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(NAME OF SMALL BUSINESS ISSUER IN ITS
DELAWARE

(State or other jurisdiction of
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2004
HIGH LOW
First Quarter (Commencing March 18 and ending March 3L $.65 $.55
Second QUAMET.......ccoevveecieciieceeeeeeeee e $.70 $.25
Third QUAET....coe i e $.60 $.26
Fourth QUarer......ccccvevveciicciiccieeees e $.52 $.26
2005
HIGH LOW
First QUarer.....cccoovevieiiiccicceeeeeeee e $.80 $.27
Second QUAMET.......ccccvceeeceecieeieeeeeeeee e $.70 $.36
Third QUAET....cev i e $.48 $.25
Fourth QUarer.......cccooevveciicciiccieeees e $.34 $.22
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DOMESTIC
CompuDent $1,363,70
Handpieces 2,762,94
Other 196,40
Total Domestic $4,323,05
INTERNATIONAL
CompuDent $ 506,13
Handpieces 854,71
Other 91,48
Total International $1,452,33

DOMESTIC/INTERNATIONAL ANALYSIS

Domestic $4,323,05
International 1,452,33
Total Product Sales $5,775,39
B * 0"8 #48
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Year Ended December 31,
5 2004
5 31.5% $813,610 24.1%
4 64.0% 2,334,297 69.1%
9 4.5% 230,627 6.8%
8 100.0% $ 3,378,534 100.0%
6 34.8% $ 682,708 49.7%
8 58.9% 682,968 49.8%
2 6.3% 6,976 0.5%
6 100.0% $1,372,652 100.0%
8 74.9% $ 3,378,534 71.1%
6 25.1% 1,372,652 28.9%
4 100.0% $ 4,751,186 100.0%
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SIGNATURE DATE

/sl Leonard Osser April

Leonard Osser

/sl Rosaline Shau April

Rosaline Shau

/sl Leonard Schiller April

Leonard Schiller

Is/ Jeffrey Fuller April

Jeffrey Fuller

/sl Leslie Bernhard April

Leslie Bernhard

13, 2006

13, 2006

13, 2006

13, 2006

13, 2006

#!

TITLE

Chairman, and Chief Exec

Vice President and Chief

Director

Director

Director

utive Officer

Financial Officer
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ASS
Current Assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful
Royalty receivable
Inventories
Advances to contract manufacturer
Prepaid expenses

Total current assets
Investment in distributor, at cost
Equipment, net
Patents, net of accumulated amortization of $19,090
Other assets

Total assets

LIABILITIES AND ST
Current Liabilities:
Accounts payable
Accrued expenses

Total current liabilities

Commitments (Note O)

Stockholders' Equity:

Preferred stock, par value $.001; authorized 5,000,

8% cumulative convertible preferred stock, par valu

Common stock, par value $.001; authorized 50,000,00
shares issued, 207,726 shares to be issued, and

Additional paid-in capital

Accumulated deficit

Treasury stock, at cost, 33,333 shares

Total stockholders' equity

Total liabilities and stockholders' equity

' & 1"™(

ETS

$2,892,67
accounts of $27,117 347,06
185,70
1,371,35
1,019,66
109,69
5,926,15
76,31
536,29
486,63
24,19

OCKHOLDERS' EQUITY

$ 508,04
223,35

000 shares
e $.001; none issued
0 shares; 11,550,479
11,517,146 shares outstanding 11,75
57,172,91
(49,954,95
(911,51
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Products sales, net
Royalty income

Total revenue
Cost of products sold
Royalty expense

Total cost of revenue

Gross profit

Selling, general and administrative expenses
Research and development expenses

Total operating expenses

Loss from operations
Other income (expense)
Interest income
Interest expense
Other income

Other income (expense), net

Net Loss
Dividends applicable to preferred stock
Net loss applicable to common stockholders

Loss per share applicable to common
stockholders - basic and diluted

Weighted average shares outstanding - basic
and diluted

L

-/0112 0113

2004
2005 (consolidated)

$ 5,775,394 $ 4,751,186
657,754 -

6,433,148 4,751,186
2,521,022 2,415,826
78,930 -
2,599,952 2,415,826
3,833,196 2,335,360
6,794,032 5,155,569
286,260 187,992
7,080,292 5,343,561

(3,247,096) (3,008,201)

92,869 80,867
- (69,530)

400,000

492,869 11,337

(2,754,227) (2,996,864)
(1,691) (2,029)

$(2,755,918) $(2,998,893)

$(0.25) (0.33)

11,007,755 9,147,634

1%!



