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FORWARD-LOOKING STATEMENTS

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

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

March 31, 200 December 31, 20(

(Unaudited)
ASSETS
Current Assets
Cash and cash equivalel $ 500,66¢ $ 743,66!
Accounts receivable, net of allowance for doub#ftitounts of $5,000 in 2009 and
2008 1,098,52! 925,74
Inventories 647,67t 719,90:
Advances to contract manufactu 124,95( 250,11(
Prepaid expenses and other current a: 229,21¢ 218,29¢
Total current asse 2,601,03! 2,857,71
Advances to contract manufactu 415,78( 415,78(
Investment in distributor, at cc 76,31¢ 76,31¢
Furniture, Fixtures & Equipment net of accumuladegreciation of $360,880 as of
March 31,2009 and $345,377 as of December 31, 167,20: 152,57:
Patents, net of accumulated amortization of $153#&80f March 31, 2009 and
$135,406 as of December 31, 2( 895,37: 901,04!
Other asset 7,311 7,310
Total asset $ 4,163,031 $ 4,410,75!
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payabl $ 1,077,75 $ 829,13(
Accrued expenses and other pay: 332,33( 495,89
Total current liabilities 1,410,08: 1,325,02
Long-term Liabilities:
Line of credi-net of discount of $43,328 and $50,504, respegti 1,256,67. 1,249,49
Notes Payab-net of discount of $13,254 and $13,953, respedti 436,74t 436,04
Total lon¢-term liabilities 1,693,41! 1,685,54.
Commitments and Contingenci
Stockholder’ Equity
Common stock, par value $.001; authorized 50,0@sb@res; 13,023,661 shares
issued 566,309 shares to be issued and 12,99ha2&soutstanding as of
March 31, 2009; 12,695,685 shares issued, 504 }68@s to be issued, and
12,662,352 shares outstanding as of December 88, 13,58¢ 13,20(
Additional paic-in capital 59,752,46 59,531,86
Accumulated defici (57,795,01) (57,233,36)
Treasury stock, at cost, 33,333 she (911,516 (911,516
Total stockholder equity 1,059,53I 1,400,18!
Total liabilities and stockholde’ equity $ 4,163,031 $ 4,410,75!

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
Total cost of revenu

Gross profit

Selling, general and administrative exper
Research and development exper

Total operating expens

Loss from operation

Interest expens

Interes-Amortization of debt issuanc

Interest incom
Net loss applicable to common stockholc

Loss per share applicable to common stockhol- basic and dilute

Weighted average shares outstanding and to bedi- basic and dilute:

See Notes to Condensed Financial Statements

Three Months Ended March 2
2009 2008

$ 2,204,81 $ 1,387,99

— 14,16:
2,204,81' 1,402,15.
916,55( 463,92
916,55( 463,92
1,288,26! 938,22
1,728,81! 1,471,97
67,62 48,31¢
1,796,43 1,520,29
(508,16¢) (582,06¢)
(47,407 (30,92
(7,875) (6,129)
1,80¢ 3,23¢

$  (56164) $ (615,88

$ 0.09 $ (0.05)

12,458,11 12,262,25
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MILESTONE SCIENTIFIC INC.
CONDENSED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQLY
THREE MONTHS ENDED MARCH 31, 2009

(Unaudited)
Additional
Common Stocl Paic-in  Accumulater Treasury
Shares  Amount Capital Deficit Stock Total
Balance, January 1, 20! 13,200,32 $ 13,20( $59,531,86 $(57,233,36) $(911,51¢) $1,400,18!
Options issued to employees and consult 22,66¢ 22,66¢
Common stock issued for payment of consulting ses/to
settle accounts payak 74,63¢ 75 41,92t 42,00(
Common stock to be issued for payment of consulting
services to settle accounts paye 16,21¢ 16 5,98¢ 6,00(
Common stock issued for payment of employee congtem 253,34 258 125,07: 125,32
Common stock to be issued for settlement of dederre
compensatiol 45,45 45 24,95¢ 25,00(
Net loss (561,647) (561,647)
Balance, March 31, 20( 13,589,97' $ 13,58¢ $59,752,46 $(57,795,01) $(911,51() $1,059,53I

