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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2008
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number: 00314053
(Exact name of registrant as specified in its @rart
Delaware 13-3545623
(State or other jurisdiction of incorporation oganization) (I.LR.S. Employer Identification No

220 South Orange Avenue, Livingston, New Jersey 039
(Address of principal executive offices)

(973) 535-2717
(Registrant’s telephone number, including area yode

(Former name, former address and former fiscal,yEelnanged since last report)

Indicate by check mark whether the regist(apbas filed all reports required to be filed byc8on 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the past@s.®M Yes O No

Indicate by check mark whether the registrsuatlarge accelerated filer, an accelerated fderon-accelerated filer or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file&l Accelerated filerO Non-accelerated fileid Smaller reporting compani/
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the Brgfe Act)d Yes M No

APPLICABLE ONLY TO ISSUERS INVOLVED IN BANKRUPTCY
PROCEEDINGS DURING THE PRECEDING FIVE YEARS:

Indicate by check mark whether the registrant flad &ll documents and reports required to be filgdections 12, 13 or 15(d) of the
Securities Exchange Act of 1934 subsequent to idtalilition of securities under a plan confirmedabgourtd Yes O No

SEC1296 (0238) Potential persons who are to respond to the collégon of information contained in this form are not required to
respond unless the form displays a currently valid®MB control number.

As of November 14, 2008, the Issuer had a totdPe815,382 shares of Common Stock, $.001 par \@itstanding.
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FORWARD-LOOKING STATEMENTS

When used in this Quarterly Report on Form 10-@,wlords “may”, “will”, “should”, “expect”, “believe ", “anticipate”, “continue”,

“estimate”, “project”, “intend” and similar expres#ons are intended to identify forward-looking statnts within the meaning of Section 27A
of the Securities Act and Section 21E of the Exglaict regarding events, conditions and finanaiahtls that may affect Milestone’s future
plans of operations, business strategy, resultspefations and financial condition. Milestone wistie ensure that such statements
accompanied by meaningful cautionary statementsyant to the safe harbor established in the Priggeurities Litigation Reform Act of
1995. Prospective investors are cautioned thatfanyard-Jooking statements are not guarantees of futuréoperance and are subject to ris
and uncertainties and that actual results may diffaterially from those included within the forwalabking statements as a result of various
factors. Such forwarlooking statements should, therefore, be consdierdight of various important factors, includitigose set forth herein
and others set forth from time to time in Milestsneports and registration statements filed witle Securities and Exchange Commission (the
“Commission”). Milestone disclaims any intent orligiation to update such forward-looking statements.
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ITEM 1. FINANCIAL STATEMENTS

MILESTONE SCIENTIFIC INC.
CONDENSED BALANCE SHEETS

September 30, 20!

December 31, 20(

ASSETS
Current Assets
Cash and cash equivalel $
Accounts receivable, net of allowance for doubdfttounts of $5,000 in 2008 and 2(
Royalty receivable
Inventories
Advances to contract manufactu
Prepaid expense

Total current asse
Investment in distributor, at ca
Equipment, net of accumulated depreciation of $82Bas of September 30, 2008 and $284,145
December 31, 200
Patents, net of accumulated amortization of $1177&60f September 30, 2008 and $79,498 as of
December 31, 200
Other asset

Total asset $

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Notes Payabl— Short Term borrowini
Accounts payabl $
Accrued expense
Deferred compensation payable to offic

Total current liabilities

Long-term Liabilities:
Accounts payab-long term
Line of credi-net of discount of $65,324 and $65,371 respecti

Total lon¢-term liabilities

Commitments and Contingenci
Stockholder’ Equity
Common stock, par value $.001; authorized 50,0@sb@res; 12,302,524 shares issued; 504
shares to be issued, and 12,269,191 shares outgjaxlof September 30, 2008; 11,787,572 shares
issued, 421,306 shares to be issued, and 11,75dh288s outstanding as of December 31, :
Additional paic-in capital
Accumulated defici
Treasury stock, at cost, 33,333 she

Total stockholder equity

Total liabilities and stockholde’ equity $

(Unaudited
286,02( $ 745,00
743,76 346,34
5,111 15,35¢
845,29 1,636,74.
842,40: 1,192,58.
43,68¢ 169,72°
2,766,27 4,105,76:
76,31¢ 76,31¢
162,17- 220,80¢
789,34( 559,37¢
9,26¢ 27,29
3,803,337 $  4,989,56!
200,00( —
828,37: $  1,855,83
372,19¢ 201,10¢
22,87°¢ 15,83:
1,423,44 2,072,77.
— 443,84
1,234,671 934,62¢
1,234,671 1,378,471
12,80 12,21(
59,365,61 58,483,53
(57,321,65)  (56,045,91)
(911,51¢) (911,519
1,145,25! 1,538,311
3,803,37¢ $ 4,989,56!

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

(Unaudited)

Product sales, ni
Royalty income
Total revenue

Cost of products sol
Royalty expens
Total cost of revenu

Gross profil
Selling, general and administrative exper
Research and development exper

Total operating expens:

Loss from operation
Interest expens

Interest— Amortization of debt issuanc
Interest incomt

Net loss applicable to common stockholc
Loss per share applicable to common stockhol— basic and dilute:

Weighted average shares outstanding and to bedissueasic and
diluted

See Notes to Condensed Financial Statements

Three Months Ende Nine Months Ende:
September 3( September 3(

2008 2007 2008 2007
$ 1,813,10: $ 1,134,46: $ 4,741,971 $ 5,166,83.
5,117 28,97 28,28 112,74°
1,818,21! 1,163,44! 4,770,25! 5,279,57!
740,39¢ 631,58 1,798,75! $ 2,418,06!
- (1,675) — $ (3,269
740,39¢ 629,90¢ 1,798,75! 2,414,80
1,077,81 533,53t 2,971,50! 2,864,77.
1,199,35: 1,465,49: 4,039,13 5,111,93!
35,18! 45,57« 119,50( 345,53
1,234,53. 1,511,06 4,158,63 5,457,47.
(156,71) (977,53) (1,187,13) (2,592,70)
(23,869 (5,599 (73,45%) (5,599
(7,926 = (21,627 =
1,77: 1,34z 6,47¢ 12,47
$ (186,73) $ (981,789 $(1,275,73)  $(2,585,82)
$ 0.0 $ 0.0 $ (010 $ (0.21)
12,709,26 12,096,51 12,631,31 12,077,64
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MILESTONE SCIENTIFIC INC.
CONDENSED STATEMENT OF CHANGES IN STOCKHOLDERS' EQLY
NINE MONTHS ENDED SEPTEMBER 30, 2008

(Unaudited)
Additional
Common Stocl Paic-in Accumulatec Treasury
Shares Amount Capital Deficit Stock Total
Balance, January 1, 20! 12,208,87 $12,21( $58,483,53 $(56,045,91) $(911,51¢) $ 1,538,311
Options issued to employees and
consultant: — — 119,70t 119,70¢
Common stock issued for paym
of services to settle accounts
payable 156,44¢ 15€ 262,59( 262,74¢
Common stock issued for paym
of consulting services to settle
accounts payabl 257,18t 257 285,84 286,09¢
Common stock issued for paym:
of employee compensati 101,31¢ 101 92,44: 92,54«
Common stock to be issued 1
settlement of deferred
compensatiol 83,33 83 99,91% 100,00(
Warrants issued in connecti
with amendment of Line of
Credit 21,57¢ 21,57¢
Net loss (1,275,73) (1,275,73)
Balance, September 30, 2C 12,807,16 $12,80" $59,365,61 $(57,321,65) $(911,51¢) $ 1,145,25!

See Notes to Condensed Financial Statements
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MILESTONE SCIENTIFIC INC.

CONDENSED STATEMENTS OF CASH FLOWS (Unaudited)

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation expens
Amortization of patent
Amortization of debt discout
Common stock and options issued for compensatmmsudting and vendor servic
Loss on sale/disposal of equipm
Bad debt expens
Changes in operating assets and liabilit
(Increase) in accounts receiva
Decrease in royalty receivak
Decrease (Increase) in inventor
Decrease to advances to contract manufac
Decrease to prepaid expenses and other currers
Decrease (Increase) in other as:
(Decrease) Increase in accounts payable (shorhg term)
Increase (Decrease) in accrued expe
Increase in deferred compensat
Net cash used in operating activit
Cash flows from investing activitie
Purchases of property and equipm
Proceeds on sale of equipm
Payment for patents righ
Net cash used in investing activiti
Cash flows from financing activitie
Proceeds from exercise of stock opti
Notes Payab-Short Term borrowin
Long-term borrowini-other
Net cash provided by financing activiti

NET DECREASE IN CASH AND CASH EQUIVALENT!
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplemental disclosure of cash flow informati
Interest expense paid in ce

Income taxes pai

Warrants issued in connection with Line of Cre
Stocks issued to employees in lieu of cash com iems
Shares issued to settle accounts pay

See Notes to Condensed Financial Statements

NINE MONTHS ENDED SEPTEMBER 3(

2008
$(1,275,73)

54,367
37,86¢
21,62:
312,25:
2,25¢

(397,419
10,24’
791,44°
350,18
126,04
18,02¢
(922,46
171,09
7,04z

(693,169)

(5,739
7,75(

(267,83)
(265,819

200,00(
300,00(

500,00(

(458,98
745,00
$ 286,0x

3,00(

4,72
21,57¢
92,54«
548,84

A || R || || 7

2007
$(2,585,82)

85,60
17,13¢
48¢<
405,16(
232,25¢
69,37¢

(317,539
31,13
(341,90()
57,39
24,79
(13,289
926,49
(133,669
130,00(

(1,412,38)
(85,25

(88,8;)
(174,14)

71,20

400,00(
471,20:

(1,115,33)
1,160,111
$ 44,78

4,00(

24,55]
44,69¢
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MILESTONE SCIENTIFIC INC.

