operating cashsfl@ises substantial doubt about its ability totiome as
going concern. The accompanying financial statemdatnot include any adjustments that might resoith the outcome of th
uncertainty.
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NOTE 1 — SUMMARY OF ACCOUNTING POLICIES
Cash and Cash Equivalents

Milestone considers all highly liquid investmentarghased with an original maturity of three montisless to be ca
equivalents.

Inventories

Inventories principally consist of finished goodsdacomponent parts stated at the lower of costffir, first-out method) ¢
market.

Patents

Patents are recorded at actual cost to preparefilenthe applicable documents with the United StaRatent Office, «
internationally with the applicable governmentaliaa in the respective country. Although certairtgoais have not yet be
approved, the costs related to these patents arg bmortized using the straiglite method over the estimated useful lifi
the patent. If the applicable patent applicationlisnately rejected, the remaining unamortizecahae will be expensed in 1
period in which the Company receives a notice athstejection. Patent applications filed and patestitained in foreig
countries are subject to the laws and procedusdddiffer from those in the United States. Patentgtion in foreign countrit
may be different from patent protection under Uthitates laws and may not be favorable to the Coypehe Company al:
attempts to protect our proprietary informationotigh the use of confidentiality agreements limitaress to our facilitie
There can be no assurance that our program of tsatmnfidentiality agreements and restricted acteur facilities will b
sufficient to protect our proprietary technology.

Revenue Recognition

Revenue from product sales is recognized net abdists and allowances to our domestic distributorshe date of arrival
the goods at the customegidocation as shipments are FOB destination. Shipsn® our international distributors are FOB
warehouse and revenue is therefore recognizedipmsht. In both cases, the price to the buyexisdiand the collectability
reasonably assured. Further, we have no obligatiothese sales for any post sale installationupett maintenance, the
being the responsibility of the buyer. Customereptance is considered made at delivery. Our onligation after sale is tt
normal commercial warranty against manufacturinfgcts if the alleged defective unit is returnedhivitthe warranty period.

Royalty income was recognized as earned basedpmmtsereceived from the licensee, and related tpyatpense is accru
during the same period.

Use of Estimates

The preparation of financial statements in conftymvith accounting principles generally acceptedttie United States
America requires management to make estimates ssumgtions in determining the reported amountsseéts and liabilitie
and disclosure of contingent assets and liabilidiethe date of the financial statements and redaaimounts of revenues
expenses during the reporting period. The mostifgignt estimates relate to the allowance for dawbaccounts, invento
valuation, cash flow assumptions regarding evadaatfor impairment of long§jved assets and valuation allowances on def
tax assets. Actual results could differ from theseémates.

Recent Accounting Pronouncements

Emerging Issues Task Force (“EITF") Issue No.7Q8ccounting for Defensive Intangible Assets, e$un November 200
provides accounting and reporting guidance whemtamgible acquired though a business combinatioanocasset acquisiti
that an entity does not intend to use but doesiéhte prevent others from using, commonly callettfensive asset or a loc}
up asset, because while the asset is not beingebctised, it is likely contributing to an increasehe value of the other ass
owned by the entity. This issue is effective fotaimgible assets acquired on or after the beginofniipe first annual peric
beginning on or after December 15, 2008. This &tate does not currently impact the financial staets of the Company.
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EITF Issue No. 07, Accounting for Collaborative Agreements, issuretllovember 2007, defines a Collaborative Arrangetr
and establishes the reporting requirements fors&etions between participants in a collaborativareyement and betwe
participants in an arrangement with third partiglsis issue shall be effective beginning after Delseni5, 2008 and interil
periods within those fiscal years. This Statememtschot currently impact the financial statemeftah® Company.

In December 2007, the Financial Accounting StansldBdard (FASB) issued SFAS No.141 (revisedSudmmary No. 14
(revised 2007)". SFAS No.141 (revised) provides for improving thkevance, representational faithfulness, and contyilaya
of the information that an entity provides in itaancial reports about a business combination gneffects. SFAS No.14
(revised) applies prospectively to business contliina for which the acquisition date is on or aflercember 15, 2008. Tr
statement does not currently impact the finand¢&ksnents of the Company.

In December 2007, the FASB issued SFAS No.160Joh-controlling Interest in Consolidated Financi8tatementsand
amendment of ARB No. 51'SFAS No0.160 establishes accounting and reportiagdstrds for nomontrolling interests
sometimes called minority interests, the portiora@dity in a subsidiary not attributable, direatlyindirectly, to a parent. SFA
No0.160 is effective for fiscal years, and interireripds within those fiscal years, beginning aftexcBmber 15, 2008. Th
statement does not currently impact the finand&ksnents of the Company.

In March 2008, the FASB issued SFAS No. 161, “lisare about Derivative Instruments and Hedging Viteds — an
amendment of FASB No. 133". This Statement requérgsanced disclosure about an entityérivative and hedging activitie
The effective date for this Statement is for finahstatements issued for fiscal year and interieniquls beginning afte
November 15, 2008. This Statement does not cugrenpact the financial statements of the Compi

In May 2008, the FASB issued FSP Accounting PriesipBoard (APB) Opinion 14-1,Atcounting for Convertible Del
Instruments That May Be Settled in Cash upon Caieer(Including Partial Cash Settlement)” (FSP ARBL) which applie:
to all convertible debt instruments that have asettlement feature; which means that such corlertiebt instruments, t
their terms, may be settled either wholly or péstim cash upon conversion. FSP APB 14equires issuers of convertible d
instruments that may be settled wholly or partiatlycash upon conversion to separately accounthiariability and equity
components in a manner reflective of the issueonconvertible debt borrowing rate. Previous go@ provided for accountit
for this type of convertible debt instrument enjiras debt. FSP APB 1%44s effective for financial statements issuedffecal
years beginning after December 15, 2008 and intperiods within those fiscal years. This statenukr@s not currently impa
the financial statements of the Company.

In May 2008, the FASB issued SFAS No. 163, “Accaumtfor Financial Guarantee Insurance Contra@s interpretation c
FASB No.60".The Statement requires that an insurance enten@ésgnize a claim liability prior to an event afdult, wher
the evidence that credit deterioration has occuimeh insured financial obligation. This Statemesnéffective for fiscal year
beginning after December 15, 2008, and interimqguoisriwithin the fiscal year. This Statement does austently impact thi
financial statements of the Company.

In May 2009, the FASB issued SFAS No. 165, “Subsatjitvents” —a statement that requires disclosure of eventsoitair
after the balance sheet date, but before the fiabstatements are issued. The effective dateisfsfatement is for interim «
annual financial periods after June 15, 2009. Bt&ement does impact and is adopted by the Comgmany the effective da
of the statement.

The FASB issued Statement N0.166, — AccountingTi@nsfers of Financial Assets an amendment of FASB No. 140
June 2009. The purpose of this statement was tresslghractices that developed subsequent to thaniss of SFAS No. 14
that were not consistent with the intent or keyuiegments of that statement. This statement musppéed as of the beginnir
of each entitys first annual reporting period that begins aftev&mber 15, 2009. This Statement does not currémihact the
financial statements of the Company.

Statement No.167 —Amendment to FASB Interpretation No.46(R) was issire June 2009 by the Financial Account
Standards Board. The purpose is to improve findrreiporting by enterprises involved with variablgerrest entities. Th
statement is effective as of the beginning of e&aglorting entitys first annual reporting period that begins aftevémber 15
2009. This Statement does not currently impacfittencial statements of the Company.