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 discour

Common stock and options issued for compensatmmsudting and vendor

services
Changes in operating assets and liabilit
(Increase) Decrease in accounts receiv
Decrease in royalty receivat
Decrease in inventorie
Decrease (Increase) to advances to contract manotda
Increase to prepaid expenses and other currens:
Decrease in other ass:
Increase (Decrease) in accounts payable (shorh term)
(Decrease) Increase in accrued expe
Increase in deferred compensat
Net cash used in operating activit
Cash flows from investing activitie
Purchases of property and equipm
Payment for patents righ
Net cash used in investing activiti

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

Supplemental disclosure of cash flow informati
Income taxes pai

Stocks issued to employees in lieu of cash compiens
Shares issued to settle accounts pay

See Notes to Condensed Financial Statements

THREE MONTHS ENDED MARCH 3:

2009
$ (561,64

15,50:
18,28
7,87¢

220,99:

(172,78)
72,22¢
125,16
(10,920
248,62
(163,56

(200,25)

(30,137
(12,609
(42,740

(242,99)
743,66
$ 500,66t

»

3,59i
125,32
$ 42,00(

»

2008
$ (615,88%)

18,74(
10,94
6,12¢

638,96(

1,99¢
1,19t
298,17.
(967)
(34,990
2,74¢
(833,38
84,19’
14,54:

(407,59

(2,931)
(96,75¢)
(99,689

(507,28)
745,00:
%

»

3,14(
15,83:
488,84

&+ || e~
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MILESTONE SCIENTIFIC INC.

NOTES TO FINANCIAL STATEMENTS
(UNAUDITED)

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

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

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

In the opinion of Milestone, the accompanying untadfinancial statements contain all adjustmegtnsgisting of norm:
recurring entries) necessary to fairly present Mdaes financial position as of March 31, 2009 and Deoen81, 2008 and t
results of its operations for the three months dridarch 31, 2009 and 2008.

The results reported for the three months endediVat, 2009 are not necessarily indicative of #mults of operations whi
may be expected for a full year.

The Company has incurred operating losses andinegatsh flows from operating activities sinceiitseption, including a n
loss of $561,642 and $615,885 for the three moetided March 31, 2009 and 2008, respectively. Atdd&d, 2009, tk
Company had cash and cash equivalents of $500r&b6&arking capital of $1,190,957. Additionally, discussed in Note 5,
June 28, 2007, the Company secured a revolvingofireeedit in the aggregate amount of $1,000,00énfa stockholder whit
line was fully borrowed at December 31, 2007. THosrowing was amended to $1,300,000 as of SepteBhe2008 under ti
same terms and conditions as the original. All®wemgs and interest thereon must be repaid by 30n2010. Additionally, tr
company borrowed $450,000 in 2008 from the sameebbider, with a due date of January 2009. Thistiatal borrowing
was refinanced at December 31, 2008 and the duewas$ extended to June 30, 2012. The Company, ath\gd, 200¢
expects to have sufficient cash reserves to méef &k anticipated obligations through Decembgr 2009. Additionally, th
Company is actively pursuing the generation of fpasicash flows from operating activities through iacrease in reven
based upon managementissessment of present contracts and currentiaitiged and reductions in operating expenses.e
Company is unable to generate positive cash floars its operating activities it will need to raiséditional capital. There is
assurance that the Company will be able to achpegéive operating cash flows or that additionglitz can be raised on ter
and conditions satisfactory to the Company, iflatihadditional capital is required and it canrime raised, then the Comp:
would be forced to curtail its development actesti reduce marketing expenses for existing dentalyets or adopt other ci
saving measures, any of which might negativelycaffiee Company’s operating results.

The Companys recurring losses and negative operating cashsfli@ises substantial doubt about its ability totiowe as
going concern. The accompanying financial stateméatnot include any adjustments that might resaoith the outcome of th
uncertainty.
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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 goodsdacomponent parts stated at the lower of costtffir, first-out method) ¢
market.