NOTES TO 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 Milestoneeific Inc. have been prepared in accordance adttounting principles generally accepted
in the United States of America for interim finasdnformation. Accordingly, they do not include af the information and footnotes required
by accounting principles generally accepted inUhéed States of America for complete financiatetaents.

These unaudited financial statements should beireeahjunction with the financial statements awtes thereto for the year ended
December 31, 2007 included in Milestone’s Annugb&®eon Form 10-KSB. The accounting policies usedreparing these unaudited
financial statements are the same as those deddnittlee December 31, 2007 financial statements.

In the opinion of Milestone, the accompanying urnagtfinancial statements contain all adjustmeatsisting of normal recurring entries)
necessary to fairly present Milestone’s financiasition as of September 30, 2008 and December@®X7, and the results of its operations for
the three and nine months ended September 30,&2G02007.

The results reported for the three months and miaeths ended September 30, 2008 are not necedsdiitative of the results of operations
which may be expected for a full year.

The Company has incurred operating losses andinegatsh flows from operating activities sinceiitseption, including a net loss of
$1,275,735 and $2,585,823 for the nine months eSdptdember 30, 2008 and 2007, respectively. Atédeiper 30, 2008, the Company had
cash and cash equivalents and working capital 86 20 and $1,342,830, respectively. Additionadly discussed in Note 5, on June 28, 2007,
the Company secured a revolving line of creditie &aggregate amount of $1,000,000 from a stockhaltd&h line was fully borrowed at
December 31, 2007. The Line of Credit was incred&se$i300,000 to $1,300,000 as of September 30,.2008rms and conditions remain
unchanged. The Company borrowed $200,000 fromttekisolder noted above in July 2008. The borrowemuires a one percent fee at the
date of borrowing and an interest rate of six perper annum, payable at the maturity of the nbbe. note is due in January 2009 and such
amount is included as a current liability in theafincial statements at September 30, 2008. The Gonipactively pursuing the generation of
positive cash flows from operating activities thgbuan increase in revenue based upon managemsséssment of present contracts and
current negotiations and reductions in operatingeeses; however, the Company does not now havieisaffcash reserves to meet all of its
anticipated obligations for the next twelve montdewever, the internal sales growth targets hawen lzehieved for the first nine months of
this year and it is anticipated that the futuresarowth targets will be achieved. If the futuskes growth targets are not achieved, then the
Company would be forced to curtail its developmnestivities, reduce marketing expenses for existiegtal products and/or adopt other cost
saving measures, any of which might negativelycaffiee Company’s operating results.

The Company’s recurring losses and negative opgratish flows raises substantial doubt about itgyato continue as a going concern. The
accompanying financial statements do not includeaatjustments that might result from the outcomé uncertainty.

Subsequent to September 30, 2008, the Companyiedran additional $250,000 from the shareholdezchabove with terms and the
maturity date the same as the $200,000 noted beddwJuly 2008.

Subsequent to September 30, 2008, the Companyradcdditional patent rights with respect to paislanesthetic injections — specifically
rights related to controlling the flow rate or e used in providing these injections — through

8
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the issuance of 260,000 shares of restricted constouk. In connection with this acquisition, Milese terminated its Declaratory Judgment
action against Dr. Hodosh related to claimed infeiments of his patent rights and Dr. Hodosh agie¢erminate his existing infringement
action against the Company.

NOTE — 1 SUMMARY OF ACCOUNTING POLICIES
Cash and Cash Equivalents

Milestone considers all highly liquid investmentgghased with a maturity of three months or ledset@ash equivalents.

Inventories

Inventories principally consist of finished goodslaomponent parts stated at the lower of cogtfiir, first-out method) or market.

Patents

Patents are recorded at actual cost to preparélarnie applicable documents with the United StdRatent Office, or internationally with the
applicable governmental office in the respectivertoy. Although certain patents have not yet bggr@ved, the costs related to these patents
are being amortized using the straight-line methwaet the estimated useful life of the patent. & #pplicable patent application is ultimately
rejected, the remaining unamortized balance wikkigensed in the period in which the Company rexsea/notice of such rejection. Patent
applications filed and patents obtained in foraigantries are subject to the laws and proceduegdiffer from those in the United States.
Patent protection in foreign countries may be déffeé from patent protection under United Stateslamd may not be favorable to the
Company. The Company also attempts to protect mprigtary information through the use of confidality agreements and limiting access
to our facilities. There can be no assurance thapoogram of patents, confidentiality agreements @estricted access to our facilities will be
sufficient to protect our proprietary technology.

Revenue Recognition

Revenue from product sales is recognized net abdists and allowances to our domestic distributorghe date of arrival of the goods at the
customer’s location as shipments are FOB destina8bipments to our international distributors B@B our warehouse and revenue is
therefore recognized on shipment. In both casesptice to the buyer is fixed and the collectapikt reasonably assured. Further, we have no
obligation on these sales for any post sale irstafl, set-up or maintenance, these being the nadtity of the buyer. Customer acceptance is
considered made at delivery. Our only obligaticera$ale is the normal commercial warranty agaimstufacturing defects if the alleged
defective unit is returned within the warranty peli

Royalty income is recognized as earned based amtsegeceived from the licensee and related royatpense is accrued during the same
period.

Use of Estimates

The preparation of financial statements in conféeymiith accounting principles generally acceptethi@ United States of America requires
management to make estimates and assumptionseinrdeing the reported amounts of assets and liedsiland disclosure of contingent assets
and liabilities at the date of the financial stagens and reported amounts of revenues and expduasag the reporting period. The most
significant estimates relate to the allowance fauhitful accounts, inventory valuation, cash flowwasptions regarding evaluations for
impairment of long-lived assets and valuation alloges on deferred tax assets. Actual results abfféa from those estimates

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 1540y Value Measurements.” This new standard defiaes/alue, establishes a framework
for measuring fair value in generally accepted antiog principles and expands disclosures abouvfdue measurements. This statement
not require any new fair value measurements butiges guidance in determining fair value measureémpresently used in the preparation of
financial statements. This new standard is
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effective for financial statements issued for flgagars beginning after November 15, 2007. Thisi@ad was adopted as of January 1, 2008
and did not have a significant impact on Milestam&sults of operations or financial position.

In February 2007, the Financial Accounting Standd&dard (FASB) issued SFAS No.159THe Fair Value Option for Financial Assets and
Financial Liabilities—Including an amendment of FASB Statement No. BBAS No.159 permits entities to choose to measuagym
financial instruments and certain other items atvalue. The objective is to improve financial ogfing by providing entities with the
opportunity to mitigate volatility in reported eamgs caused by measuring related assets and tiebiiifferently without having to apply
complex hedge accounting provisions. SFAS No.1%9fexctive as of the first fiscal year that begafiter November 15, 2007. This Standard
was adopted as of January 1, 2008, and did notdmyémpact on Milestone’s results of operation§irancial position.

In December 2007, the Financial Accounting Stansl&ualard (FASB) issued SFAS No.141 (revisé8ymmary No. 141 (revised 2007)"
SFAS No.141 (revised) provides for improving thkevance, representational faithfulness, and contilétyaof the information that an entity
provides in its financial reports about a busirEssbination and its effects. SFAS No.141 (revisgmlies prospectively to business
combinations for which the acquisition date is ofber December 15, 2008. Milestone is considetiirgimpact of this Statement on its
financial statements.

In December 2007, the Financial Accounting Stansl&aard (FASB) issued SFAS No.16Blon-controlling Interest in Consolidated
Financial Statemeni— and amendment of ARB No. 5$FAS No0.160 establishes accounting and reportamgdstrds for non-controlling
interests, sometimes called minority interests pibition of equity in a subsidiary not attributgldéectly or indirectly, to a parent. SFAS
No0.160 is effective for fiscal years, and interigripds within those fiscal years, beginning aftecBmber 15, 2008. Milestone is considel
the impact of this Statement on its financial stegats.

In March 2008, the Financial Accounting Standardarf8 (FASB) issued SFAS No. 161, “Disclosure alidetivative Instruments and
Hedging Activities — an amendment of FASB No. 13Bhis Statement requires enhanced disclosure avoentity’s derivative and hedging
activities. The effective date for this Statemenfoir financial statements issued for fiscal yeat eterim periods beginning after November
2008. This Statement would not currently impactfthancial statements of Milestone Scientific.