10
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Reclassifications

Certain reclassifications have been made to th& B@tances to conform to the presentation use@® 2These reclassificati
had no effect on operating results previously regubr

NOTE — 2 BASIC AND DILUTED NET LOSS PER COMMON SHAR E

Milestone presents “basic” earnings (loss) per comrshare applicable to common stockholders andpglicable, “diluted”
earnings (loss) per common share applicable to camstockholders pursuant to the provisions of $tat@ of Financi:

Accounting Standards No. 128, “Earnings per Sh@8FAS 128). Basic earnings (loss) per common shamalculated k

dividing net income or loss applicable to commarckholders by the weighted average number of comshanes outstandi

and to be issued during each period. The calculatfaliluted earnings per common share is simdahat of basic earnings |

common share, except that the denominator is iseck#o include the number of additional common eshahat would ha

been outstanding if all potentially dilutive commsimares, such as those issuable upon the exefatmck options and warrai

were issued during the period.

Since Milestone had net losses for the three anthenths ended June 30, 2009 and 2008, the assefifieets of the exercise
outstanding stock options and warrants were ndudegel in the calculation as their effect would héveen antdilutive. Sucl
outstanding options and warrants totaled 1,2958&3lune 30, 2009 and 3,535,412 at June 30, 20@8mEjor reduction in tt
total outstanding options and warrants is due ¢oetkpiration of 2,182,946 of warrants in the faistd second quarter of 20
Outstanding warrants totaled 175,000 at June 319 2@d 2,357,946 at June 30, 2008.

NOTE — 3 STOCK OPTION PLANS

Effective January 1, 2006, Milestone adopted SFAS 123R, “Share-Based Paymentan Amendment of FASB Statem
No. 127" (SFAS No. 123R), under the modifigatespective transition method whereby prior periad not be restated fi
comparability. SFAS No. 123R requires all shhased payments to employees, including grants plame stock options,
be recognized in the statements of operations thesrservice period, as an operating expense, basdte grantdate fai
values. Prderma disclosure is no longer an alternative. Aseesult of adopting SFAS No. 123R, Milestone recagsia
compensation expense in its financial statememtstivested portion of existing options granted mtdothe effective date a
the cost of stock options granted to employees #ite effective date based on the fair value ofdfoek options at grant de
Prior to the adoption of SFAS No. 123R, Milestormeaunted for its stock option plans using the n#i¢ value method

accounting prescribed by APB Opinion No. 25.

A summary of option activity for employees undee fhlans as of June 30, 2009, and changes duringixhaonths ended
presented below:

Weighted
Weighted Average Aggregate
Number Averaged Remaining Intrinsic
of Exercise Contractual Options
Options Price Life (Years) Value
Outstanding, January 1, 20 570,83: $ 1.51 3.01 $ 75
Granted 403,05t 0.5t 4,74 —
Exercisec — — — —
Forfeited or expires (263,55¢) 4.4C —
Outstanding, June 30, 20 710,33: 1.0¢ 3.217 26,29:
Exercisable, June 30, 20 442 24 0.64 2.6° 1,38¢

The weighted average grant date fair value of ogtigranted to employees during the six months eddeéd 30, 2009 w
$0.46. The fair value of the options was estimaiedhe date of grant using the BlaSkholes option pricing model with 1
following weighted average assumptions: expecfedilie years, volatility of 301% and a risk fragdrest rate of 1.20%. A ¢
percent rate of forfeitures is assumed in the daficn of the compensation costs for the period.

Milestone recognizes compensation expense on gldtriine basis over the requisite service peribdring the six montt
ended June 30, 2009, Milestone recognized $46,22®al compensation cost related to options trestted during the peric
As of June 30, 2009, there was $99,819 of totabemgnized compensation cost related to wested options which Milesto
expects to recognize over a weighted average pefidttee and one quarter years.

11
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The expected volatilities are based on historiaabtdity of Milestones common stock over a period commensurate
anticipated term. Milestone uses historical datasiimate option exercise and employee terminatitimn the valuation mode
The expected term of the options granted was etttnasing the simplified method as the averagdefcbntractual term a
vesting term of the option.

A summary of option activity for noemployees under the plans as of June 30, 200 tamyes during the six months en
is presented below:

Weighted

Weighted Average Aggregate

Number Averaged Remaining Intrinsic

of Exercise Contractual Options

Options Price Life (Years) Value
Outstanding, January 1, 20 627,46 3.14 1.61 —
Granted 135,00( 0.2t 3.3C 35,25(
Exercisec — — — —
Forfeited or expirel (352,46%) 3.44 — —
Outstanding, June 30, 20 409,99¢ 1.94 2.9¢ 35,25(
Exercisable, June 30, 20 347,49¢ 1.8¢ 3.0t 35,25(

During the six months ended June 30, 2009, Milestatognized $62,136 of expenses related toemaployee options th
vested during the period. The total unrecognizemipensation cost related to neested options was $32,382 as of Jun
20009.

In accordance with the provisions of SFAS No0.123R,other issuances of common stock, stock option®ther equit
instruments to nommployees as consideration for goods or servicesved by Milestone are accounted for based orfatin
value of the equity instruments issued (unlessfairevalue of the consideration received can beemefiably measured). T
fair value of any options or similar equity instrents issued is estimated based on the Black-Scloplésn{pricing model
which meets the criteria set forth in SFAS No. 128Rd the assumption that all of the options oeo#guity instruments w
ultimately vest. Such fair value is measured asrofppropriate date pursuant to the guidance icdhsensus of the EITF -
EITF Issue No. 988 (generally, the earlier of the date the othetypbecomes committed to provide goods or servigethe
date of performance by the other party is complate) capitalized or expensed as if Milestone had gash for the goods
services.

NOTE — 4 CONCENTRATION OF CREDIT RISK

Milestone’s financial instruments that are exposed to comagohs of credit risk consist primarily of cashade accoun
receivable, and advances to contract manufactutdilestone places its cash and cash equivalenth Veitge financic
institutions. At times, such investments may beeitess of the Federal Deposit Insurance Corpordtisarance limi
Milestone has not experienced any losses in suobuats and believes it is not exposed to any saamf credit risks. Financi
instruments which potentially subject Milestonectedit risk consist principally of trade accourdgseivable, as Milestone dt
not require collateral or other security to suppmrstomer receivables, and advances to a contranufacturer. Milestor
entered into a purchase agreement in 2004 withndaoreto supply Milestone with 5,000 units @mpuDent As part of thi
agreement, Milestone has a remaining advance abaippately $525,685 with the vendor for purchasenefterials at June &
2009. The advance will be credited to Mileston¢hasgoods are delivered. Milestone does not beliezesignificant credit ris
exists with respect to this advance to the contrentufacturer at June 30, 2009.