Patents

Patents are recorded at actual cost to preparefilenthe applicable documents with the United StaRatent Office, «
internationally with the applicable governmentaliae in the respective country. Although certairtgoais have not yet be
approved, the costs related to these patents arg bmortized using the straiglite method over the estimated useful lifi
the patent. If the applicable patent applicationlisnately rejected, the remaining unamortizecahae will be expensed in 1
period in which the Company receives a notice athstejection. Patent applications filed and pateitained in foreig
countries are subject to the laws and procedusdddiffer from those in the United States. Patentgtion in foreign countrit
may be different from patent protection under Uthitates laws and may not be favorable to the Coypgehe Company al:
attempts to protect our proprietary informatiorotigh the use of confidentiality limiting acces®to facilities. There can be
assurance that our program of patents, confidéytiagreements and restricted access to our fasilivill be sufficient t
protect our proprietary technology.

Revenue Recognition

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

Royalty income was recognized as earned basedpamtsereceived from the licensee and related rgyatpense is accru
during the same period.

Use of Estimates

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

Recent Accounting Pronouncements

EITF Issue No. 08, Accounting for Defensive Intangible Assets, ein November 2007, provides accounting and ram
guidance when an intangible acquired though a kssisombination or an asset acquisition that atyeftes not intend to u
but does intend to prevent others from using, coniyncalled a defensive asset or a locked up abseguse while the asse
not being actively used, it is likely contributing an increase in the value of the other assetedvay the entity. This issue
effective for intangible assets acquired on orratte beginning of the first annual period begignhon or after December :
2008. The Company will determine the impact of th&ie in 2009.

EITF Issue No. 07, Accounting for Collaborative Agreements, issirelovember 2007, defines a Collaborative Arranget
and establishes the reporting requirements forséretions between participants in a collaborativaryement and betwe
participants in an arrangement with third partiglsis issue shall be effective beginning after Deloeni5, 2008 and inter
periods within those fiscal years. This Statememtschot currently impact the financial statemefti® Company.
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In December 2007, the Financial Accounting StansldBdard (FASB) issued SFAS No.141 (revisedSudmmary No. 14
(revised 2007)". SFAS No.141 (revised) provides for improving thikevance, representational faithfulness, and contyilaya
of the information that an entity provides in iteancial reports about a business combination effects. SFAS No.14
(revised) applies prospectively to business conitmina for which the acquisition date is on or affercember 15, 2008. Tt
statement does not currently impact the finand¢&ksnents of the Company.

In December 2007, the Financial Accounting StansldBdard (FASB) issued SFAS No.160,Nbn-controlling Interest ir
Consolidated Financial Statements- and amendmerARB No. 51". SFAS No0.160 establishes accounting and repo
standards for nogentrolling interests, sometimes called minoritienests, the portion of equity in a subsidiary aitibutable
directly or indirectly, to a parent. SFAS No.160effective for fiscal years, and interim periodsthin those fiscal year
beginning after December 15, 2008. This statemees aot currently impact the financial statemefth® Company.

In March 2008, the Financial Accounting Standardsaf8 (FASB)issued SFAS No. 161Disclosure about Derivativ
Instruments and Hedging Activities — an amendmémASB No. 133".This Statement requires enhanced disclosure alox
entity’s derivative and hedging activities. The effectilae for this Statement is for financial statemeasdgsed for fiscal yez
and interim periods beginning after November 1880 his Statement does not currently impact tharfcial statements of tl
Company.

In May 2008, the FASB issued FSP Accounting PrilesipBoard (APB) Opinion 14; Accounting for Convertible Del
Instruments That May Be Settled in Cash upon Caieer(Including Partial Cash Settlement)” (FSP ARBL) which applie:
to all convertible debt instruments that have asstlement feature; which means that such corkertebt instruments, t
their terms, may be settled either wholly or pdstian cash upon conversion. FSP APB 14equires issuers of convertible d
instruments that may be settled wholly or partiatlycash upon conversion to separately accounthiarliability and equity
components in a manner reflective of the issueonconvertible debt borrowing rate. Previous go@ provided for accountit
for this type of convertible debt instrument enjiras debt. FSP APB 144s effective for financial statements issuedffecal
years beginning after December 15, 2008 and intperiods within those fiscal years. This statenukr@s not currently impa
the financial statements of the Company.