In March 2008, the FASB, affirmed the consensuBABB Staff Position (FSP) Accounting Principles Bb&®pinion No. 14-1 (APB 14-1),
Accounting for Convertible Debt Instruments ThatyMge Settled in Cash upon Conversion (IncludingiBla€ash Settlement), which applies
to all convertible debt instruments that have asetlement feature; which means that such comlertiebt instruments, by their terms, may be
settled either wholly or partially in cash upon eersion. FSP APB 14-1 requires issuers of convertlebt instruments that may be settled
wholly or partially in cash upon conversion to sgpaly account for the liability and equity compatsein a manner reflective of the issuer’s
nonconvertible debt borrowing rate. Previous guiggprovided for accounting for this type of conidet debt instrument entirely as debt. FSP
APB 14-1 is effective for financial statements mddor fiscal years beginning after December 19828nd interim periods within those fiscal
years. Milestone is considering the impact of 8tistement on its financial statemel

In May 2008, the Financial Accounting StandardsBd&ASB) issued SFAS No. 163, “Accounting for Final Guarantee Insurance
Contracts —an interpretation of FASB N0.60. The Statement iregtthat an insurance enterprise recognize a diability prior to an event ¢
default, when the evidence that credit deterioretias occurred in an insured financial obligatibimis Statement is effective for fiscal years
beginning after December 15, 2008, and interimgaisriwithin the fiscal year. This Statement woultl ewrrently impact the financial
statements of Milestone Scientific.

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

Milestone presents “basic” earnings (loss) per camshare applicable to common stockholders arapficable, “diluted” earnings (loss) per
common share applicable to common stockholderauputgo the provisions of Statement of Financiatdunting Standards No. 128,
“Earnings per Share” (SFAS 128). Basic earningssfiper common share is calculated by dividingmaime or loss applicable to common
stockholders by the weighted average number of comshares outstanding and to be issued duringgeabd. The calculation of diluted
earnings per common share is similar to that oicheernings per common share, except that the dierabon is increased to include the num
of additional

10
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common shares that would have been outstandidgpibtentially dilutive common shares, such as ¢éhissuable upon the exercise of stock
options, warrants, and the conversion of prefestedk were issued during the period.

Since Milestone had net losses for the three amel mionths ended September 30, 2008 and 2007,shmed effects of the exercise of
outstanding stock options and warrants were ndtdez in the calculation as their effect would haeen anti-dilutive. Such outstanding
options and warrants totaled 3,537,079 at SepteB8Me2008 and 3,298,413 at September 30, 2007.

NOTE — 3 STOCK OPTION PLANS

Effective January 1, 2006 Milestone adopted SFAST¥ER, “Share-Based Paymenan Amendment of FASB Statement No. 123" (SFAS
No. 123R), under the modifi-prospective transition method whereby prior pesiadl not be restated for comparability. SFAS N83R
requires all share-based payments to employedagding grants of employee stock options, to be gaced in the statements of operations
over the service period, as an operating expersedoon the grant-date fair values. Pro-formaassek is no longer an alternative. As a result
of adopting SFAS No. 123R, Milestone recognizesampensation expense in its financial statememtsitivested portion of existing options
granted prior to the effective date and the costadk options granted to employees after the fiedate based on the fair value of the stock
options at grant date. Prior to the adoption of SF¥0. 123R, Milestone accounted for its stock apptans using the intrinsic value method of
accounting prescribed by APB Opinion No. 25.

A summary of option activity for employees undeg tilans as of September 30, 2008, and changegdbgmine months ended is presented
below:

Weighted

Weighted Average Aggregate

Number Averaged Remaining Intrinsic

of Exercise Contractual Options

Options Price Life (Years) Value
Outstanding, January 1, 20 391,33« 1.8¢ 2.54 $108,80(
Granted 211,66¢ 0.8¢ 4.6% —
Exercisec — — — —
Forfeited or expires (51,339 1.1¢ — —
Outstanding, September 30, 2( 551,66t 1.5¢ 3.52 —
Exercisable, September 30, 2( 360,88t 1.8t 2.94 —

The weighted average grant date fair value of ogtigranted to employees during the nine monthsceBdptember 30, 2008 was $0.88. The
fair value of the options was estimated on the dagrant using the Black-Scholes option pricingd®lowith the following weighted average
assumptions: expected life three years, volatilft53% and a risk free interest rate of 2.88%ix}pgrcent rate of forfeitures is assumed in
calculation of the compensation costs for the pkrio

Milestone recognizes compensation expense oniglstitane basis over the requisite service per@dring the nine months ended
September 30, 2008, Milestone recognized $81,4%Gtaf compensation cost related to options thateceduring the period. As of
September 30, 2008, there was $130,700 of tot@laagnized compensation cost related to non-vestgons which Milestone expects to
recognize over a weighted average period of oneoarcalf years.

Expected volatilities are based on historical ilitgtof Milestone’s common stock over a period aoensurate with expected term. Milestone
uses historical data to estimate option exerciseeamployee termination within the valuation mod#le expected term of the options granted
was estimated using the simplified method as tleeaaye of the contractual term and vesting ternmefoiption.

As of September 30, 2008, the Fair Market ValuthefCompany’s stock was less than the exercise pfithe options, therefore there is no
aggregate intrinsic value calculated.

A summary of option activity for non-employees unttee plans as of September 30, 2008 and changegydhe nine months ended is
presented below:

11




Table of Contents

Weighted
Weighted Average Aggregate

Number Averaged Remaining Intrinsic

of Exercise Contractual Options

Options Price Life (Years) Value

Outstanding, January 1, 20 639,13: 3.1k 2.5¢€ $20,66"
Granted — — — —
Exercisec — — — —
Forfeited or expires 11,66¢€) — — —
Outstanding, September 30, 2( 627,46’ 3.14 1.8¢ —
Exercisable, September 30, 2( 564,96° 3.2¢ 1.7¢C —

During the nine months ended September 30, 200@skdne recognized $38,216 of expenses relatedrteemployee options that vested
during the year. The total unrecognized compensatist related to non-vested options was $73,028 Ssptember 30, 2008.

As of September 30, 2008, the Fair Market ValuthefCompany’s stock was less than the exercisee pfithe options, therefore, there was
no aggregate intrinsic value calculated.

In accordance with the provisions of SFAS No.128Rother issuances of common stock, stock opt@rather equity instruments to non-
employees as consideration for goods or serviaaswed by Milestone are accounted for based offetin@alue of the equity instruments

issued (unless the fair value of the consideratimeived can be more reliably measured). The irevof any options or similar equity
instruments issued is estimated based on the BBabkles option-pricing model, which meets the deteet forth in SFAS No. 123R, and the
assumption that all of the options or other equisgruments will ultimately vest. Such fair valisemeasured as of an appropriate date pursuan
to the guidance in the consensus of the EmergBugeksTask Force (“EITF”) for EITF Issue No. 96-t8r{erally, the earlier of the date the
other party becomes committed to provide gooderviges or the date performance by the other paidpmplete) and capitalized or expensed
as if Milestone had paid cash for the goods orisesv

NOTE — 4 CONCENTRATION OF CREDIT RISK

Milestone’s financial instruments that are expogedoncentrations of credit risk consist primaofycash and trade accounts receivable, and
advances to contract manufacturers. Milestone plaseash and cash equivalents with large findircstitutions. At times, such investments
may be in excess of the Federal Deposit Insurammcpdtation insurance limit. Milestone has not exgered any losses in such accounts and
believes it is not exposed to any significant dredks. Financial instruments which potentiallypgct Milestone to credit risk consist

principally of trade accounts receivable, as Moest does not require collateral or other secuoityupport customer receivables, and advances
to contract manufacturer. Milestone entered inpoiigchase agreement, in 2004, with a vendor to gudpéstone with 5,000 units of
CompuDent As part of this agreement, Milestone has a reimgiadvance of approximately $842,000 with the werfdr purchase of materit

at September 30, 2008. The advance will be creditddilestone as the goods are delivered. Milestbwes not believe that significant credit
risk exists with respect to this advance to theremh manufacturer at September 30, 2008.

Milestone closely monitors the extension of crédlits customers while maintaining allowances gt@ssary, for potential credit losses. On a
periodic basis, Milestone evaluates its accourdsivable and establishes an allowance for doubtfobunts, based on a history of past write-
offs and collections and current credit conditiddsnagement does not believe that significant ¢mégk exists with respect to accounts
receivable at September 30, 2008.

NOTE — 5 LINE OF CREDIT

On June 28, 2007 the Company secured a $1 millendf credit from a stockholder. This borrowingsaamended to $1,300,000 as of
September 30, 2008 under the same terms and aoglés the original. Borrowings bear interest atpg¥annum, with one year’s interest at
1% payable in advance on each draw. Monies mayadwerdby Milestone under the line in multiples 0081000 upon 5 days written notice to
you from either Milestor’s Chief Executive Officer or Chief Financial Offic Monies under the line in excess of $1,000,089 be drawn in
multiples of $25,000. Borrowings may
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be prepaid at any time in multiples of $100,00ahaiit penalty. All borrowings and interest theraoust be repaid by June 30, 2010, and after
the expiration date of the line, may be repaid biesone in cash or, at its option, in shares afiemn stock valued at the lower of $2.00 per
share or 80% of the average closing price of isseshduring the 20 trading days ending with DecerBhe2008. After December 31, 2008,
before June 30, 2010, the lender may convert ahgrpart of the then outstanding balance anddateéhereon into shares of Common Stock at
$4.00 per share. Three year warrants exercisal®g.@0 per share, in an amount determined by digi&i0% of the amount borrowed by $5.00
will be issued on each drawdown. There is no figciée on the line. The warrants have been valseaf @ach draw down using the Black-
Scholes model and are reflected as a discount stghim debt incurred under this line of creditS&ptember 30, 2008 the remaining balance of
Debt Discount was $65,325. The full amount of ihe bf credit and amendment, $1.3 million, has bdramvn at September 30, 2008. Interest
expense on this Line of Credit for the three amg:months ended September 30, 2008 is $23,8637%8)d35, respectively. Accrued interest
related to this line of credit was $6,000 and $@,80September 30 ,2008 and December 31, 200&atagly. Additionally, the charge for
amortization of Debt Discount related to this LifeCredit is $21,622 for the nine month period eh8eptember 30, 2008.