Balance, January 1, 2004

Proceeds from equity financing, net
Common stock and warrants issued
for payment of:

Outstanding debt and related interest
Accounts payable

Deferred compensation

Common stock issued for payment of outstanding

debt and related interest

Common stock issued for equipment purchase

Common stock issued for payment of
services rendered

Common stock issued for payment of
bonus and commissions

Issuance of options for consulting services
Net loss

Balance, December 31, 2004
Common stock and options issued
for payments of patent rights acquired
Common stock issued for payment of
vendor services
Common stock and options issued for
payment of consulting services
Common stock issued for payment of
employee compensation
Common stock issued for exercised options
Common shares to be issued in
settlement of deferred compensation
Proceeds from equity financings, net
Conversion of preferred stock
Stock dividends applied to preferred stock
Net loss

Balance, December 31, 2005

Balance, January 1, 2004
Proceeds from equity financing, net
Common stock and warrants issued
for payment of:
Outstanding debt and related interest
Accounts payable
Deferred compensation

Common stock issued for payment of outstanding

debt and related interest

Common stock issued for equipment purchase

Common stock issued for payment of
services rendered

Common stock issued for payment of
bonus and commissions

Issuance of options for consulting services
Net loss

Balance, December 31, 2004
Common stock and options issued
for payments of patent rights acquired
Common stock issued for payment of
vendor services
Common stock and options issued for
payment of consulting services
Common stock issued for payment of
employee compensation
Common stock issued for exercised options
Common shares to be issued in
settlement of deferred compensation
Proceeds from equity financings, net
Conversion of preferred stock
Stock dividends applied to preferred stock
Net loss

Balance, December 31, 2005

4

5 6 7

-/0112 0113

Preferred Stock Common Stock

Shares Amount Shares A

25,365 $25 6,146,011
2,880,000

492,087
77,610
117,791

58,200
36,331

10,197
6,060

25,365 25 9,824,287
43,424
156,098
139,362

23,461
333

207,726
1,356,440
(25,365) (25) 4,391
2,683

- $- 11,758,205

492
118

58
37

$11,758

Additional
Paid-in Accumulated Treasu
Capital Deficit Stock

$ 42,660,349 $ (44,199,675) $9
7,617,224

1,603,712
199,923
383,882

54,417
70,374

17,490
9,994

1,548
(2,996,864)

52,618,913 (47,196,539) ©
08,122
306,219
348,583

44,977
749

299,792
3,451,357
21
4,182 (4,185)
(2,754,227)

$57,172,915  $(49,954,951)  $(9

11,516)  $(2,444,671)
7,620,104

1,604,204
200,000
384,000

54,475
70,411

17,500
10,000

1,548
(2,996,64)

11516) 4,520,707
98,166
306,375
348,723

45,000
749

300,000
3,452,713

(2,754,227)

11,516) $6,318,206
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2005
Cash flows from operating activities:
Net loss $(2,754,227)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 99,060
Amortization of debt discount and deferred financi ng costs -
Amortization of patents 19,090
Common stock and options issued for compensation a nd consulting services 700,098

Stock issued for interest on notes payable -
Bad debt expense 33,111
Deferred compensation 150,000
Changes in operating assets and liabilities:

Decrease (increase) in accounts receivable 41,163
(Increase) in royalty receivable (185,702)
(Increase) in inventories

(435,133)
(Increase) decrease in advances to contract manuf acturer (957,629)
(Increase) decrease in prepaid expenses (5,129)
(Increase) decrease in other assets (3,789)
Increase (decrease) in accounts payable 33,969
(Decrease) in accrued interest -
(Decrease) increase in accrued expenses (1,199)
Net cash used in operating activities (3,266,317)
Cash flows from investing activities:
Payment for capital expenditures (23,092)
Payment for patent rights (306,317)
Payment for investment in distributor (6,363)
Net cash used in investing activities: (335,772)

Cash flows from financing activities:

Proceeds from equity financings, net 3,452,713
Proceeds from exercise of options 749
Payment of note payable - officer/stockholder

Net cash provided by financing activities

3,453,462
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT S (148,627)
Cash and cash equivalents, beginning of year 3,041,306
Cash and cash equivalents, end of year $ 2,892,679

Supplemental disclosure of cash flow information:
Cash paid during the period for interest

o (' 1%!