In May 2008, the Financial Accounting Standards mo@&ASB) issued SFAS No. 163A¢counting for Financial Guarant
Insurance Contracts -an interpretation of FASB N0.60. The Statement meguthat an insurance enterprise recognize a (
liability prior to an event of default, when thei@dence that credit deterioration has occurred imnaanred financial obligatior
This Statement is effective for fiscal years begigrafter December 15, 2008, and interim periodbiwithe fiscal year. Thi
Statement does not currently impact the finandakesents of the Company.

Reclassifications
Certain reclassifications have been made to th& Batances to conform to the presentation use@i® 2
NOTE — 2 BASIC AND DILUTED NET LOSS PER COMMON SHAR E

Milestone presents “basic” earnings (loss) per comrshare applicable to common stockholders andpglicable, “diluted”
earnings (loss) per common share applicable to camstockholders pursuant to the provisions of $iate of Financia
Accounting Standards No. 128, “Earnings per Sh&BFAS 128). Basic earnings (loss) per common shamalculated b
dividing net income or loss applicable to commarckholders by the weighted average number of comshanes outstandir
and to be issued during each period. The calcuatfaliluted earnings per common share is simdahat of basic earnings p
common share, except that the denominator is iseck#o include the number of additional common eshahat would hav
been outstanding if all potentially dilutive commsimares, such as those issuable upon the exefaseck options and warrar
were issued during the period.

Since Milestone had net losses for the three moetiied March 31, 2009 and 2008, the assumed effédte exercise ¢
outstanding stock options and warrants were ndudsd in the calculation as their effect would hdveen antidilutive. Suck
outstanding options and warrants totaled 1,454g@8arch 31, 2009 and 3,343,746 at March 31, 2008.

10
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NOTE — 3 STOCK OPTION PLANS

Effective January 1, 2006 Milestone adopted SFAS 18R, “Share-Based Paymentan Amendment of FASB Statem
No. 127" (SFAS No. 123R), under the modifigatespective transition method whereby prior periadi not be restated fi
comparability. SFAS No. 123R requires all shhased payments to employees, including grants pl@me stock options,
be recognized in the statements of operations therservice period, as an operating expense, basdte grantate fai
values. Prderma disclosure is no longer an alternative. Asesult of adopting SFAS No. 123R, Milestone recegsia
compensation expense in its financial statememutivested portion of existing options granted mtidothe effective date a
the cost of stock options granted to employees #ite effective date based on the fair value ofsfoek options at grant de
Prior to the adoption of SFAS No. 123R, Milestoreaunted for its stock option plans using the i#i¢ value method

accounting prescribed by APB Opinion No. 25.

A summary of option activity for employees undeg tilans as of March 31, 2009, and changes durmthtiee months endec
presented below:

Weighted

Weighted Average Aggregate

Number Averaged Remaining Intrinsic

of Exercise Contractual Options

Options Price Life (Years) Value
Outstanding, January 1, 20 570,83: $ 1.51 3.01 $ 75
Granted 303,05¢ 0.42 4,92 —
Exercisec — — — —
Forfeited or expires (235,55¢) 0.64 — —
QOutstanding, March 31, 20( 638,33: 1.32 3.1z 2,04z
Exercisable, March 31, 20( 377,47( 1.81 2.2¢4 55k

The weighted average grant date fair value of ogtigranted to employees during the three monthscehtarch 31, 2009 w
$.41. The fair value of the options was estimatedh® date of grant using the BlaSkholes option pricing model with 1
following weighted average assumptions: expecfedilie years, volatility of 337% and a risk freddrest rate of 1.69%. A ¢
percent rate of forfeitures is assumed in the d¢aficn of the compensation costs for the period.

Milestone recognizes compensation expense on @tgtine basis over the requisite service periddring the three mont
ended March 31, 2009, Milestone recognized a neg&8,230 of total compensation cost related taooptthat vested duril
the period due to the forfeiture of 235,556 optjopartially expensed in previous periods. As of dhaBl, 2009, there w
$97,427 of total unrecognized compensation costtedl to nonsested options which Milestone expects to recogoier :
weighted average period of two and three quartarsye

Expected volatilities are based on historical ulitatof Milestone’s common stock over a period commensurate witltigatiec
term. Milestone uses historical data to estimatgonpexercise and employee termination within tleustion model. Tk
expected term of the options granted was estimasény the simplified method as the average of thetractual term ar
vesting term of the option.