The Company borrowed an additional $200,000 froenstiockholder noted above in July 2008. The bomgwequires a one percent fee at the
date of borrowing and an interest rate of six parper annum, payable at the maturity of the nbbe note is due in January 2009 and is
included as a current liability in the financiahtgments at September 30, 2008.

Subsequent to September 30, 2008, the Companyiedran additional $250,000 from the shareholdezchabove with the same terms and
maturity date as the $200,000 Note from in July&00
NOTE — 6 STOCK ISSUANCE

During the nine months ended September 30, 20@8;tmpany issued 413,636 shares valued at $548%8hEee vendors owed in connection
with advertising, warehousing and exhibition fah and two outside professional organizations.

Subsequent to September 30, 2008, the Companydagrégsue 260,000 shares of restricted commork $tmehe acquisition of certain patent
rights and the resolution of litigation. See Sulsat Events Note.

NOTE — 7 SIGNIFICANT CUSTOMERS

Milestone had net product sales to two customesgrifsutors) which in the aggregate accounted fipreximately 67% and 84% of revenue
three months ended September 30, 2008 and 20@&ctesely, and 77% and 74% of revenue for nine merehded September 30, 2008 and
2007, respectively. Milestone had sales to oneocwst (a worldwide distributor of Milestone’s prodsibased in South Africa) of $916,714
(19%) for the nine months and $335,238 (18%) ferttiree months ended September 30, 2008. Accoergd/able from these two customers
amounted to $504,567 and $390,666 representingad®%% 9% of gross accounts receivable as of SepteB®h@008 and December 31, 2007,
respectively.

Milestone’s sales by product and by geographiggibreare as follows:

Three Months Ended September

2008 2007
Units $ 498,87¢ $ 299,01
Handpiece:! 1,297,65: 825,81
Other 16,57( 9,63¢€
$1,813,10. $1,134,46:
United State: $1,322,66! $ 669,15
Canads 111,57( 148,97¢
Other Foreigr 378,86t 316,33.
$1,813,10. $1,134,46:

Nine Months Ended September .

2008 2007
Units $1,061,10! $1,873,00
Handpiece:! 3,735,20! 3,184,76.
Other (54,339 109,06
$4,741,97 $5,166,83.
United State: $3,209,68 $3,968,83
Canads 428,04¢ 148,97¢
Other Foreigr 1,104,24. 1,049,01
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In January 2007, Milestone finalized an Exclusivstiibution and Supply Agreement with Henry Schéit, Henry Schein, Inc. serving as the
exclusive distributor of STA and CompuDent systgarsl ancillary products) in both North America @&@ahada, for a one year period. The
exclusive period has expired and the Company hiesezhalternative marketing and distribution agreets.

The Company has informal arrangements with the faatwrer of oulSTA, CompuDenandCompuMedunits, one of the principal
manufacturers of our handpieces and for those paoitsuant to which they manufacture these produutier specific purchase orders but
without any long-term contract or minimum purchasenmitment. The Company has a manufacturing agreewith one of the principal
manufacturers of our handpieces pursuant to wiiei manufacture products under specific purchagersbut without minimum purchase
commitments. The Company has established an aléesoarce of supply for our handpieces in China@hdr alternate sources of supply
exist.

NOTE — 8 COMMITMENTS AND OTHER
Contract Manufacturing Arrangement

Milestone has informal arrangements for the martufacof its productsCompuDent, STAndCompuMedunits are manufactured for
Milestone by Tricor Systems, Inc. pursuant to siiepiurchase order§he Wandlisposable handpiece is manufactured for Milestone
Mexico pursuant to scheduled production requiresdiite WandHandpiece with Needle is supplied to Milestonely licensee of
Milestone’s proprietary consumer dental whitenimgduct, which arranges for its manufacture by maaufrers in China.

The termination of the manufacturing relationshighvany of the above manufacturers could have @rn@tadverse effect on Milestone’s
ability to produce and sell its products. Althowgternate sources of supply exist and new manufiactuelationships could be established,
Milestone would need to recover its existing tami$rave new tools produced. Establishment of newufseturing relationships could involve
significant expense and delay. Any curtailmentndeiiruption of the supply, whether or not as alteftermination of such a relationship,
would adversely affect Milestone.

Other Commitments

Milestone acquired the technology underlying GaolBlueProfessional Whitening aridnic WhiteConsumer Whitening Products. Under the
terms of a licensing agreement with a third paranofacturer, we will receive licensing fees resgjtirom the sales of the consumer whitening
product. Through December 31, 2006, Milestone payalties in connection with the tooth whiteningg@ucts to a purported holder of patent
rights therein. Late in 2006 Milestone receivedpycof a patent office filing which appeared towhbat the purported owner had relinquis
rights to the patent on which royalties had bedd.ptis possible that, never-the-less, the pugmbowner may claim continuing rights to
receive royalties or that others may claim thathpagts are owed in connection with Milestone’s psales. Milestone has continued to accrue
royalties due, $20,565 as of September 30, 20G&dmiceased making cash payments. In 2007, Milesttopped the sale of this product in
the United States and has written off the costadépts relating to this product.

Loss on Disposal of Fixed Assets.

Milestone recorded a loss on disposal of fixed @ss€$2,741 and $232,259 for the three months @Sdgtember 30, 2008 and 2007,
respectively, and $2,255 and $232,259 for the mpaths ended September 30, 2008 and 2007, resplgchhe loss on disposal of fixed
assets in 2007 represents the write off of net hadlte of tooling and other assets originally pas#ad for the cool blue, whitening, safety w
and other products. The amounts noted above arelext in the selling, general administrative exgsns

NOTE — 9 SUBSEQUENT EVENTS

The Company borrowed an additional $250,000 frastoaekholder in October 2008. The borrowings agregmeguires a one percent fee at
date of borrowing and an interest rate of six pgrper annum, payable at the maturity of the nblte note is due in January 2009.

14




Table of Contents

Subsequent to September 30, 2008, the Companyradcdditional patent rights with respect to paislanesthetic injections — specifically
rights related to controlling the flow rate or pgerse used in providing these injections — throdghissuance of 260,000 shares of restricted
common stock. In connection with this acquisitibhilestone terminated its Declaratory Judgment actigainst Dr. Hodosh related to claimed
infringements of his patent rights and Dr. Hodogtead to terminate his existing infringement acagainst the Company.
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ITEM 2. Management'’s Discussion and Analysis and Bh of Operation.

The following discussions of our financial dition and results of operations should be reagbimjunction with the financial statements and
the notes to those statements included elsewhehgsifForm 10-Q. Certain statements in this disomsand elsewhere in this report constitute
forward-looking statements, within the meaning@dt®n 21E of the Exchange Act, that involve riaksl uncertainties. Our actual results may
differ materially from those anticipated in theseWard-looking statements. See “Risk Factors” ort PATEM 1A of this Form 10-Q.

OVERVIEW

The following discussion of our financial catiwh and results of operations should be readimjunction with the financial statements and
the notes to those statements included elsewhehésifrorm 10-Q. This discussion may contain foumoking statements that involve risks
and uncertainties. Our actual results may diffetemially from those anticipated in these forwarddimg statements as a result of certain
factors, such as those set forth in our Form 10-K@Bhe year ended December 31, 2007.

Through strict expense discipline and the anpntation of key operational initiatives during first nine months of 2008, the Company
was able to make considerable progress with itgtsffo achieve two primary strategic businessgyfmlthe year:

. Optimizing our tactical approach to product saled marketing in order to materially increase praion of the global dental and
medical markets with our proprietary, patented CotepControlled Local Anesthesia Delivery (C-CLA8)Iution, theSTA System
and

. Identifying and pursuing strategic collaboratiovith third parties to jointly develop new produdatilizing our CompuFlopressure
force technology for innovative new dental and rnabapplications

In order to succeed in achieving these gdais essential that we have the best people plesdibJanuary of 2008, Joseph D’Agostino
joined Milestone as our Chief Financial Officeringing our Company the skill, talent and experietihee are necessary to help us grow
meet critical business plan objectives. Followingree month performance assessment by the Bodbidre€tors, Mr. DAgostino was officially
named Milestone’s Chief Financial Officer in Octoloé this year.

The addition of Joseph D’Agostino to the semi@nagement team has served to strongly completimemiring of Robert Presultti, who
joined Milestone as Vice President of Sales andkigtamg in September 2007. The Board of Directossatled Joe Martin as our new CEO ¢
Director in December 2007. Joe served as an execatiBayer for 13 years.