(consolidated)

$ (2,996,864)

50,920
51,003

29,048
2,700
1,593

(106,000)

(34,032)

(509,510)
166,463
12,622
6,933
(1,015,516)
(83,532)
139,303

(350,529)
(75,536)
(69,956)

7,868,919

(50,000)

3,038,029
3,277

$ 3,041,306

$

99,359
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Net loss applicable to common stockholders
Deduct total stock-based employee compensation

expenses determined under the fair value
based method for all awards*

Net loss applicable to common stockholders, pro for

Loss per share applicable to common stockholders:

Basic and diluted
As reported

Pro forma
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December 31,
2005 2004
$(2,755,918) $(2,9
469,362
ma $(3,225,280) $(3,0
($0.25)
($0.29)
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Volatility

Risk-free interest rate
Expected life
Dividend yield
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Finished goods $1, 190,127
Component parts and other materials $ 181,227
$1, 371,354
88
* * $
* ' & M( 1 "400&$
885
Leasehold improvements $6,913
Artwork 85,550
Office furniture and equipment 101,617
Trade show displays 51,575
Computers and software 224,990
Tooling equipment 372,650
Total 843,295
Less accumulated depreciation & amortization (307,000)
$ 536,295
1 144 ||0|| 1(u 4!" 1 & !nu( !uu# * $
8
) . 9 * * T
* . O $ . 1 4 ||4l| !nu( 1|| !|||I#$
* 2
2006 $22,848
2007 $22,848
2008 $22,848
2009 $22,848
2010 $22,848
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Options outstanding at January 1, 2004
Granted

Forfeited

Options outstanding at December 31, 2004
Granted

Exercised

Forfeited

Options outstanding at December 31, 2005

9*

488 4

4% @ ?°$ 44% @ ? *
+ $/ 444 2 *
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2
SHARES OF WEIGHTED
COMMON STOCK AVERAGE
ATTRIBUTABLE EXERCISE
TO OPTIONS PRICE OF OPTIONS
234,782 $4.66
81,333 3.84
(59,999) 7.63
256,116 3.70
272,000 1.89
(333) 2.25
(74,616) 3.62
453,167 $2.63
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Wei
Av
Rem
Exercise Number Cont
Prices Outstanding Life
$0.87 16,667
0.90 8,333
1.25 112,000
1.40 80,000
1.50 26,668
1.65 16,667
2.25 13,166
3.27 80,000
3.60 8,333
4.92 51,333
6.00 16,667
7.50 23,333
453,167
* !""(

Options outstanding at January 1, 2004
Granted

Options outstanding at December 31, 2004

Granted
Forfeited

Options outstanding at December 31, 2005

& ™S 9*

1"

ghted

erage
aining
ractual Number
(years) Exercisable
2.0 0
2.7 5,555
5.0 112,000
4.9 80,000
2.2 26,668
1.0 0
1.0 13,166
4.2 80,000
15 8,333
34 17,111
0.0 0
0.6 23,333
366,166
SHARES OF WEIGHTED
COMMON STOCK AVERAGE
ATTRIBUTABLE EXERCISE
TO OPTIONS PRICE OF OPTION
202,496 $6.
260,801 3.
463,297 4.
199,999 4.
(89,165) 8.
574,131 $4.
' & I"( 1#$&"$
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Remaining

Contractua
Exercise Number Life Number
Price Outstanding (Years) Exercisable
$1.50 8,333 4 .9 8,333
1.77 16,666 3 .9 5,555
2.25 40,000 3 4 13,333
2.40 1,133 3 2 755
2.46 8,333 4 5 8,333
3.26 160,000 3 .3 53,333
3.60 50,000 6 5 50,000
3.75 11,666 1 .8 11,666
4.37 66,667 7 .6 0
4.89 100,000 2 2 0
4.92 59,668 3 4 19,889
7.50 51,665 0 .6 51,665
574,131 222,862
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Current assets

Allowance for doubtful accounts
Inventory allowance

Deferred compensation

Subtotal
Valuation allowance

Current deferred tax asset
Non-current assets
Net operating loss carryforward

Valuation allowance

Non-current deferred tax asset
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Handpieces
Other
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Canada
Other Foreign Countries
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2005 2004
$ 11,000 $ 10,000
11,000 11,000
120,000 60,000
142,000 81,000
(142,000) (81,000)
$ - $ -
$ 15,800,000 $ 12,800,000
$(15,800,000) (12,800,000)
$ - $ -
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Year Ended December 31,
2005 2004
1,869,841 $ 1,496,318
3,617,662 3,017,265
287,891 237,603
5,775,394 $ 4,751,186
4,323,058 $ 3,378,534
338,255 267,678
1,114,081 1,104,974
5,775,394 $ 4,751,186
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WHEREAS Creamer has an exclusive license un
co-owned by him and another person
rights, to certain products used in
purposes of curing, trans-illuminat
whitening teeth, all as set forth o
Agreement (the "PRODUCTS");