11
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A summary of option activity for noemployees under the plans as of March 31, 2009,chadges during the three mor
ended is presented below:

Weighted

Weighted Average Aggregate

Number Averaged Remaining Intrinsic

of Exercise Contractual Options

Options Price Life (Years) Value
Outstanding, January 1, 20 627,46 3.14 1.61 —
Grantec 35,00( 0.4C 5.0C —
Exercisec — — — —
Forfeited or expires (101,13) 3.4¢ — —
Outstanding, March 31, 20( 561,33 2.91 1.8¢ —
Exercisable, March 31, 20( 498,83« 3.0t 1.72 —

During the three months ended March 31, 2009, Miles recognized $25,898 of expenses related teenguieyee options th
vested during the year. The total unrecognized @sation cost related to neested options was $45,933 as of Marct
20009.

As of March 31, 2009, the Fair Market Value of @empanys stock was less than the exercised price of tkierey therefort
there was no aggregate intrinsic value calculated.

In accordance with the provisions of SFAS No.123R,other issuances of common stock, stock option®ther equit
instruments to noemployees as consideration for goods or servicgsivied by Milestone are accounted for based orfatin
value of the equity instruments issued (unlessfdirevalue of the consideration received can beametiably measured). T
fair value of any options or similar equity instrents issued is estimated based on the Black-Sclopléen{pricing model
which meets the criteria set forth in SFAS No. 1238Rd the assumption that all of the options oep#quity instruments w
ultimately vest. Such fair value is measured asrofppropriate date pursuant to the guidance isdhsensus of the Emerg
Issues Task Force (“EITF”) for EITF Issue No.®®{generally, the earlier of the date the othetypbecomes committed
provide goods or services or the date performagdbédother party is complete) and capitalizedxpeased as if Milestone h
paid cash for the goods or services.

NOTE — 4 CONCENTRATION OF CREDIT RISK

Milestone’s financial instruments that are exposed to comatohs of credit risk consist primarily of cashade accoun
receivable, and advances to contract manufactubdilestone places its cash and cash equivalenth Vgitge financie
institutions. At times, such investments may beeitess of the Federal Deposit Insurance Corpordtiearance limi
Milestone has not experienced any losses in suobuats and believes it is not exposed to any sigit credit risks. Financi
instruments which potentially subject Milestonectedit risk consist principally of trade accourgseivable, as Milestone d¢
not require collateral or other security to suppoidtomer receivables, and advances to contraafaanrer. Milestone enter
into a purchase agreement in 2004 with a vendsupply Milestone with 5,000 units @ompuDent As part of this agreeme
Milestone has a remaining advance of approxima&b40,730 with the vendor for purchase of mateaalslarch 31, 2009. Tl
advance will be credited to Milestone as the goadsdelivered. Milestone does not believe thatiggmt credit risk exist
with respect to this advance to the contract mantufar at March 31, 2009.

Milestone closely monitors the extension of creditits customers while maintaining allowances, écessary, for potent
credit losses. On a periodic basis, Milestone atakiits accounts receivable and establishes amaaite for doubtful accoun
based on a history of past writéfs and collections and current credit conditidMsinagement does not believe that signifi
credit risk exists with respect to accounts reddivat March 31, 2009.

12
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NOTE — 5 LINE OF CREDIT AND NOTE PAYABLE