The new leadership team has devoted a grehtéflenergy and focus on improving all areas adragions. Milestone has succeeded in
cutting its total operating expenses by 24%, fr&#$7,473 to $4,158,637, in the first nine monththis year compared to the same nine-
month period in 2007. Additionally, the operatimgdes have been reduced from $2,592,701 to $13BMUring the first nine months of this
year product inventories were reduced by almost, 508t $1,636,744 to $845,297. During the sameggemccounts payables have b
reduced by 55%, from $1,855,835 to $828,374. Howewe debt increased by $500,000 during the ninaths ended September 30, 2008.

New Messaging Platform

Milestone has continued to leverage the prbdnd market intelligence we derived from in-deptistomer and dental industry surveying
that we conducted in late 2007. The insight gafineh these studies led management to define antbimgnt a comprehensive hew messaging
platform for theSTA Systeroreated to emphasize key benefits that Milestosedisovered is of most value to dental profes¢soidis
refined product messaging was launched in Janl@0§.2

Based on the fact that Milestone continuesctieve its month-over-month revenue and cash dlbjectives in keeping with management’s
plan of execution and long term growth strategg, @mmpany believes its refined product
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positioning will continue to resonate with dentebfessionals worldwide, helping to generate indregg robust sales within our independent
distributor network.

Industry Recognition

A key 2008 event for Milestone was the firgteknational CGSLAD Summit we hosted in New Orleans this past kahkyr, where many of tt
dental industry’s most prominent and respectedaitibs assembled to review, discuss and explopapnities for theSTA SystemA
publication summarizing the Summit’s proceedings vgaued in early June 2008. Specifically, thers eensensus among panel participants
agreeing that use of tI&TA Systerprovides the best way to administer a Palatal tigeand Intraligamentary Injection; agreement that
STAIs the instrument of choice to minimize pain digivg behavior; and unanimous agreement thasfha Systershould become “the
standard of care for administering anesthesia byatipractitioners.”

In April 2008, theSTA Systerwas recognized as a winner of the 2008 Medical greEixcellence Award in the Dental Instruments,
Equipment and Supplies product category. Of thpr88ucts that received an Excellence Award this,yWd#destone’sSTA Systemwas one of
only two winning products that serve the dental oamity. This honor followed th8TA Systerbeing named in July 2007 as one of the Top
100 Products of the Year Bentistry Today one of the dental industry’s most respected aidgly read publications.

Domestic Dental Distribution Network

In the second quarter of this year, we turmgdattention to expanding Milestone’s global neteof dental distributors, with a goal of
increasing market awareness and promoting strasades growth of th8TA System

On the domestic front, the Company electefdtego renewing the exclusive marketing and distidn agreement originally signed in early
2007 with Henry Schein, Inc., the largest distribudf healthcare products and services to officgetgractitioners in the combined North
American and European markets. Rather, the Comgeamted Schein non-exclusive distribution rightboth markets to sell tH8TA System
and related disposable hand pieces to dental @iofess in the United States and Canada; and ia diithis year, welcomed Patterson Dental
Supply as a non-exclusive distributor, as welltétabn has the largest direct sales force in ttiesiny, totaling approximately 1,400 sales
representatives and equipment/software specialikisessing the needs of the United States and @andental markets.

On July 16, 2008, Milestone announced thatifepindependent dental supply companies — BenaddbeBurkhart Dental, Inc., and
Goetze Dental — also joined the Company’s growiomestic distribution network under non-exclusiveeggnents.

Founded in 1930, Benco is the largest indepetiyl owned dental supply company in the U.S., @mel of the natiors fastest growing dent
distributors. Burkhard Dental has thrived and pesefd as a family owned and managed dental suppiypany for 120 years, now serving over
5,000 dental customers in the Western U.S. froncedfin Alaska, Colorado, Oregon, Arizona, CalifariNevada, Texas, Utah and
Washington. Originally established in 1884 as thel8seph Drug Company, Goetze Dental has alsaretds a family-owned and managed
independent dental supplier for five generationgréhtly, the Company markets a broad range ofitegdiental products and services to a
customer base comprised of more than 10,000 derdfdssionals operating primarily in nine U.S. Mightern states.

In August 2008, Milestone added Atlanta Deftapply to its U.S. distribution network. Atlante&ital is an industry leading employee-
owned dental supply and services company basedlini) Georgia that has been serving the U.S. Sasthdental community for 140 years.

We are now actively engaged in training aral/jgling ongoing sales and marketing support to ntlea@ 2,450 independent sales
representatives serving the U.S. and Canadian tsavke of September 30, 2008, Milestone had coraglegtitial training of approximately
50% of Patterson’s national sales force, as wedl amjority of the representatives employed by BeBairkhard and Goetze. Training of
Atlanta Dental reps commenced in the fourth quart&008.

International Dental Distribution Network
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In June, the Company granted exclusive margetnd distribution rights to two foreign distribtg — Istrodent Pty Ltd AB, a leading
distributor serving the Southern Africa dental nedrland Unident AB, who is now advocating saleghefSTA Systerto dentists in the
Scandinavian countries of Denmark, Sweden, Norwalleeland. Both companies have proven to be amvilggstone’s strongest marketing
allies outside of the U.S., achieving notable spkr$ormance in their respective regions while suppg our historical worldwide marketing
efforts forThe Wand

At the FDI Annual World Dental Congress haldSweden in late September, Unident formally intict theSTA Systeno the European
dental community and enjoyed a strong, favoraldpaease from show attendees.

For the remainder of the year, the Companiasihtinue to focus on expanding Milestone’s woiildevsales and marketing resources to
accelerat&STA Systersales momentum around the world. Particular emphveidibe on establishing defined distribution chals in Canada
and South America. Moreover, we will continue reneing and supporting our growing global independates and distribution network
through training, Milestone-sponsored advertising marketing campaigns, trade show participatich@eative sales incentive programs.

New Product Development and Commercialization

In keeping with the Company’s stated 2008 doaleveraging our patent&dompuFlotechnology in new medical applications, Milestone’s
management team has also continued to identifypanglie opportunities to form strategic collaboragiin the areas of self-administered drug
delivery, arthritic joint pain management and e pédist

In November 2007, we entered into a collalieeadigreement with a globally diversified healtiecaompany to conduct a feasibility study
evaluating the potential application of diompuFlotechnology for injecting certain medicaments praguby this leading company. We have
successfully completed the initial study and ar& hoping to leverage its findings to progress syt partnering and product development
opportunities with them.

As we progress through to year end, Mileswwitlemaintain our pursuit o€ompuFlo-based product development prospects that are dkeme
the most promising and commercially viable, an@othe greatest potential for allowing us to fulyalize our product development and
commercialization ambitions.

Segmented Sales Performance

The following table shows a breakdown of oroduct sales (net), domestically and internatigndiy product category, and the percentage
of product sales (net) by each product category:

Three Months Ended September

2008 2007

DOMESTIC

Units $ 365,88 27.71% $ 112,48t 16.8%

Handpiece:! 942,611 71.2% 545,49¢ 81.5%

Other 14,16¢ 1.0% 11,17¢ 1.7%
Total Domestic $1,322,66! 100.(% $ 669,15¢ 100.(%
INTERNATIONAL

Units $ 132,99: 27.1% $ 186,53 40.1%

Handpiece:! 355,04 72.4% 280,31! 60.2%

Other 2,40 0.5% (1,53¢) 0.9
Total Internationa $ 490,43¢ 100.(% $ 465,31( 100.(%
DOMESTIC/INTERNATIONAL ANALYSIS

Domestic $1,322,66! 73.(% $ 669,15¢ 59.(%

Internationa 490,43t 27.(% 465,31( 41.(%
Total Product Sale $1,813,10: 100.(% $1,134,46: 100.(%

Nine Months Ended September .
2008 2007

DOMESTIC

Units $ 621,07¢ 19.4% $1,595,57 40.2%

Handpiece! 2,635,229 82.1% 2,295,73! 50.5%

Other (46,689 -1.5% 77,52¢ 2.C%
Total Domestic $3,209,68: 100.(% $3,968,83 100.(%
INTERNATIONAL

Units $ 440,03: 28.1% $ 277,42¢ 23.2%

Handpiece! 1,099,911 71.€% 889,02¢ 74.2%

Other (7,649 -0.5% 31,54: 2.€%
Total Internationa $1,532,29; 100.(% $1,197,99! 100.(%

DOMESTIC/INTERNATIONAL ANALYSIS
Domestic $3,209,68: 67.7% $3,968,83 76.%
Internationa 1,532,29: 32.2% 1,197,99! 23.2%



Total Product Sale $4,741,97! 100.(% $5,166,83; 100.(%

The Company earned gross profits of $1,077817$2,971,500 for the three and nine months eBdptember 30, 2008, respectively.
However, our revenues and related gross profite Imat been sufficient to support our overhead,
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new product introduction and research and developeenses. Although the Company anticipates aipgriunds for research and
development in 2008, these amounts will vary basethe operating results for each quarter. The Gmyas incurred operating losses and
negative cash flows from operating activities siitsénception. The Company is actively pursuing feneration of positive cash flows from
operating activities through increase in revengegasment of current contracts and current negoisaand reduction in operating expenses;
however the Company does not have sufficient casérves to meet all of its anticipated obligatifmrghe next twelve months.