Milestone closely monitors the extension of creditits customers while maintaining allowances, eécessary, for potent
credit losses. On a periodic basis, Milestone etahiits accounts receivable and establishes @maalte for doubtful accoun
based on a history of past wribéfs and collections and current credit conditiodanagement does not believe that signifi
credit risk exists with respect to accounts reddivat June 30, 2009.
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NOTE — 5 LINE OF CREDIT AND NOTE PAYABLE

On June 28, 2007, the Company secured a $1 miliren of credit from a stockholder. This borrowingasvamended

$1,300,000 as of September 30, 2008 under the sarms and conditions as the original. Borrowingarkiaterest at 6% p
annum, with one yeas’interest at 1% payable in advance on each draamidd may be drawn by Milestone under the lir
multiples of $100,000 upon five days written notioeghe stockholder from either MilestoreChief Executive Officer or Chi
Financial Officer. Monies under the line in exce$s$1,000,000 may be drawn in multiples of $25,0B0rrowings may k
prepaid at any time in multiples of $100,000, withpenalty. All borrowings and interest thereon trues repaid by June {
2010, and after the expiration date of the liney iha repaid by Milestone in cash or, at its optionshares of common stc
valued at the lower of $2.00 per share or 80% efabherage closing price of its shares during th&&fing days ending wi
December 31, 2008. At December 31, 2008, the csioreprice at 80% of the average closing pricchef€ompanys commo
stock was $0.26 per share. After December 31, 2808 before June 30, 2010 the lender may convest ahy part of the the
outstanding balance and interest thereon into shafr€€ommon Stock at $4.00 per share. Three yearania exercisable
$5.00 per share, in an amount determined by digi&®®o of the amount borrowed by $5.00 will be issoa each drawdow
There is no facility fee on the line. The warraméve been valued as of each draw down using thekElaholes model and ¢
reflected as a discount against the debt incurrekeuthis line of credit. At June 30, 2009, the aéring balance of De
Discount was $36,152. The full amount of the lifecredit and amendment, $1.3 million, had been draivDecember 3
2008. As of June 30, 2009, this line of creditlassified as a current liability on the CondensedaBce Sheet. The Comp:
borrowed an additional $450,000 from the same $lodder in 2008. The borrowing was originally on ghterm loan with

maturity date of January 19, 2009. In December 2808 borrowing was refinanced with the shareholdigh a due date
June 30, 2012. The borrowing includes a 12 pericgetest rate, interest compounded quarterly, witbrest and principle d
at the maturity. Further, the note has warrantsots@ble for five years at the price of $0.32 gears for 45,000 shares of stc
The warrants were valued using the Bl&tnholes model and are reflected as a discount stghie debt. At June 30, 2009,
discount was $12,555.

Interest expense on this line of credit and notapke for the six months ended June 30, 2009 an8 #0$85,389 and $49,5!
respectively. Accrued interest related to this lofecredit and note payable was $179,056 at Jup@@09. The charge f
amortization of debt discount related to this lofecredit and note payable is $15,750 and $13,8®6Hhe six months end
June 30, 2009 and 2008, respectively.

NOTE — 6 STOCK ISSUANCE

During the six months ended June 30, 2009, the @ompssued 137,297 shares of common stock valuedb@t000 i
connection with public relations and consulting exges. Additionally, 284,592 shares of common statked at $137,8:
were issued for payment of employee compensationdém54 shares of common stock valued at $25,08@o0abe issued
settlement of deferred compensation.

NOTE — 7 SIGNIFICANT CUSTOMERS

Milestone had net product sales to two customeigtrifgutors) which in the aggregate accounted fogpraximately 65% ar
92% of revenue for the six months ended June 309 2dhd 2008, respectively. Milestone had salesn® customer |
worldwide distributor of Mileston&’ products based in South Africa) of $813,526 d¥1®r the six months ended June
2009. Accounts receivable from these two custoraersunted to $476,826 and $481,560 representing &@%85% of gro:
accounts receivable as of June 30, 2009 and Jyri2088, respectively.
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Milestone’s sales by product and by geographiggibreare as follows:

Three Months Ended June :

2009 2008
Instruments $ 815,90! $ 128,47
Handpiece:! $ 1,200,36 $ 1,394,12.
Other $ 20,62¢ $ 18,28¢
$ 2,036,90; $ 1,540,88:
United State! $ 1,408,333 $ 989,30:
Canad: $ 151,17: $ 157,18
Other Foreigr $ 477,39 $ 394,39
$ 2,036,90 $ 1,540,88.
Six Months Ended June 3

2009 2008
Instruments $ 1,602,12; $ 347,67
Handpiece:! $ 2,595,58 $ 2,543,06!
Other $ 44,01¢ $ 38,12¢
$ 4,241,72. $ 2,928,87.
United State! $ 2,886,83 $ 1,887,01:
Canade $ 292,45( $ 317,50
Other Foreigr $ 1,062,441 $ 724,34
$ 4,241,722 $ 2,928,87.

In January 2007, Milestone finalized an Exclusivistiibution and Supply Agreement with Henry Schéirg. Henry Scheir
Inc. served as the exclusive distributor@FAand CompuDentsystems (and ancillary products) in both North Aiggerand
Canada, for a one year period. In June 2008, Mitesimplemented a change to its domestic distobustrategy and signe
Henry Schein, Inc. as a non-exclusive distributoBdAand CompuDensystems (and ancillary products) in the United &3
and Canada. That same month, the Company alsodsigaterson Dental Supply as an additional exclusive partner t
promote sales of our products in the United States Canada. Early in the third quarter, the Compadded four more non-
exclusive distributors to our domestic sales nekwancluding Benco Dental, Burkhard Dental, GoeR2ental and Atlanti
Dental. Milestone continued to expand its domedistribution network during the first six months 2909, welcoming Darb
Dental Supply, Dental Health Products, Nashvilleaeéand Parkway Dental.

The Company has informal arrangements with the fiaatwrer of ourSTA, CompuDentand CompuMedunits, one of th
principal manufacturers of our handpieces andHosé units pursuant to which they manufacture tpeseéucts under specif
purchase orders but without any loteym contract or minimum purchase commitment. Tlen@any has established
alternate source of supply for our handpieces im&hnd other alternate sources of supply exist.

NOTE — 8 COMMITMENTS AND OTHER
Contract Manufacturing Arrangement

Milestone has informal arrangements for the marufacof its products.CompuDent, STAand CompuMedunits are
manufactured for Milestone by Tricor Systems, Iparsuant to specific purchase ordeffie Wanddisposable handpie:
without a needle is manufactured for Milestone iexito pursuant to scheduled production requiremdiits Wandand STA
handpieces (with and without needles) is suppl@dvilestone by a product broker that arranges fsrmanufacture b
manufacturers in China.

The termination of the manufacturing relationshighvany of the above manufacturers could have a&nshtadverse effect ¢
Milestones ability to produce and sell its products. Althbuglternate sources of supply exist and new maturiag
relationships could be established, Milestone waddd to recover its existing tools or have nevistpooduced. Establishme
of new manufacturing relationships could involvgnsiicant expense and delay. Any curtailment oelintption of the supply
whether or not as a result of termination of suctlationship, would adversely affect Milestone.

NOTE — 9 SUBSEQUENT EVENTS

As of July 1, 2009, Milestone established a dipgth to its international distributoreetwork. Effectively, Milestone will se
directly to existing and new international distfitws, rather than through its previous worldwidstritbutor in South Africa. A
part of the change, Milestone agreed to pay a casion to the previous distributor, based on adhiatnational sales, over tl
next six years. The commission is structured at levels: Level One is based on historical salesima and Level Two i
determined for incremental sales volume over theeL®ne plateau. The company evaluated this everdune 2009 an



continues to monitor the agreement through the thattethe financial statements are issued.
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ITEM 2. Management'’s Discussion and Analysis and Bh of Operation.

The following discussions of our financial conditi@nd results of operations should be read in cmtijon with the
financial statements and the notes to those statisnmecluded elsewhere in this Form Q0-Certain statements in this discus
and elsewhere in this report constitute forwkmaking statements, within the meaning of sectié& ®»f the Exchange Act, tt
involve risks and uncertainties. Our actual resuitay differ materially from those anticipated inesie forwardeoking
statements. See “Risk Factors” on Part Il. ITEMdfAhis Form 10-Q.