On June 28, 2007 the Company secured a $1 miliioe of credit from a stockholder. This borrowing svamended -
$1,300,000 as of September 30, 2008 under the sarms and conditions as the original. Borrowingarkiaterest at 6% p
annum, with one yeas’interest at 1% payable in advance on each draamidd may be drawn by Milestone under the lir
multiples of $100,000 upon five days written notioeghe stockholder from either MilestoreChief Executive Officer or Chi
Financial Officer. Monies under the line in exce$s$1,000,000 may be drawn in multiples of $25,0B0rrowings may k
prepaid at any time in multiples of $100,000, withpenalty. All borrowings and interest thereon trues repaid by June {
2010, and after the expiration date of the liney iha repaid by Milestone in cash or, at its optionshares of common stc
valued at the lower of $2.00 per share or 80% efabherage closing price of its shares during th&&fing days ending wi
December 31, 2008. At December 31, 2008, the csioreprice at 80% of the average closing pricehef Companys stocl
was $0.26 per share. After December 31, 2008, aford June 30, 2010, the lender may convert aliryr part of the the
outstanding balance and interest thereon into shafr€€ommon Stock at $4.00 per share. Three yearania exercisable
$5.00 per share, in an amount determined by digi&®®o of the amount borrowed by $5.00 will be issoa each drawdow
There is no facility fee on the line. The warraméve been valued as of each draw down using thekElaholes model and ¢
reflected as a discount against the debt incurretkuthis line of credit. At March 31, 2009 the ening balance of De
Discount was $43,328. The full amount of the lifecedit and amendment, $1.3 million, had been draivDecember 3
2008. The Company borrowed an additional $450,80® the same shareholder in 2008. The borrowingosigially on shol
term loan with a maturity date of January 19, 20689December 2008, this borrowing was refinancett wie shareholder wi
a due date of June 30, 2012. The borrowing inclad#&2 percent interest rate, interest compoundadely, with interest ar
principle due at the maturity. Further, the note harrants exercisable for five years at the poic$0.32 per share for 45,C
shares of stock. The warrants were valued usindgthek-Scholes model and are reflected as a discount stghie debt. /
March 31, 2009, the discount was $13,254.

Interest expense on this line of credit and notgapke for the three months ended March 31, 20092008 is $47,403 ai
$30,923, respectively. Accrued interest relatethts line of credit and note payable was $175,46d $24,948 at March &
2009 and March 31, 2008, respectively. The chaggeafortization of debt discount related to thigeliof credit and no
payable is $7,875 and $6,129 for the three momteeMarch 31, 2009 and 2008, respectively.

NOTE — 6 STOCK ISSUANCE

During the three months ended March 31, 2009, tmgany issued 74,634 shares of common stock vat®d2,000 to thre
parties owed in connection with public relationsl @onsulting expenses. Additionally, 253,342 shafesommon stock valut
at $125,324 were issued for payment of employeepemsation and 61,670 shares of common stock vau$81,000 are to
issued for consulting services and settlement fdrded compensation.

NOTE — 7 SIGNIFICANT CUSTOMERS

Milestone had net product sales to two customeigtritoutors) which in the aggregate accounted fupraximately 70% ar
93% of revenue for three months ended March 31928@d 2008, respectively. Milestone had sales te cwstomer |
worldwide distributor of Milestona’ products based in South Africa) of $484,867 (2&86Yhe three months ended March
2009. Accounts receivable from these two custoraersunted to $780,667 and $336,905 representing aid®8% of gro:
accounts receivable as of March 31, 2009 and M3i¢l2008, respectively.

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

Three Months Ended March &

2009 2008
Instruments $ 791,95: $ 219,20!
Handpiece: 1,395,21. 1,151,22
Other 17,65¢ 17,55¢

$ 2,204,81 $ 1,387,99

United State: $ 1,478,49 $ 897,71!
Canade 141,27¢ 160,32:
Other Foreigr 585,04! 329,95:

$ 2,204,81 $ 1,387,99
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In January 2007, Milestone finalized an Exclusivistiibution and Supply Agreement with Henry Schéirg. Henry Scheil
Inc. serves as the exclusive distributorSifAand CompuDentsystems (and ancillary products) in both North Aicgern:
Canada, for a one year period. In June 2008, Mitesimplemented a change to its domestic distobustrategy and sign
Henry Schein, Inc. as a non-exclusive distributo6®dAand CompuDensystems (and ancillary products) in the United &3
and Canada. That same month, the Company alsodsigatterson Dental Supply as an additional exclusive partner
promote sales of our products in the United States Canada. Early in the third quarter, the Compadded four more non-
exclusive distributors to our domestic sales nekwancluding Benco Dental, Burkhard Dental, GoeEzental and Atlant
Dental.