Technology Rights

The technology underlying o8afetyWan@ndCompuFlotechnology and an improvement to the controls<fompuDentvere developed
by our Director of Clinical Affairs and assignedus. We purchased this technology pursuant to eeeagent dated January 1, 2005, for 43,424
shares of restricted common stock and $145,00@sh,@aid on April 1, 2005. In addition, our Dircof Clinical Affairs will receive
additional deferred contingent payments of 2.5%wftotal sales ocfompDentand Wand Plus units using some of these technapgied 5%
of our total sales dbTAunits and handpieces using some of our other tégbies. If products produced by third parties usg af these
technologies, under a license from Milestone, themvill also receive the corresponding percentddbenconsideration received by us for si
sale or license.

Summary of Significant Accounting Policies, Judgmets and Estimates

Our discussion and analysis of our financtaddition and results of operations are based upofimancial statements, which have been
prepared in accordance with accounting principkysegally accepted in the United States of Amefitee preparation of these financial
statements requires us to make estimates and judgiat affect the reported amounts of assets|itias, revenues and expenses, and related
disclosure of contingent assets and liabilities.a@@ron-going basis, we evaluate our estimatesjdirod those related to accounts receivable,
inventories, stock-based compensation, and comnitige. We base our estimates on historical expegiand on various other assumptions that
are believed to be reasonable under the circumessatie results of which form the basis for makutgments about the carrying values of
assets and liabilities that are not readily apparem other sources. Actual results may diffenfrthose estimates under different assumptions
or conditions.

Accounts Receivab

The realization of Accounts Receivable will/ba significant impact on the Company. Consequghtilestone estimates losses resulting
from the inability of its customers to make paynseior amounts billed. The collectability of outsamg amounts is continually assessed.

Inventories

Inventory costing, obsolescence and physioatrol is significantly important to the on-goingeration of the business. Inventories
principally consist of finished goods and compongants stated at the lower of cost (first-in, fiostt method) or market. Inventory quantities
hand are reviewed on a quarterly basis and a poovisr excess and obsolete inventory is recorfleeljuired based on past and expected
future sales.

Impairment of Lon-Lived Assets

The long lived assets of the Company, printigzatents and trademarks are the base featuréne dfusiness. We review long-lived assets
for impairment whenever circumstances and situat@range such that there is an indication thatane/ing amounts may not be recoverable.
The carrying value of the asset is evaluated itia to the operating performance and future wudisted cash flows of the underlying assets.

Revenue Recognitic

Revenue from product sales is recognized hdisoounts and allowances to our domestic distoban the date of arrival of the goods at
customer’s location as shipments are FOB destina8bipments to our international distributor aé8~our warehouse and revenue is
therefore recognized on shipment. In both casepribe to the buyer is fixed and the collectabilgyeasonably assured. Further, we have no
obligation on these sales for any post installation
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setup or maintenance, these being the responsibilithebuyer. Customer acceptance is considered tadiglivery. Our only obligation aft
sale is the normal commercial warranty against rfeanturing defects if the alleged defective uniteéturned within the warranty period.

Royalty income is recognized as earned basedmorts received from the licensee and relatgdltyp expense is accrued during the same
period.

Results of Operations

The consolidated results of operations forttliee months and nine months ended Septembef88,@mpared to the same three month
and nine month period in 2007 reflect our focus dedelopment on th8TA Systerdelivery system, as well continuing efforts on the
CompuFlotechnology.

The following table sets forth for the periquesented statement of operations data as a pageeof revenues. The trends suggested by thi:
table may not be indicative of future operatingutes

Three Months Ended September Nine Months Ended September
2008 2007 2008 2007

Products sales, n $1,813,10: 10C%  $1,134,46! 98% $4,741,97 99% $5,166,83 98%
Royalty income 5112 0% 28,971 2% $  28,28: 1% 112,74 2%

Total revenue 1,818,21! 100%  $1,163,44 10C% 4,770,25! 10% $5,279,57! 10C%
Cost of products sol 740,39¢ 41% 631,58 54% 1,798,75! 38% 2,418,06! 46%
Royalty expens — — (1,675) 0% — — (3,26]) 0%

Total cost of revenu 740,39¢ 41% 629,90¢ 54% 1,798,75! 38% 2,414,80 46%
Gross Profil 1,077,871 5%% 533,53t 46% 2,971,50 62% 2,864,77. 54%
Selling, general and

administrative expenst 1,199,35. 66% 1,465,49 125% 4,039,13 85% 5,111,93 96%
Research and developmt

expense: 35,18! 2% 45,57 4% 119,50( 3% 345,53t 7%

Total operating expens 1,234,53 68% 1,511,06 10% 4,158,63 88% 5,457,47. 98%
Loss from operation (156,71) -9% (977,53) -84% (1,187,13) -25% (2,592,70) -49%
Other income— interest &

expense (30,016 -2% (4,259 0% (88,599 -2% 6,87¢ 0%
Net loss $ (186,73) -11%  $ (981,78)) -84%  $(1,275,73) -27%  $(2,585,82) -49%

Three months ended September 30, 2008 comparbe®rmonths ended September 30, 2007

Total revenues for the three months endedeBapr 30, 2008 and 2007 were $1,818,215 (prodiest 88$1,813,103 and royalty income
$5,112) and $1,163,445 (product sales of $1,134a4@8royalty income of $28,977), respectively. Tdtal increase in product sales of
$678,635, 60%, is a direct result of the continmeplementation of the new sales distribution mdtet began in the second quarter of 2008.
The increase in sales volume of domestic units2B8%101, or 225% in 2008 over 2007, was due t@ipansion of our distributor network. In
the domestic market, handpiece sales increase8%¥, %15, ($306,216 increase@wmpuDensales, $90,899 increaseSTA) or 73%. On the
international scene, unit sales decreased in irgdharter of 2008 over 2007 by $53,541 principdilie to the decrease @ompuDenunits
($103,297). STA unit sales internationally increhbg $49,756 or 68%. Internationally, handpiecesaicreased. The increase in handpiece
sales internationally was $74,726, 27% due to emed sales of CompuDent ($61,289) and STA ($13H&T(pieces.

Royalty income resulted from granting Unitgg®ms Inc. a license to manufacture, market, abticense théonic White™ to the
consumer market. Royalty income for the three mostided September 30, 2008 and 2007, respectivat/$5,112 and $28,977. The
decrease of $23,865 or 82 % reflected increasad caimpetition in this increasingly highly compite market.

Cost of products sold for the three monthsen8eptember 30, 2008 and 2007 were $740,398 &1id5®8! respectively. The $108,814
increase in product cost, or 17% is primarily btitable to an increase in sales volume.
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For the three months ended September 30, Mil&stone’s gross profit increased by 102% overghme three month period in 2007, due
to product mix, with higher handpiece sales. Ferttiree month period ending September 30, 200&dlttihe generated a gross profit of
$1,077,817 or 59% as compared to a gross pro$ib88,536 or 46% for the three months ended Septedih007. The total dollar increase
in gross profit was $544,281 in 2008. Additionalhgluded in reduced gross profit for the three therended September 30, 2007, the
Company recorded a write-down of slow moving ineeytin the aggregate of $112,300. Excluding théendown of slow moving inventory,
the gross margin would have been 56% for the threeths ended September 31, 2007.

Selling, general and administrative expenseshie three months ended September 30, 2008 d@wiv@€re $1,199,353 and $1,465,493
respectively. The $266,140, or 18 %, net decrepapred several key areas of the Company. Marketipgnse decreased in 2008 by net
$37,000, with an increase of $36,000 in advertisimgglia placement in 2008, offset by a reductiothé2007STAlaunch program of $69,000.
General expenses decreased by $257,000, primaelyada 2007 write-off of molds and tooling ($238) that did not occur in 2008.
Professional fees (accounting and legal) decrebg&$9,000, offset by various increases in sewetpénse items. The Company completet
documentation and testing phase of the systemtefrial Control in the first quarter of 2008. Sadepenses increased by $31,535, due to an
increase in commissions to an outside sales remses of $114,000, offset by lower commissionsates personnel and other lower expe
in this category. Salaries for the three monthsedriseptember 30, 2008 were relatively consistenbagpared to the same period in 2007.

Research and development expenses for the thoaths ended September 30, 2008 and 2007 wered#i3and $45,574, respectively. The
decrease of $10,393 was attributable to a reduatisnch cost in 2008 after the launch of 8Aproduct in the first quarter of 2007.

The loss from operations for the three moetided September 30, 2008 and 2007 was $156,7189a17¢631, respectively. The $820,814
or 84% decrease in loss from operations is expibabove.

Interest expense was $23,863 and amortizafidebt issuance was $7,926, relating to the lineredit established in June 2007. See Note 5
to the Financial Statements.

For the reasons explained above, net losthéothree months ended September 30, 2008 was7g3Bas compared to a net loss of $981
for the three months ended September 30, 2007$T88,055, or 81 %, decrease in net loss is prignariesult of a significant increase in g
margin dollars and a reduction in selling, genaral administrative expenses.