OVERVIEW

During the second quarter of 2009, Milestone reedifocused on advancing efforts to achieve itspgvimary objectives
those being:

e Optimizing our tactical approach to product saled aarketing in order to materially increase petein of th
global dental and medical markets with our proprigt patented Computer-Controlled Local Anesth&shvery (C-
CLAD) solution, theSTA Single Tooth Anesthesia Sys( STA Syster); and

< Identifying and pursing strategic collaborationsthwthird parties to jointly develop new productslizing our
patented CompuFlo pressure force technology foehoew medical application

STA System Award— Industry Recognition

Since its market introduction in the spring of 200% STA Systerhas received rave reviews and awards from the &
industry. In July 2007, noted industry publicatibentistry Todayfeatured theSTA Systeras one of the Top 100 Products
2007,” helping to promote much broader recognitiérihe instrument and validating tI8TA Systems value proposition fi
dentists and patients, alike. In April 2008edical Device & Diagnostic Industmnagazine distinguished ttf&TA Systeras
2008 Medical Design Excellence Award winner in tBental Instruments, Equipment and Supplipsdduct category. Of tl
33 products to receive this coveted award Sfé Systewas one of only two winning products that servetdigpractitioners.

In December 2008, thBTA Systerwas again recognized as one of the dental indgsbgst technological innovatio
winning a “Townie Choice Award” fronDentaltown Magaziné the category “Anesthetics: Technique Systemtiis marke
the second consecutive year that Milestone wonocavfile Choice Award” —in 2007, the Company won the same award fi
CompuDent/The Wand\lso in December 2008, Milestone’s STA System wamed as @ental Products ReportTop 10(
2008 Product of Distinction. Each yeB?R spotlights the yeas' Top 100 products. Of these 100 products, 50h&remnes mo
often inquired about bYDPR’ s readers via an online and Product InformationdGaader service program. The othel
represent “New Classics,” which recognize bothad newer products and categories choseDPR’s editorial staff for the
“perceived impact on driving innovation or helpittgestablish a new, higher standard of care faepet” TheSTA Systerwas
recognized as a “New Classic” in the Technologggaty.

Second Annual Symposium on-CLAD

In addition to winning noted acclaim among leaddental publications, our award winnifgTA Systerhas also bet
gaining the support of many of the woddeading dental practitioners and key opinion éeadin February 2008, we hosted
First International GZLAD Symposium in New Orleans, welcoming a distiistped panel of dental experts who gathere
discuss advancements in the scientific and clinpzakttice communities toward the common goal ofaading the scienc
knowledge and art of CLAD in dentistry. The forum yielded a number ofciéixg ideas on how Milestone can integrate
STA Systemot only into dental school curricula, but alsoesmd messaging regarding its many unique benefitagadent:
community and patients, alike.
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On May 1-3, 2009, Milestone hosted th&dZAnnual Symposium on GLAD in Amelia Island, Florida. Stanley Malame
DDS, Professor of Anesthesia & Medicine at the @ity of Southern California, School of Dentistagain served ¢
Chairman of the invitational event. With attendamdple that of 2008, this year's Symposium coveeetiroad range of C-
CLAD-related topics including:

e The History of (<CLAD

e Treating with Connectio

e Heart Rate Stud

«  STACompassionate Care in the stCentury
e Injection Advances and Challenc

e Physiologic and Clinical Characteristics of PDL Atiesia Delivered by a High Pressure Handpiece a
Computerized Devic

*  TheSTAfor Tots and Teen

e Computerized Local Anesthesia in Dentistry: A Rew

e Todays Technology

« Managing a Successful Dental Practice: Why PeoplepkComing Bac
e STA— The Dental Scho’s Perspectiv:

«  Futuristic Vistas: The Dentist/Hygienist Partnepe

In October 2009, Milestone expects to publish andadlly distribute more than 100,000 copies of a @hensive
monograph reflecting the topics discussed at thre®gium and a consensus on the attendstgides, ideas and suggestir
relating to promoting global industry adoption ofGQLAD technologies as the new standard of care flininistering dente
injections.

STA System Growt

Since its market introduction in early 2007, 8iEA Systerhas been used to deliver tens of millions of sefiective anc
comfortable injections. The instrument has alsmidagorably evaluated in numerous peeviewed, published clinical studi
and associated articles. Moreover, there appedre #8 growing consensus among users thahe Systeris proving to be |
valuable and beneficial instrument that is posiyiiempacting the practice of dentistry worldwidehd utility and value of th
STA Systers perhaps best summarized by Dr. Joe Blaes, wintewn the December 2008 edition Déntal Economics “I
tried theSTA Systerand my patients absolutely love it. This is a naiter — go get one ASAP!”

Global Distribution Network

The STA Systerand related handpieces are marketed to the dewliadtry in the United States and Canada by matlya
nation’s leading dental supply companies including Heratye$, Inc., Patterson Dental Supply, Benco Delatkhart Dental
Goetze Dental, Atlanta Dental, Darby Dental Supplgntal Health Products, Nashville Dental and Paskental.

Collectively, our domestic network has more thas0Q, independent sales representatives trainedllttheeSTA Syster
and related handpieces to dentists throughout thitl States and Canada.

On the global front, we also have granted exclusiagketing and distribution rights for tI&TA Systerto select dente
suppliers in various international regions. Theglude Istrodent in South Africa and Unident in theandinavian countries
Denmark, Sweden, Norway and Iceland.

In May 2009, the Company signed an Exclusive Distion and Marketing Agreement with China NatioMxdicines
Corporation d/b/a Sinopharm, which is Chm#argest domestic manufacturer, distributor andkatar of pharmaceuticals a
importer of medical devices and the courgriargest domestic distributor of dental anesthegigules to the Chinese der
industry.

Shortly before the end of the second quarter, Miles announced that it was refining its marketitmgtegy to gain great
access to and penetration of the internationaladiemarkets for th&TA System, CompuDentd related disposable hand piet
The new sales strategy provides for increasing $ramdoversight and support of Milestos@xisting international distributic
network, while also attracting new distributors ainghout Europe, Asia and South America. To assisthis endeavol
Milestone named Shaul Koren, founder and CEO abdeint Pty Ltd AB and one of Milestc's strongest marketing alli



outside of the U.S., as its new international sdiesctor. In collaboration with senior managemeévit, Koren will helg
manage product sales for the Company in all nonedticymarkets worldwide.
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As a result of growing market awareness and apgtieni of theSTA Systemcoupled with our active marketing effo
sales of the instrument (and related handpieceddigd four consecutive quarters of growth in 206&he first six months «
this year, we saw no indication that this trendl@ving or reversing. Sales of ti8TA Systerand related handpieces hel
increase total revenues by $1,496,058 during thensinths ended June 30, 2009, when compared tsathe six month peris
in the prior year.