The Company has informal arrangements with the fiaatwrer of ourSTA, CompuDentand CompuMedunits, one of th
principal manufacturers of our handpieces andHosé units pursuant to which they manufacture tpeseéucts under speci
purchase orders but without any lotegm contract or minimum purchase commitment. Tlien@any has a manufactur
agreement with one of the principal manufacturémsuo handpieces pursuant to which they manufagitmducts under speci
purchase orders but without minimum purchase comerits. The Company has established an alternateesofti supply fc
our handpieces in China and other alternate sowfcagoply exist.

NOTE — 8 COMMITMENTS AND OTHER
Contract Manufacturing Arrangement

Milestone has informal arrangements for the marufacof its products.CompuDent, STAand CompuMedunits ari
manufactured for Milestone by Tricor Systems, Iparsuant to specific purchase ordeffie Wanddisposable handpie
without a needle is manufactured for Milestone iaxido pursuant to scheduled production requiremditits Wanchandpiec
(with and without needles) is supplied to Milestdnea product broker that arranges for its manufacby manufacturers
China.

The termination of the manufacturing relationshighvany of the above manufacturers could have &nahtadverse effect
Milestones ability to produce and sell its products. Althbuglternate sources of supply exist and new matwiag
relationships could be established, Milestone waddd to recover its existing tools or have nevistpooduced. Establishme
of new manufacturing relationships could involvgnéiicant expense and delay. Any curtailment oelintption of the suppl
whether or not as a result of termination of sucélationship, would adversely affect Milestone.
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ITEM 2. Management'’s Discussion and Analysis and Bh of Operation.

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

OVERVIEW

During the first quarter of 2009, Milestone remairfecused on advancing efforts to achieve its twmary objectives
those being:

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

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

STA System Award— Industry Recognition

Since its market introduction in the spring of 200% STA Systerhas received rave reviews and awards from the &
industry. In July 2007, noted industry publicatibentistry Todayfeatured theSTA Systeras one of theTop 100 Products
2007,” helping to promote much broader recognitiérihe instrument and validating tI8TA Systems value proposition fi
dentists and patients, alike. In April 2008edical Device & Diagnostic Industmnagazine distinguished ttf&TA Systeras
2008 Medical Design Excellence Award winner in tBental Instruments, Equipment and Supplipsdduct category. Of tl
33 products to receive this coveted award 3Mé Systewas one of only two winning products that servetdigpractitioners.

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

Second Annual Symposium on-CLAD

In addition to winning noted acclaim among leaddental publications, our award winnif8TA Systerhas also bet
gaining the support of many of the woddeading dental practitioners and key opinion éeadin February 2008, we hosted
First International GZLAD Symposium in New Orleans, welcoming a distiistped panel of dental experts who gathere
discuss advancements in the scientific and clinpzakttice communities toward the common goal ofaading the scienc
knowledge and art of CLAD in dentistry. The forum yielded a number ofciixg ideas on how Milestone can integrate
STA Systemot only into dental school curricula, but alsoesxt messaging regarding its many unique benefithaadente
community and patients, alike.
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On May 1-3, 2009, Milestone will be hosting thédAnnual Symposium on GLAD in Amelia Island, Florida. Stanl
Malamed, DDS, Professor of Anesthesia & Medicing¢hat University of Southern California, School oémistry, will agai
serve as Chairman of the invitational event. Witeradance expected to be triple that of 2008, ytha&’s Symposium will cove
a broad range of C-CLAD-related topics including:

e The History of (<CLAD

e Treating with Connectio

e Heart Rate Stud

«  STACompassionate Care in the stCentury
e Injection Advances and Challenc

e Physiologic and Clinical Characteristics of PDL Atiesia Delivered by a High Pressure Syringe a@draputerize
Device

*  TheSTAfor Tots and Teen
e Computerized Local Anesthesia in Dentistry: A Rew
e Todays Technology
« Managing a Successful Dental Practice: Why PeoplepkComing Bac
e«  STA-The Dental Scho’s Perspectiv
«  Futuristic Vistas: The Dentist/Hygienist Partnepe
STA System Growt

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

Global Distribution Network

The STA Systerand related handpieces are marketed to the deiastry in the United States and Canada by matlye
nation’s leading dental supply companies including Herulgefh, Inc., Patterson Dental Supply, Benco Deathart Denta
Goetze Dental, and Atlanta Dental. Collectivelyr aetwork has more than 2,450 independent salesgseptatives trained
sell theSTA Systerand related handpieces to dentists throughout thietl States and Canada.