Working capital as of September 30, 2008 wia84R,830, a decrease of $144,793 as compareaéo3ly 2008. Current assets declined by
$226,139 (principally in inventory and advances tmontract manufacturer, offset by an increase@oants receivable). Current liabilities
decreased by $81,346, principally by reducing edeeintermed accounts payable by payment, offsehbgaiease of $200,000 in Note
Payable- Short Term borrowing, see Note 5.

Nine months ended September 30, 2008 compareéd tirth months ended September 30, :

Total revenues for the nine months ended &apte 30, 2008 and 2007 were $4,770,258 and $5,299¢spectively. Total revenues
decreased by $509,321 or 10%. Contributing todbiwease waSTAunit sales of $608,040 and an increas8Tihandpiece sales of
$181,821 CompuDentnit sales decreased by $203,858 @othpuDenhandpiece sales increased $368,618. Internatiesahue increased
$334,298 or 28% as compared to the comparable 2860dd. Domestic product revenue decreased $75%1B208 (19%) caused by an
inventory buy in by our then exclusive distribubor2007. The new Distributor Distribution Modelftiaited in the second quarter of 2008 has
modified the purchasing system by our distributdistributors are purchasing to fulfill their sakestheir customers on a routine basis.
Domestic disposable handpiece sales increasedqgS3or 15% and international disposable handpates increased $210,884 or 24%.
amount of $28,282 is royalty income from grantingitdd Systems Inc. a license to manufacture maukétsublicense thenic Whiteproduct
to the consumer market. Royalty income declined 48! or 75% reflecting retail competition in thicreasingly highly competitive market.

Gross profit for the nine months ended Sep&r8b, 2008 and 2007 was $2,971,500 or 62% and82,82 or 54%, respectively. Gross
profit dollars in the nine months of 2008 periodsviracreased by $106,728 due to the lack of
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an inventory write-down in 2008 as compared to 200The period ending September 30, 2007 the Compacorded an inventory writgewn
aggregating $112,300.

Selling, general and administrative expenseshie nine months ended September 30, 2008 arid\iéfe $4,039,137 and $5,111,935
respectively. The decrease of $1,072,798, or 2166sed essentially all business departments. Tleviag discussion highlights the major
areas of savings in 2008 (nine months ended) apamd to the same period in 2007. Marketing expdesecased by $171,000 due the
reduction in the initiaBTAlaunch expense in 2007 ($259,000), offset by irs@danedia advertising ($101,000) focused on refittie
Company’s messaging platform for t8& Ain 2008. General expenses decreased by $920,000gaily in the areas of reduced professional
fees ($340,000) based on in house acceptancetafrctasks and lower legal fees. Employment reciyifees have been reduced by $76,000
due to direct advertising for open positions; bégds are lower by $43,000, due to our change imbas model to a direct distributor business
model. Bad debt expense is lower by $69,000, basddwer writeoffs of accounts receivable and the Company dichage a loss on dispos
of molds and tooling for certain tooth whiteningog@ucts in 2008 as it did in 2007 ($233,000). Selgense in 2008 increased by $54,000,
principally due to the expense of utilizing an édssales representative. Salaries for the ninetimscended September 2008 increased by
$134,000 due the increase of several new positieataid not exist in the same nine month periodda?.

Research and development expenses for themonéhs ended September 30, 2008 and 2007 wereSi1and $345,538 respectively. The
decreased costs are primarily associated with élreldpment of ousTAdelivery system product launch in 2007, which i®a complete and
continuing effort on th€ompuFlo™ technology.

Interest income of $6,479 was earned for the months ended September 30, 2008 compared td &L for the same period in 2007. The
decrease of $5,998 or 48% is the result of lowrast rates and lower available excess and investsh.

Interest expense for 2008 of $73,455 and apatidn of debt issuance of $21,622 related toLihe of Credit established in June 2007. See
Note 5 to the Financial Stateme

For the reasons explained above, net losthéonine months ended September 30, 2008 decrbaskl}310,088 or 51% over the net los:
the nine month period ended September 30, 2007.

Working capital as of September 30, 2008 wig842,830, a decrease of $690,162 as comparedceniber 31, 2007. Current assets
declined by $1,339,486 (principally in cash, acdsurceivable, inventory and advances to contractufacturer). Current liabilities decreased
by $649,324, principally by reducing extended tedraecounts payable ($1,027,461) by payment, offget new Note Payable-Short Term
borrowing of $200,000, see Note 5. Long term act®opayable ($443,847) was extinguished throughstheance of common stock in the first
guarter of 2008. The source of funds to reducetieunts payable was through the borrowing by th@iany on a Line of Credit; see Note 5
to the Financial Statements. Long termed liabgiiiecreased to $1,300,000 in the third quarterO8i82 as a result of the Company receiving an
additional borrowing on the Line of Credit fromtzaseholder; see Note 5 to the Financial Statements.

Liquidity and Capital Resources

As of September 30, 2008, we had cash andemskalents of $286,020 and working capital o382,830. The working capital decreased
by $690,162 from December 31, 2007. Net curreregtastecreased by approximately $1.3 million, pgatly in cash, inventories and advan
to contract manufacturer, offset by an increasgctounts receivable of $397,416. Current liabsitiecreased by net $649,324, principally |
reduction in accounts payable of $1,027,461 offgedn increase in Notes Payable — Short Term o0 2D (Note 5). The reduction in cash
was attributable to the pay down of accounts payabthe nine months ended September 30, 2008Cbhgpany has taken positive steps to
reduce inventory levels and will continue this effa the future. Milestone incurred net losse$df275,735 and $2,585,823 and negative cash
flows from operating activities of $693,166 and4iP,387 for the nine months ended September 3@ 208 2007, respectively.

For the nine months ended September 30, 28&ash used in operating activities was $693,I68. was attributable primarily to a net
loss of $1,275,735 adjusted for noncash items @B$55, and changes in operating assets
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and liabilities of $154,206. The increase in nohdéasms is principally common stock and optionsi&sfor employee compensation,
consulting and vendor services.

For the nine months ended September 30, 2008stone used $265,819 in investing activitiesmarily attributable to legal fees related to
payment for patent rights.

As of September 30, 2008, Milestone recorded orBtlance Sheet a $1.3 million Line of Credit fromstackholder. The full credit line was
utilized at September 30, 2008. The Company bordod®290,000 from the stockholder noted above in 2088. The borrowings require a one
percent fee at the date of borrowing and an inteags of six percent per annum, payable at theiritpiof the note. The note is due in

January 2009 and such amount is included as artdiability in the financial statements at SeptemB0, 2008. Subsequent to September 30,
2008, the Company borrowed an additional $250,86® the shareholder noted above with terms andnityatbe same as the $200,000 Note
borrowed in July 2008.

The Company has incurred operating lossesagdtive cash flows from operating activities siiitsénception. The Company is actively
pursuing the generation of positive cash flows figperating activities through increase in revenased upon management’s assessment of
present contracts and current negotiations ancttieths in operating expenses; however, the Compaeg not have sufficient cash reserves to
meet all of its anticipated obligations for the hiexelve months. However, the internal sales graathjets have been achieved for the first |
months of this year and it is anticipated that fetsales growth targets will be achieved. If theifel sales growth targets are not achieved, then
the Company would be forced to curtail its develeptractivities, reduce marketing expenses for imgsiental products or adopt other cost
saving measures, any of which might negativelycaffiee Company’s operating results.

The Company'’s recurring losses and negatiezating cash flows raises substantial doubt atis@hility to continue as a going concern.
The accompanying financial statements do not ireludy adjustment that might result from the outcorfrthis uncertainty.

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Reference is made to Item 2 of Part | of this qeréyrtreport. “Management Discussion and Analysi®lkan of Operation-Forward Looking
Statements”.

Item 4. Controls and Procedures

The Company’s management, including the Chief Etteefficer and Chief Financial Officer, has evatled the effectiveness of the design
and operation of the Company’s disclosure contal$ procedures (as defined in Exchange Act Rulasl58) and 15d-15(e)) as of the end of
the period covered by this report. Based upondhatuation, the Company’s Chief Executive Officed & hief Financial Officer have
concluded that the disclosure controls and proeedas of September 30, 2008 are effective to eisaténformation required to be disclosed
in the reports the Company files or submits underExchange Act is recorded, processed, summaaizeédeported within the time periods
specified in the SEC'’s rules and forms and thah $oformation is accumulated and communicated éoGbmpany’s management, including
the Chief Executive Officer and Chief Financial ioéf, to allow timely decisions regarding disclasur

Management's Report on Internal Control over Finandal Reporting

There have been no significant changes in the Coyipénternal control over financial reporting id#ied in connection with the evaluation
that occurred during the Company'’s last fiscal tprathat have materially affected, or that are saably likely to materially affect, the
Company'’s internal controls over financial repagtift should be noted that any system of contitudsyever well designed and operated, can
provide only reasonable assurance and not absadsteance, that the objectives of the system arelmaddition, the design of any control
system is based in part upon certain assumptiomst éle likelihood of future events. Because obthand other inherent limitations, on cor
systems, there can be no assurance that any dedligaucceed in achieving the stated goals undgsakntial future conditions, regardless of
how remote.
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PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

In October 2008, Milestone announced that it aeguadditional patent rights with respect to pami@sesthetic injections -specifically rights
related to the flow rate or pressure used in ptiagithese injections — through the issuance of @80 shares of restricted common stock. In
connection with this acquisition, Milestone alsoesgl to terminate its Declaratory Judgment actgairest Dr. Milton Hodosh related to claim
infringements of his patent rights and Dr. Hodogtead to terminate his existing infringement acagainst the Milestone. Each party is
responsible for their own legal fees.