Segmented Sales Performan

The following table shows a breakdown of our prddiales (net), domestically and internationally,pogduct categor
and the percentage of product sales (net) by eachupt category:

Three Months Ended June

2009 2008

DOMESTIC

Instruments $ 527,72¢ 37.5% $ (27,009 -2.8%

Handpiece:! 861,99: 61.2% 1,000,73 101.2%

Other 18,62( 1.2% 15,56¢ 1.6%
Total Domestic $ 1,408,33I 100.% $ 989,30: 100.(%
INTERNATIONAL

Instruments $ 288,18( 45.8% $ 155,47¢ 28.2%

Handpiece: 338,37¢ 53.8% 393,38 71.%%

Other 2,00¢ 0.4% 2,71 0.5%
Total Internationa $ 628,56¢ 100.(% $ 551,58( 100.(%
DOMESTIC/INTERNATIONAL ANALYSIS

Domestic $ 1,408,33! 69.1% $ 989,30: 64.2%

International 628,56t 30.%% 551,58( 35.8%
Total Product Sale $ 2,036,90: 100.(% $ 1,540,88. 100.(%

Six Months Ended June 3

2009 2008

DOMESTIC

Instruments $ 1,054,13: 36.5% $ 54,14 2.%

Handpiece! 1,793,80: 62.1% 1,800,41 95.4%

Other 38,89: 1.4% 32,46( 1.7%
Total Domestic $ 2,886,83. 100.(% $ 1,887,01: 100.(%
INTERNATIONAL

Instruments $ 547,98 40.8% $ 293,53t 28.2%

Handpiece! 801,78( 59.2% 742,65: 71.2%

Other 5,12¢ 0.4% 5,66¢ 0.5%
Total Internationa $ 1,354,89! 100.(% $ 1,041,85! 100.(%
DOMESTIC/INTERNATIONAL ANALYSIS

Domestic $ 2,886,83. 68.1% $ 1,887,01: 64.4%

International 1,354,89 31.% 1,041,85! 35.6%
Total Product Sale $ 4,241,72 100.(% $ 2,928,87. 100.(%

The Company earned gross profits of 58% for theetrand six months ended June 30, 2009, respectidelyever, oL
revenues and related gross profits have not befficient to support our overhead, new product idtretion and research ¢
development expenses. Although the Company antespaxpending funds for research and developmer0b0, thes
amounts will vary based on the operating resultefzh quarter. The Company has incurred oper&issgs and negative ci
flows from operating activities since its inceptidrhe Company is actively pursuing the generatibopositive cash flows frol
operating activities through increase in revenwsseasment of current contracts and current negotiatind reduction
operating expenses. The Company, at June 30, 20Qcts to have sufficient cash reserves to méeaifats anticipate
obligations through December 31, 2009.

New Product Development and Commercialization Witig CompuFlo Technolog

Over the last decade, the drug delivery industry é@olved to become a key area in the developmieralae-adde:
pharmaceutical products. According to market rageéirm Business Insights,The global market grew from $15 billion
$40 billion during 200006 as companies increasingly turned to drug eelitechnologies as a means of expanding pr
lifecycles, enhancing drug efficacy and maximiziagenues.’Moreover, industry analysts agree that as patiarddonger an
are diagnosed with chronic and often debilitatiighants, the result will be a dramatic increaseseff-administration of dru



therapies in notraditional settings for a number of conditions.isTtrend is creating an increased interest in Lt
administration that are patient-friendly and ceffective. It appears that pharma company decisiakers are realizing that n
drug product success no longer only depends onntldication itself, but also on achieving a patigi@ndly form o
application.
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In keeping with our stated goal for leveraging Mitme's patente€€ompuFlotechnology in new medical applicatiol
Milestone’s management team has also continued to identiflypamsue opportunities to form strategic collabiorat in the
areas of sel&kdministered drug delivery, injections for ostebaftis pain management and epidurals. The respda:
Milestone’s proprietary technology with whom Milestone hagaged in meaningful teaming discussions has cosdiria be
encouraging. Throughout 2008, the Company met hagdthcare companies who expressed interest imfp@itepplications o
the CompuFlo technology. As Milestone progressesutith 2009, the Company will maintain its pursditGompuFlo-basec
product development prospects that are deemed dise pnromising and commercially viable, and offex greatest potential fi
allowing Milestone to fully realize the product édepment and commercialization opportunities.

Executive Management Chanc

On March 27, 2009, we accepted the resignatioruofGhief Executive Officer, who chose to leave Mitee to pursue
new career opportunity. Our Chairman of the Boaad temporarily assumed the post of Interim Chieddtxive Officer ant
will remain as such until a suitable replacemerstbeen identified and appointed by our Board oéEtors.

Technology Rights

The technology underlying o@afetyWan@nd CompuFlotechnology and an improvement to the controlsfompuDen
were developed by our Director of Clinical Affamad assigned to us. We purchased this technologguant to an agreeme
dated January 1, 2005, for 43,424 shares of resdricommon stock and $145,000 in cash, paid onl Ap2005. In addition
our Director of Clinical Affairs will receive addinal contingent payments of 2.5% of our total saiéCompuDenand Wanc
Plus units using some of these technologies, andb%ur total sales o6TAunits and handpieces using some of our ¢
technologies. If products produced by third partise any of these technologies, under a license Miestone, then he wi
also receive the corresponding percentage of thsideration received by us for such sale or license

Summary of Significant Accounting Policies, Judgmets and Estimates

Our discussion and analysis of our financial caaditand results of operations are based upon oanéial statement
which have been prepared in accordance with actc@uptinciples generally accepted in the Unitedt&taof America. Th
preparation of these financial statements requise® make estimates and judgments that affeatefh@rted amounts of asse
liabilities, revenues and expenses, and relatedadisre of contingent assets and liabilities. Oroagoing basis, we evalua
our estimates, including those related to accorgtsivable, inventories, stodlased compensation, and contingencies. We
our estimates on historical experience and on wuariother assumptions that are believed to be rehsorunder th
circumstances, the results of which form the b#misnaking judgments about the carrying valuesssfess and liabilities th
are not readily apparent from other sources. Actaallts may differ from those estimates underedéfiit assumptions
conditions.

Accounts Receivab

The realization of Accounts Receivable will havsignificant impact on the Company. ConsequentlyeMone estimate
losses resulting from the inability of its customiéo make payments for amounts billed. The colklita of outstanding
amounts is continually assessed.

Inventories

Inventory costing, obsolescence and physical cbate significantly important to the ayping operation of the busine:
Inventories principally consist of finished goodsdacomponent parts stated at the lower of costtffir, first-out method) o
market. Inventory quantities on hand are reviewedaoguarterly basis and a provision for excess @mgblete inventory i
recorded if required based on past and expectadsfstles.

Impairment of Lon-Lived Assets

The long lived assets of the Company, principaliyepts and trademarks are the base features bllieess. We revie
long-ived assets for impairment whenever circumsta@eessituations change such that there is an indic#ttat the carryini
amounts may not be recoverable. The carrying valubke asset is evaluated in relation to the opeggierformance and futu
undiscounted cash flows of the underlying assets.
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Revenue Recognitic

Revenue from product sales is recognized net abdists and allowances to our domestic distributorghe date of arriv
of the goods at the customgitbcation as shipments are FOB destination. Shigsrte our international distributor are FOB
warehouse and revenue is therefore recognizedipmsht. In both cases the price to the buyer isdiand the collectability
reasonably assured. Further, we have no obligatiothese sales for any post installation,ugetr maintenance, these being
responsibility of the buyer. Customer acceptanceoissidered made at delivery. Our only obligatifterasale is the norm
commercial warranty against manufacturing defddtsei alleged defective unit is returned within tharranty period.

Results of Operations

The consolidated results of operations for thensonths ended June 30, 2009 compared to the sanmasith period i
2008 reflect our focus and development on 8IBFA System as well as the Company continuing efforts on fifigng
collaborative partners for new product developmaitizing our CompuFlotechnology.

The following table sets forth for the periods reed statement of operations data as a perceotageenues. The tren
suggested by this table may not be indicative tfrRioperating results.