WHEREAS Da Vinci and Creamer own certain ri
whitening products geared directly
dental market all as set forth on E
Agreement (the "PROFESSIONAL PRODUC

WHEREAS Milestone wishes to obtain an exclu
Vinci and Creamer to manufacture, m
Products and the Professional Produ
such other jurisdictions as Milesto
Vinci and Creamer wish to grant suc

WHEREAS Da Vinci and Creamer own certain ri
has filed provisional patents to te
products geared directly to the con
set forth on EXHIBIT 3 to this Agre
PRODUCTS");

WHEREAS Da Vinci and Creamer wish to assign
Consumer Products and assign such p
to Milestone and Milestone wishes t
provisional patents and obtain such
Consumer Products from Da Vinci and

WHEREAS Milestone wishes to retain consulti
DaVinci in connection with the rese
development, manufacturing, marketi
Products the Consumer Products and
provide such consulting services to

WHEREAS Da Vinci wishes to sell to Mileston
inventory of parts for the Products
as well as certain molds used to ma
the Products and Milestone wishes t
Inventory and molds; and
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WHEREAS
time, will be responsible for the a
to Milestone of finished Products a
and Da Vinci wishes to do so.
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Da Vinci: Da Vinci Systems, Inc.
9885 Mesa Rim Road
Suite 126

San Diego, CA 92121

Attn: Alan Creamer
President

Telephone: (858) 45-6262

Fax: (858) 462-6265

Alan Creamer Alan Creamer
16065 Via De Las Palmas
San Diego, CA 92091
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Milestone Milestone Scientific, Inc
220 South Orange Avenue
Livingston, New Jersey 07 039
Attn: Stuart Wildhorn
Telephone: (973) 535-2717
Fax: (973) 535-2829

With copy to: Stephen A. Zelnick, Esq.
Morse, Zelnick, Rose & La nder, LP
405 Park Avenue, Suite 14 01

New York, New York 10022
Telephone: (212) 838-8040
Fax: (212) 838-9190
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DA VINCI: MILES

DA VINCI SYSTEMS, INC., a California MILES
corporation Delaw

By: /s/ Alan Creamer By: /

Alan Creamer, President

/sl Alan Creamer

ALAN CREAMER

TONE:

TONE SCIENTIFIC, INC., a
are corporation

s/ Stuart Wildhorn

Stuart Wildhorn, President

9"9



V$l6 7 #1

8"$% "
" &

" &
%> I'#

&

#l

") 1%6 1%!; 1?7

17

99



-
'6-28

" 3
@ o

L

919



$I6 7 # 0 $%!
I " 1'6-82A7
RN

NN
9&9



8 /.10/ B

UNITED STATES PATENT 6,102,696
OSTERWALDER, ET AL. AUGUST 15, 2000

Apparatus for curing resin in dentistry
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Appl. No.: 302526
Filed: APRIL 30, 1999
CURRENT U.S. CLASS: 433/29; 433/229
INTERN'L CLASS: A61C 003/00
FIELD OF SEARCH: 433/29,215,229 362/120,119

REFERENCES CITED [REFERENCE D BY]

U.S. PATENT DOCUMENTS
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CB11-001
CB11-002
CB11-003
CB11-004
CB12-001
CB12-002
CB12-003
CB12-004

CoolBlue Curing Light, 100V

CoolBlue Trans-illumination Light, 100V
CoolBlue Tacking Light, 100V
CoolBlue Whitening Tip, 100V
CoolBlue Curing Light, 220V

CoolBlue Trans-illumination Light, 220V
CoolBlue Tacking Tip, 220V

CoolBlue Whitening Tip, 220V

Accessories:

CB00-001
CB00-002
CB00-003
CB00-004
CB00-005
CBO00-006

Curing Tip
Trans-illumination Tip
Tacking Tip
Whitening Tip

Amber Shield

Barrier Sheaths
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DESCRIPTION VENDOR

Power Supply Jerome Industries
Charger Boards, components Velleman
Charger Boards, Complete Velleman
Batteries, 4.8 V House of Batteries

LED, Blue Nichia America Cor

LED, Green Nichia America Cor
PCB, Timer

Foam Insert, Packaging Kent H. Landsberg
Box, Packaging Kent H. Landsberg
Labels

Molded handpiece, Right Enstrom Corporatio
Molded handpiece, Left Enstrom Corporatio
Molded Charger Base, Top Enstrom Corporatio

Molded Charger Base, Bottom  Enstrom Corporatio
Rubber handpiece button set  Enstrom Corporatio