ITEM 1A. RISK FACTORS

The following factors may affect the growthdasrofitability of Milestone and should be consiel@iby any prospective purchaser or current
holder of Milestone’s securities:

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

For the nine months ended September 30, 2008 &bl AQ revenues were approximately $4.8 million 8@ million respectively. In
addition, we have had losses for each year sircedlmmencement of operations, including net losbapproximately $1,275,735 and
$2,585,823 for the nine months ended Septembe2(®B and 2007, respectively. At September 30, 28@&had an accumulated deficit of
approximately $57.3 million. At September 30, 200& Company had cash and cash equivalents $286r@P@orking capital of $1,342,830.
Additionally, the Company secured a Line of Crédithe aggregate amount of $1.3 million from a khadder as of September 30, 2008, as
discussed in Note 5. The Company borrowed $200/@d0 the stockholder noted above in July 2008. Btyieowings require a one percent
at the date of borrowing and an interest ratexopsrcent per annum, payable at the maturity ohtte. The note is due in January 2009 and
such amount is included as a current liabilityhia financial statements at September 30, 2008ctol@r 2008, subsequent to the Financial
Statement date, the Company borrowed an additi20,000 from the stockholder above. The termsnaattirity date of this borrowing is
identical to the $200,000 borrowing in July 2008eTCompany is actively pursuing the generationositive cash flows from operating
activities through increases in revenues based o@ragement’s assessment of present contractuamethicnegotiations and reductions in
operating expenses; however, the Company doesomohave sufficient cash reserves to meet all ddiitscipated obligations for the next

12 months. However, the internal sales growth targave been achieved for the first nine monthhisfyear and it is anticipated that the
future sales growth targets will be achieved. & thture sales growth targets are not achieved, tthee Company would be forced to curtail its
development activities, reduce marketing expensesXisting dental products and/or adopt other sagings measures , any of which might
negatively affect the Company’s operating results.

The Company’s recurring losses and negatiegaijmg cash flows raise substantial doubt absudbility to continue as a going concern.

There are no other changes to our risk fadtora those disclosed in our Annual Report on FAG¥KSB for the year ended December 31,
2007.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Recent Sales of Unregistered Securities
In the quarter ended September 30, 2008, Mitesissued total 76,528 shares valued at $42 4 #dllaws:

Shares

Shares issued for Employee Compensé 21,27:
Shares issued for servic 55,25¢
76,52¢

ITEM 3. DEFAULT UPON SENIOR SECURTIES
NONE

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
NONE

ITEM 5. OTHER INFORMATION
NONE

ITEM 6. EXHIBITS

The following exhibits are filed herewith:
31.1 Chief Executive Officer Certification pursuant tction 302 of the Sarbar-Oxley Act of 2002
31.2 Chief Financial Officer Certification pursuant tecsion 302 of the Sarbar-Oxley Act of 2002

32.1 Chief Executive Officer Certification pursuant tection 906 of the Sarbar-Oxley Act of 2002
32.2 Chief Financial Officer Certification pursuant tecsion 906 of the Sarbar-Oxley Act of 2002
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SIGNATURES
Pursuant to the requirements of the Secuiitiehange Act of 1934, the registrant has duly edukis report to be signed on its behalf by
the undersigned thereunto duly authorized.

MILESTONE SCIENTIFIC INC.

/s/ Joe W. Martin
Joe W. Martin
Chief Executive Officer

/sl Joseph 'Agostino
Joseph I'Agostino
Chief Financial Officer

Date: November 14, 2008
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Exhibit 31.1

Rule 13a-14(a)/15d-14(a) Certification
I, Joe W. Matrtin, certify that:
1. I have reviewed this quarterly report omrrd.0-Q for the three months ended September 318 80Milestone Scientific;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtaisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the small business issuef,amnd for, the periods presented in this
report;

4. The small business issuer’s other certifyingceff{s) and | are responsible for establishing madhtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over firnaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the smalsimess issuer and have:

(a) Designed such disclosure controls andqutoes, or caused such disclosure controls an@guoes to be designed under our
supervision, to ensure that material informatidatieg to the small business issuer including @dssolidated subsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegah

(b) Designed such internal control over finahmeporting, or caused such internal control diancial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the smadiifiess issuer’s disclosure controls and procedurépresented in this report our
conclusions about the effectiveness of the discesantrols and procedures, as of the end of tHegeovered by this report, based on s
evaluation; and

(d) Disclosed in this report any change inghmall business issuerinternal control over financial reporting thatomed during the sme
business issuer’'s most recent fiscal quarter (thedlbusiness issuer’s fourth quarter in the cdssannual report) that has materially
affected, or is reasonably likely to materiallyeaff, the small business issuer’s internal contvel dinancial reporting; and

5. The small business issuer’s other certifyingcefi(s) and | have disclosed, based on our mosentexvaluation of internal control over
financial reporting, to the small business issuatiditors and the audit committee of the smallress issues board of directors (or persc
performing the equivalent functions):

(a) All significant deficiencies and matene¢aknesses in the design or operation of interwretrol over financial reporting which are
reasonably likely to adversely affect the smallibeiss issuer’s ability to record, process, summeaaizd report financial information; and

(b) Any fraud, whether or not material, thatdlves management or other employees who hawgnéisant role in the small business
issuer’s internal control over financial reporting.

Date: November 14, 2008
/s/ Joe W. Martin

Joe W. Martin
Chief Executive Officer
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Exhibit 31.2

Rule 13a-14(a)/15d-14(a) Certification
I, Joseph D’Agostino, certify that:
1. | have reviewed this quarterly report omrrd.0-Q for the three months ended September 38 20Milestone Scientific;

2. Based on my knowledge, this report does notaior@ny untrue statement of a material fact or amnéitate a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the small business issuef,and for, the periods presented in this
report;

4. The small business issuer’s other certifyingcefi(s) and | are responsible for establishing maghtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over firnaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the smalsimess issuer and have:

(a) Designed such disclosure controls andgatores, or caused such disclosure controls ane@guoes to be designed under my
supervision, to ensure that material informatidatieg to the Company, including its consolidatebsdiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over finahmeporting, or caused such internal control diancial reporting to be designed under
our supervision, to provide reasonable assurarmgadang the reliability of financial reporting atite preparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the smaditess issuer’s disclosure controls and procedum@gresented in this report our
conclusions about the effectiveness of the discesantrols and procedures, as of the end of tHegeovered by this report, based on s
evaluation; and

(d) Disclosed in this report any change inghmall business issuerinternal control over financial reporting thatomed during the sme
business issuer’'s most recent fiscal quarter (tedldusiness issuer’s fourth fiscal quarter indhse of an annual report) that has materially
affected, or is reasonably likely to materiallyeaff, the Company’s internal control over financégorting; and

5. The small business issuer’s other certifyingceff(s) and, | have disclosed, based on our mashteevaluation of internal control over
financial reporting, to the small business issuatiditors and the audit committee of the smalless issues board of directors (or persc
performing the equivalent functions):

(a) All significant deficiencies and matenetaknesses in the design or operation of interoatirol over financial reporting which are
reasonably likely to adversely affect the smallibess issuer’s ability to record, process, summaaaizd report financial information; and

(b) Any fraud, whether or not material, thatalves management or other employees who hawméisant role in the small business
issuer’s internal control over financial reporting.

Date: November 14, 2008
/sl Joseph ’'Agostino

Joseph I'Agostino
Chief Financial Officer
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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 8tone Scientific Inc (the “Company”) on Form 1GeQthe period ending September 30, 2008
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), |, Joe W. MarChief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. ss. 135@dopted pursuant to ss. 906 of the Sarbanes-@xlegf 2002, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitieshange Act of 1934, as amended; and
(2) The information contained in the Repoitlygpresents, in all material respects, the finahcondition and result of operations of the
Company

Dated: November 14, 2008
/s/ Joe W. Martin

Joe W. Martin
Chief Executive Officer

A signed original of this certification has beewyided to the Company and will be retained by tlhen@any and furnished to the Securities
Exchange Commission or its staff upon request.
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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 8tone Scientific Inc (the “Company”) on Form 1GeQthe period ending September 30, 2008
as filed with the Securities and Exchange Commisseiothe date hereof (the “Report”), |, Joseph Dsétino, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. ss. 135@dopted pursuant to ss. 906 of the Sarbanes-@xleyf 2002, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitieshange Act of 1934, as amended; and
(2) The information contained in the Repoitlygpresents, in all material respects, the firiahcondition and result of operations of the
Company

Dated: November 14, 2008.
/s/ Joseph 'Agostino

Joseph I' Agostino
Chief Financial Officer

A signed original of this certification has beewyided to the Company and will be retained by teenPany and furnished to the Securities
Exchange Commission or its staff upon request.
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