Three Months Ended June Six Months Ended June 3

2009 2008 2009 2008
Products sales, n $2,036,90. 10(% $1,540,88: 99% $ 4,241,72: 10(% $ 2,928,87: 99%
Royalty income — 0% 9,007 1% — 0% 23,17( 1%
Total revenue 2,036,90; 10(% 1,549,891 10(% 4,241,72. 10(% 2,952,04. 10(%
Cost of products sol 862,74, 42% 594,43 38% 1,779,29. 42% 1,058,36. 36%
Gross Profit 1,174,16. 58% 955/45. 62% 2,462,431 58% 1,893,68 64%
Selling, general and administrative exper 1,753,23° 86% 1,367,80 88% 3,482,05. 82% 2,839,78 96%
Research and development exper 32,34 2% 36,00( 3% 99,96¢ 2% 84,31¢ 3%
Total operating expens 1,785,58 88% 1,403,800 91% 3,582,02 84% 2,924,10. 9%
Loss from operation (611,42) -30% (448,359 -29% (1,119,59) -26% (1,030,42) -35%
Other income— interest & expens (45,119 -2% (24,769 -2% (98,597 -2% (58,58) -2%
Net loss $ (656,54} -32%$ (473,11 -31% $(1,218,18) -29% $(1,089,00) -37%

Three months ended June 30, 2009 compared to thmemths ended June 30, 2008

Total revenues for the three months ended Jun2®® and 2008 were $2,036,902 and $1,549,890, ctaaply. The tote
increase in product sales of $496,019, or 32%,0092over 2008 is primarily the result of the conéd STAproduct sale
growth. DomesticSTAunit sales increased $569,457 in 2009 over 200& fibtable increase is due to the change ir
distributor business model, initiated in the secqodrter of 2008. The exclusive distributor arrangat was terminated in t
second quarter of 2008 and a non exclusive arraegewas implemented with several national and regidistributors. In tr
domestic market, handpiece sales were lower, deiagay $138,746 or 14%. On the international fromit sales increased
the second quarter of 2009 over 2008 by $132,7085%, principally due to increased market penietnafor theSTA System
Internationally, handpieces decreased by $55,0084% due to a lower demand.

Cost of products sold for the three months ende 30, 2009 and 2008 were $862,741 and $594,48@ectvely. Th
$268,304, or 45%, increase is primarily attribugatiol an increase in sales volume and a vetiten of returned legacy defect
merchandise of $36,066 in 2009.

For the three months ended June 30, 2009, Milesgenerated a gross profit of $1,174,161, or 58%s;amspared to
gross profit of $955,453, or 62%, for the three therended June 30, 2008. The decrease in gross peatentage is due
product mix and the $36,066 writlown of returned legacy defective merchandise. foked increase in gross profit dollars
$218,708 is due to an increase in sales volume.
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Selling, general and administrative expenses ferttiree months ended June 30, 2009 and 2008 weré3$237 ant
$1,367,807, respectively. The $385,430, or 28% jmmtase is described in the following sectionshig paragraph. Althouc
the Company continues to reduce expenses, the ithd quarter increase was due to higher expeelsging to promoting
continued sales growth. Personnel and related egseimcreased by $64,695, principally due to bomasel higher payro
taxes and medical costs. Marketing ($266,790) ates$46,793) expenses increased by $313,583grllycdue to increase
marketing consulting fees related to hosting tié/Annual CCLAD Symposium (approximately $171,000), attendamiceade
shows and various sales promotions. Sales and $tame expenses increased by $80,847, as the Conpenepsed field sale
personnel and increased participation and presahd¢eade shows. Additionally, field sales personaetl third party sale
representative commissions increased by $60,862bas increased domestic sales of 3T\ Systenmand related handpiece
Other variable sales expenses for #1A Systerand handpieces increased in the second quarted0& @ue to higher royali
payments ($45,534). On the positive side of thgeedprofessional accounting services decreasefi7tB21 in the secor
quarter of 2009 over the same period in 2008, duminpletion of the Sarbanes Oxley initiative amdr audit fees. There w
a decrease in consulting services of $36,125, a4879savings in annual proxy costs (electroniadiliNotice and Acces
System), a decrease in insurance expense of $18pla reduction in warehouse expense of $12,056.

Research and development expenses for the thre¢hsnended June 30, 2009 and 2008 were $32,347 36,90,
respectively.

The loss from operations for the three months elddee 30, 2009 and 2008 was $611,423 and $448&gkctively. Thi
$163,069, or 36%, increase in loss from operativexplained above.

Interest income of $742 was earned for the thresthsoended June 30, 2009 compared with $1,47héosame period i
2008. Interest income declined due to lower interates.

Interest expense was $37,986 and amortization ltffidsuance was $7,875 relating to the line ofitiemt long term not
payable for the second quarter of 2009 comparedtévest expense of $18,668 and amortization of dslnance expense
$7,567 for the same quarter in 2008. The increasetérest expense $19,318 is due to the $450@9 term note, initiated i
the fourth quarter of 2008 (as discussed in Note 5)

For the reasons explained above, net loss forttee tmonths ended June 30, 2009 was $656,542 gsoeanto a net los
of $473,118 for the three months ended June 308.200e $183,424, or 39%, increase in net lossimgrily a result of the
increase in sales and gross margin dollars, offg@ine time increases in market consulting costissadecrease in other sellir
general and administrative expenses.

Six months ended June 30, 2009 compared to thensdaths ended June 30, 20(

Total revenues for the six months ended June 309 20hd 2008 were $4,241,721 and $2,952,043, regelgctTotal
revenues increased by $1,289,678 or 44%. Contriput this increase wesTAunit sales of $1,257,068 and an increasgTii
handpiece sales of $274,8T@ompuDentunit sales remained relatively unchanged &athpuDenthandpiece sales decrea:
by $249,809. Additionally, international revenuerigased $313,036, or 30%, as compared to the 28@&IpDomestic produt
revenue increased $999,812 in 2009, or 53%, aswtref a change in our distribution business motela nonexclusive
distributor base. This change was initiated ingbeond quarter of 2008. Domestic disposable hacémales decreased $6,¢
and international disposable handpiece sales isetc$59,129 or 8%.

Gross profit for the six months ended June 30, 2889 2008 was $2,462,430, or 58%, (net of a veiten of returnes
defective merchandise of $36,066) and $1,893,688460, respectively. Gross profit dollars in thestfisix months of 200
increased by $568,748 due to an increase in salesne in 2009 over 2008. The gross profit percemtdgcrease was d
principally to the change in product mix with a stamtially larger proportion d8TAunit sales and the write down of lege
returned defective merchandise in the six montt060 over the same period in 2008.
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Selling, general and administrative expenses fer dix months ended June 30, 2009 and 2008 were3%85R2 an
$2,839,784, respectively. The increase of $642,28822.6%, is primarily attributable to an increaseseveral expen
categories. Sales and marketing expense increas8892,653 for the period ending June 30, 2009s Tidrease was due
media and production spending of media of $74,4&kle shows and travel expense of $141,164; andrelaging to the C-
CLAD Symposium and sales promotions of $160,418%ebfby savings in employee relocation $33,602. @@sion expen:
increased by $108,181, representing $51,243 foredibhe field sales representatives and $56,93&hiod party sale
representatives due to sales volume increases.r@emed administrative expenses increased a neéi288,549. Expen:
increases in this category were wages of $24,886k $ased compensation of $21,544, royalties 6f%® (based on increa:
STA unit sales), a business consultant study oD®II®, and an international business consultan®36f068. On a positi
note, the Company reduced expenses for accournistg by $99,640 (audit, review and Sarbanes Ox§49,696 reduction
proxy costs (electronic filing, Notice and Accesgstem), reduced warehousing fees ($15,704) andcegddinsurance cot
($25,527).

Research and development expenses for the six sm@rnted June 30, 2009 and 2008 were $99,969 an@1
respectively.