Button Support (metal) Enstrom Corporatio
Shell Back, Single LED Vinatech

Shaft, Single LED Vinatech

LED Holder, Single LED Vinatech

Shell Back, Curing Vinatech

LED Holder, Curing Vinatech

MilSpec RCA Connector

Gold Pins

Gold Pins, Spring

DESCRIPTION COST

Power Supply $ 14.86 $
Charger Boards, components $ 5.50 $
Charger Boards, Complete $ 10.00 $

Batteries, 4.8 V $ 8.79 $
LED, Blue $ 240 $
LED, Green $ 1.80 $
PCB, Timer $ 23.04 $
Foam Insert, Packaging $ 250 $
Box, Packaging $ 054 $
Labels $ 0.26 $

Molded handpiece, Right $ 1.81 $
Molded handpiece, Left $ 181 $
Molded Charger Base, Top $ 222 $
Molded Charger Base, Bottom $ 2.22 $
Rubber handpiece button set $ 0.74 $

Button Support (metal) $ 0.85 $
Shell Back, Single LED $ 220 $
Shaft, Single LED $ 0.80 $
LED Holder, Single LED $ 1.00 $
Shell Back, Curing $ 220 $
LED Holder, Curing $ 2.66 $
MilSpec RCA Connector $ 1.25 $
Gold Pins $ 0.60 $
Gold Pins, Spring $ 0.60 $
Totals: $

/01137
WHERE USED QOH
CoolBlue 2,448
CoolBlue 1,600
CoolBlue 630
Toothbrush, 3 Watt CoolBlue 1,065
p  CoolBlue 500
p  CoolBlue 500
CoolBlue 1,000
CoolBlue 1,322
CoolBlue 1,414
CoolBlue 950
n CoolBlue 1,000
n CoolBlue 1,000
n  CoolBlue 1,000
n CoolBlue 1,000
n  CoolBlue 1,440
n  CoolBlue 2,000
CoolBlue 903
CoolBlue 1,366
CoolBlue 1,000
CoolBlue 1,300
CoolBlue 1,319
CoolBlue 250
CoolBlue 2,000
CoolBlue 2,000
EXTENDED COST NET COST
36,377.28 $ 30,193.14
8,800.00 $ 7,304.00
6,300.00 $ 5,229.00
9,361.35 $ 7,769.92
1,200.00 $ 996.00
900.00 $ 747.00
23,040.00 $ 19,123.20
3,305.00 $ 2,743.15
763.56 $ 633.75
247.00 $ 205.01
1,810.00 $ 1,502.30
1,810.00 $ 1,502.30
2,220.00 $ 1,842.60
2,220.00 $ 1,842.60
1,065.60 $ 884.45
1,700.00 $ 1,411.00
1,986.60 $ 1,648.88
1,092.80 $ 907.02
1,000.00 $ 830.00
2,860.00 $ 2,373.80
3,508.54 $ 2,912.09
312.50 $ 259.38
1,200.00 $ 996.00
1,200.00 $ 996.00

114,280.23 $ 94,897.59
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TYPE OF MOLD ORIGINAL PURCHASE PRICE
HANDSET $28,985

CHARGER BASE $22,750

RUBBER PARTS $12,245
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Product Description

CoolBlue Curing Light, 110/220V

CoolBlue, Trans-illumination Light, 110/220V
CoolBlue, Tacking Light, 110/220V
CoolBlue, Whitening Light, 110/220V

Curing Tip

Tacking Tip

Trans-illumination

Whitening Tip

Manufacturing Price

$70.00
$65.00
$65.00
$70.00
$40.00
$35.00
$35.00
$40.00
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[s/ Stuart J. Wildhorn

Stuart J. Wildhorn
President
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TO: Kevin Lusardi
FROM:  Stu Wildhorn
CC:

DATE: August 31, 2004

RE: Da Vinci Mold Purchase

F* i
$

$

/ *
$

, * #$!
| 10&4 "¢ *
?

*)$

I'$
$/ *

/* 5
1( && $0%



/'$
/$

Isl Eisner LLP

New York, New York
April 5, 2006
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Date: March 31, 2006
/sl Leonard Oss er
Leonard Osser
Chairman and Ch ief Executive Officer



=> -0

$/ * * - "OF, ! $5E E6$

&$,

#$ P /
5 < &9(56 (9(56 *2

$ * * + 4||

0% + [ *

Date: March 31, 2006
Isl Ro saline Shau

Rosalin e Shau
Chief F inancial Officer
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/sl Leonard Osser
Leonard Osser

Chief Executive Officer
March 31, 2006
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/sl Rosaline Shau
Rosaline Shau

Chief Financial Officer
March 31, 2006
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