Interest income of $2,547 was earned for the sixtimended June 30, 2009 compared to $4,707 fosathee period
2008. The decrease of $2,160, or 45.9%, is thdtreklower interest rates.

Interest expense of $85,389 as of June 30, 20084dred $35,798, or 72.2%, over the same period0B.2The increase
this expense is due to the $450,000 long term thatiewas initiated in the fourth quarter of 2008ndttization of debt issuan
costs of $15,750 is related to the long term delgtanding as of June 30, 2009 (as discussed ia Bjot

For the reasons explained above, net loss forit@enths ended June 30, 2009 increased by $1290t81.9%, over tt
net loss for the six month period ended June 30820

Working capital as of June 30, 2009 is negatived$536. Current assets declined by $698,435 in adieat assi
categories (principally in cash, accounts receatrld advances to a contract manufacturer) fronember 31, 2008. Curre
liabilities increased by $1,408,639, principallyedio the classification of the $1.3 million line @kdit, due June 30, 2010, ¢
current liability at June 30, 2009. The line of ditewas classified as a Lortgrm Liability as of December 31, 2008.
borrowings and interest thereon must be repaidume 30, 2010, and after the expiration date oflites may be repaid |
Milestone in cash or, at its option, in shares@hmon stock (as discussed in Note 5). Other inesea@scurrent liabilities a
accounts payable for inventory purchases and auttans business project. The Company is makingyeeéort to maintain
viable lower level of inventory and to keep conwbbperating costs.

Liquidity and Capital Resources

As of June 30, 2009, we had cash and cash equisalé$498,576 and working capital of negative $388. The negati\
working capital is due to the classification of th&.3 million line of credit as a Current Liabiligs of June 30, 2009. ,
borrowings and interest thereon must be repaidume 30, 2010, and after the expiration date oflithes may be repaid |
Milestone in cash or, at its option, in shares ommon stock (as discussed in Note 5). Milestoneirned net losses
$1,218,183 and $1,089,002 and negative cash floms dperating activities of $195,391 and $589,@53tie six months end
June 30, 2009 and 2008, respectively.

For the six months ended June 30, 2009, our nédt gasd in operating activities was $195,391. Thés @ttributabl
primarily to a net loss of $1,218,183 adjustedrfoncash items of $418,168, principally common stacll options issued 1
compensation and consulting services and changgseirating assets and liabilities of $604,625.

For the six months ended June 30, 2009, Milestaeel $74,698 in investing activities. This was prityaattributable t
$44,568 of legal fees related to new patent apipdics. The Company had capital expenditures of B30, primarily for th
purchase of trade show booths for the purposeaishsing the&STA System
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The Company has incurred operating losses and imegeadsh flows from operating activities since iitseption. Th
Company is actively pursuing the generation of fpasicash flows from operating activities through iacrease in reven
based upon managementissessment of present contracts and currentizigot and reductions in operating expenses
Company, at June 30, 2009, expects to have suffidash reserves to meet all of its anticipatedgabbns throug
December 31, 2009. If the Company is unable to igeagositive cash flows from its operating aci@gtit will need to rais
additional capital. There is nho assurance thaCin@pany will be able to achieve positive operatiagh flows or that traditior
capital can be raised on terms and conditionsfaatsy to the Company. If additional capital isjuged and cannot be rais
then the Company would be forced to curtail itsedlepment activities, reduce marketing expensegXating dental produc
or adopt other cost saving measures, any of whightmegatively affect the Company’s operating hssu

The Companys recurring losses and negative operating castsflavges substantial doubt about its ability totiome as
going concern. The accompanying financial statemdatnot include any adjustment that might resolnfthe outcome of tr
uncertainty.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk
As a smaller reporting company, we are not requiogarovide the information required by this item.
Item 4T. Controls and Procedures

The Companys management, including the Interim Chief Executdficer and Chief Financial Officer, have evalu
the effectiveness of the design and operation @fGbmpanys disclosure controls and procedures (as definé&kahange Ac
Rules 13a-15(e) and 15d-15(e)) as of the end opéned covered by this report. Based upon thatluewian, the Company’
Interim Chief Executive Officer and Chief Financfafficer have concluded that the disclosure costaold procedures as
June 30, 2009 are effective to ensure that infaomatquired to be disclosed in the reports the gamy files or submits unc
the Exchange Act is recorded, processed, summasamddreported within the time periods specifiedhie SECS rules an
forms and that such information is accumulated @mmunicated to the Compasymanagement, including the Interim C
Executive Officer and Chief Financial Officer, thoav timely decisions regarding disclosure.

There were no changes in the Companiiternal control over financial reporting iderd in connection with tt

evaluation that occurred during the Companigst fiscal quarter that have materially affectadthat are reasonably likely
materially affect, the Company’s internal controler financial reporting.
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PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
NONE
ITEM 1A. RISK FACTORS

The following factors may affect the growth and fiiadility of Milestone and should be considered dnyy prospectiv
purchaser or current holder of Milestone’s secesiti

We have no history of profitable operations. Contining losses could exhaust our capital resources arfdrce us tc
discontinue operations.

For the six months ended June 30, 2009 and 2008rexenues were approximately $4.2 million and $8ilion,
respectively. In addition, we have had losses ficheyear since the commencement of operationsydimg net losses
approximately $1.2 million and $1.1 million for tils& months ended June 30, 2009 and 2008, respbcti&t June 30, 200
we had an accumulated deficit of approximately $58illion. At June 30, 2009, the Company had casth @ash equivaler
$498,576 and working capital of a negative $574,38&ditionally, the Company secured a line of ctadithe aggrega
amount of $1.3 million from a stockholder. Thisdiof credit of $1.3 million is classified as a @nt liability as of June 3
2009. All borrowings and interest thereon must &gaid by June 30, 2010, and after the expiratide dathe line, may
repaid by Milestone in cash or, at its option, rares of common stock (as discussed in Note 5)itidddlly, the Compan
borrowed $450,000 in 2008 from the same sharehold&h a due date of January 2009. This additidmairowing wa
refinanced at December 31, 2008 and the due dateewtended to June 30, 2012, as discussed in Nokbes Company,
June 30, 2009, expects to have sufficient cashrwesdo meet all of its anticipated obligationsotigh December 31, 20(
Additionally, the Company is actively pursuing tipeneration of positive cash flows from operatintivétees through increas
in revenues based upon managenseassessment of present contracts and currentiaitigod and reductions in operat
expenses. If the Company is unable to generateaiymsiash flows from its operating activities itlwieed to raise additior
capital. There is no assurance that the Compariybeibhble to achieve positive operating cash flowshat additional capit
can be raised on the terms and conditions satisfatd the Company if at all. If additional capitalrequired and it cannot
raised, then the Company would be forced to cuitsitlevelopment activities, reduce marketing egpsrfor existing dent
products or adopt other cost savings measurespfamizich might negatively affect the Company’s @darg results.

The Companys recurring losses and negative operating castsflaige substantial doubt about its ability to oo as
going concern.

There are no other changes to our risk factors fitemse disclosed in our Annual Report on FornKifor the year ende
December 31, 2008.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Recent Sales of Unregistered Securities

In the quarter ended June 30, 2009, Milestone isauetal of 77,697 shares valued at $30,500 &snfel

Shares Amount
Shares issued for employee compens: 46,44" $ 18,00(
Shares issued for servic 31,25( 12,50(

77,69 $ 30,50(
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ITEM 3. DEFAULT UPON SENIOR SECURTIES
NONE
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The Annual Meeting of Stockholders was held on Jun2009, pursuant to official notice, in New YoMew York. The
matters for consideration were:

1. Election of five (5) Directors; an

2. Ratification of the appointment of Holtz Ruistein Reminick LLP as Milestorseindependent auditors for the cur
fiscal year.

(1) Election of Board of Director

Member Period to Sern  Votes in Favc  Votes Withhelt Abstain

Leonard Osse One Yeal 10,784,98 332,88 0
Leslie Bernhar¢ One Yeal 11,055,18 62,681 0
Jeffrey Fuller One Yeal 10,774,95 342,91: 0
Leonard M. Schille One Yeal 11,053,54 64,32¢ 0
Pablo F. Serna ( One Yeal 11,063,01 54,85: 0

(2) Ratification of Holtz Rubenstein Reminick LLP asdépendent auditors of Milestone Scientific Inc fbe
current fiscal yea

Votes in Favol Votes Agains Abstain
10,955,87: 39,38: 64,24

ITEM 5. OTHER INFORMATION
NONE
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ITEM 6. EXHIBITS

The following exhibits are filed herewith:

31.1 Chief Executive Officer Certification pursuant &ction 302 of the Sarbar-Oxley Act of 2002
31.2 Chief Financial Officer Certification pursuant tection 302 of the Sarbar-Oxley Act of 2002
32.1 Chief Executive Officer Certification pursuant tecsion 906 of the Sarbar-Oxley Act of 2002
32.2 Chief Financial Officer Certification pursuant csion 906 of the Sarbar-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causidréiport to be signt
on its behalf by the undersigned thereunto dulhenzed.

MILESTONE SCIENTIFIC INC.

/s/ Leonard Ossel
Leonard Osse
Interim Chief Executive Officel

/sl Joseph 'Agostino
Joseph ' Agostino
Chief Financial Officer

Date: August 7, 2009
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31.1

31.2

32.1

32.2

EXHIBIT INDEX
Chief Executive Officer Certification pursuant &ction 302 of the Sarbar-Oxley Act of 2002
Chief Financial Officer Certification pursuant ecsion 302 of the Sarbar-Oxley Act of 2002
Chief Executive Officer Certification pursuant tecsion 906 of the Sarbar-Oxley Act of 2002

Chief Financial Officer Certification pursuant tection 906 of the Sarbar-Oxley Act of 2002
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Exhibit 31.1
Rule 13a-14(a)/15d-14(a) Certification
I, Leonard Osser, certify that:
1. I have reviewed this quarter report on Form 1fyQhe three months ended June 30, 2009 of MitesScientific Inc;

2. Based on my knowledge, this report does notaiorgny untrue statement of a material fact or dmgtate a material fe
necessary to make the statements made, in ligthteo€ircumstances under which such statements made, not misleadit
with respect to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théeport, fairly present in ¢
material respects the financial condition, reswitsoperations and cash flows of the registrant faisand for, the perioc
presented in this report;

4. The registrans other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdatranc
procedures (as defined in Exchange Act Rules 18a}Hnd 15dt5(e)) and internal control over financial repagtifas define
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfar registrant and have:

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedarbe designe
under our supervision, to ensure that materialrinédgion relating to the registrant including itsneolidated subsidiaries,
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaia reporting to kt
designed under our supervision, to provide readenabsurance regarding the reliability of financieporting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registeamlisclosure controls and procedures and presentékis report oL
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thegeovered by this repo
based on such evaluation; and

(d) Disclosed in this report any change in the segnt’s internal control over financial reporting thatuoed during th
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual repbdl has materially affecte
or is reasonably likely to materially affect, thegistrant’s internal control over financial repogdj and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove
financial reporting, to the registrant’s auditonsdathe audit committee of the registrantoard of directors (or perst
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal coraxer financia
reporting which are reasonably likely to adversaffect the registrarg’ ability to record, process, summarize and ri
financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samifrole in th
registrant’s internal control over financial repogt

Date: August 7, 2009

/s/ Leonard Ossel
Leonard Osse
Interim Chief Executive Officel




Exhibit 31.2
Rule 13a-14(a)/15d-14(a) Certification
I, Joseph D’Agostino, certify that:
1. I have reviewed this quarter report on Form 1fyQhe three months ended June 30, 2009 of MitesScientific Inc;

2. Based on my knowledge, this report does notaiorgny untrue statement of a material fact or dmgtate a material fe
necessary to make the statements made, in ligthteo€ircumstances under which such statements made, not misleadit
with respect to the period covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théeport, fairly present in ¢
material respects the financial conditiesults of operations and cash flows of the regidtias of, and for, the peric
presented in this report;

4. The registrans other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdatranc
procedures (as defined in Exchange Act Rules 18a}Hnd 15dt5(e)) and internal control over financial repagtifas define
in Exchange Act Rules 13a-15(f) and 15d-15(f))tfar registrant and have:

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedarbe designe
under our supervision, to ensure that materialrinédgion relating to the registrant including itsneolidated subsidiaries,
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared;

(b) Designed such internal control over financigbarting, or caused such internal control overrfaia reporting to kt
designed under our supervision, to provide readenabsurance regarding the reliability of financieporting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registeamlisclosure controls and procedures and presentékis report oL
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thegeovered by this repo
based on such evaluation; and

(d) Disclosed in this report any change in the segnt’s internal control over financial reporting thatuoed during th
registrant’s most recent fiscal quarter (the regigts fourth quarter in the case of an annual repbdl has materially affecte
or is reasonably likely to materially affect, thegistrant’s internal control over financial repogdj and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove
financial reporting, to the registrant’s auditonsdathe audit committee of the registrantoard of directors (or perst
performing the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal coraxer financia
reporting which are reasonably likely to adversaffect the registrarg’ ability to record, process, summarize and ri
financial information; and

(c) Any fraud, whether or not material, that inviedvmanagement or other employees who have a smmifrole in th
registrant’s internal control over financial repogt

Date: August 7, 2009

/sl Joseph 'Agostino
Joseph ' Agostino
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of MilestoBcientific Inc (the “Company”) on Form ID-for the period endir
June 30, 2009 as filed with the Securities and Brge Commission on the date hereof (the “Repdrtl)eonard Osser, Interi
Chief Executive Officer of the Company, certify,rpuant to 18 U.S.C. ss. 1350, as adopted pursoast 906 of the Sarbanes-
Oxley Act of 2002, that:

(1) The Report fully complies with the requiremenfssection 13(a) or 15(d) of the Securities ExdfeaAct of 1934, ¢
amended; and

(2) The information contained in the Report faigsesents, in all material respects, the finanaaidition and result «
operations of the Company

Dated: August 7, 2009

/sl Leonard Osser

Leonard Osse
Interim Chief Executive Office

A signed original of this certification has beemvded to the Company and will be retained by tleenfany and furnished
the Securities and Exchange Commission or its sfaih request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of MilestoBcientific Inc (the “Company”) on Form ID-for the period endir
June 30, 2009 as filed with the Securities and BrRge Commission on the date hereof (the “Repdit'Jposeph DAgostino
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. ss. 1350, as adopted pursoast 906 of the Sarbanes-
Oxley Act of 2002, that:

(1) The Report fully complies with the requiremenfssection 13(a) or 15(d) of the Securities ExdfeaAct of 1934, ¢
amended; and

(2) The information contained in the Report faigsesents, in all material respects, the finanaaidition and result «
operations of the Company

Dated: August 7 2009

/sl Joseph D’Agostino
Joseph I'Agostino
Chief Financial Office

A signed original of this certification has beemvded to the Company and will be retained by tleenfany and furnished
the Securities and Exchange Commission or its sfaih request.