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

Subsequent to the quarter ending March 31, 2008, Gompany signed an Exclusive Distribution and M&ric
Agreement with China National Medicines Corporatéih/a Sinopharm. Sinopharm is Chisidargest domestic manufactu
distributor and marketer of pharmaceuticals andoirgy of medical devices and the courgrjargest domestic distributor
dental anesthetic carpules to the Chinese derttabtry.

As a result of growing market awareness and apgtieni of the STA System, coupled with our activerketing efforts
sales of the instrument (and related handpiece$jad four consecutive quarters of growth in 206&he first quarter of th
year, we saw no indication that this trend is stayor reversing. Conversely, sales of STA Systerand handpieces helg
increase total revenues 59% during the three maeided March 31, 2009, when compared to the saree thonth period
the prior year. As we progress through 2009, wen ita expand Milestons’ worldwide sales and marketing resource
accelerate our revenue growth. Particular emphélibe placed on strengthening distribution chdarie Europe.
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Segmented Sales Performan

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

Three Months Ended March 2

2009 2008

DOMESTIC

Instruments $ 526,41 35.% $ 81,14« 9.C%

Handpiece:! 931,81( 63.(% 799,74 89.1%

Other 20,27 1.4% 16,827 1.€%
Total Domestic $ 1,478,49 100.(% $ 897,71! 100.(%
INTERNATIONAL

Instruments $ 265,53¢ 36.6% $ 138,06: 28.2%

Handpiece! 463,40: 63.6% 351,48: 71.1%

Other (2,617) -0.4% 732 0.1%
Total Internationa $ 726,32 100.(% $ 490,27! 100.(%
DOMESTIC/INTERNATIONAL ANALYSIS

Domestic $ 1,478,49 67.1% $ 897,71 64.7%

International 726,32¢ 32.% 490,27 35.2%
Total Product Sale $ 2,204,81! 100.% $ 1,387,99 100.(%

The Company earned gross profits of 58% and 67%rithe three months ended March 31, 2009 and 2@G&®ectively
However, our revenues and related gross profite imat¢ been sufficient to support our overhead, peaduct introduction an
research and development expenses. Although thep&@uoyranticipates expending funds for research awdldpment in 200¢
these amounts will vary based on the operatingtsefar each quarter. The Company has incurredatjmegy losses and negati
cash flows from operating activities since its jpiien. The Company is actively pursuing the genenadf positive cash flow
from operating activities through increase in raxenassessment of current contracts and currewntinggns and reduction |
operating expenses. The Company, at March 31, 28Q%cts to have sufficient cash reserves to meéeff és anticipatec
obligations through December 31, 2009.

New Product Development and Commercializati

In keeping with the Company’stated goal for leveraging our patented Comptddbnology in new medical applicatiol
Milestone’s management team has also continued to identiflypamsue opportunities to form strategic collabiorat in the
areas of sel&kdministered drug delivery, injections for ostebaftis pain management and epidurals. The respda:
Milestone’s proprietary technology with whom Milestone hagaged in meaningful teaming discussions has cosdiria be
encouraging. Throughout 2008, the Company met héthithcare companies who expressed interest imftapplications o
the CompuFlo technology. As Milestone progressesutih 2009, the Company will maintain its pursditGompuFlobasec
product development prospects that are deemed dise promising and commercially viable, and offex greatest potential fi
allowing Milestone to fully realize the product @édepment and commercialization opportunities.

Executive Management Chanc

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

Technology Rights

The technology underlying o@afetyWan@nd CompuFlotechnology and an improvement to the controlsfompuDen
were developed by our Director of Clinical Affased assigned to us. We purchased this technologuant to an agreeme
dated January 1, 2005, for 43,424 shares of resdricommon stock and $145,000 in cash, paid onl Ap2005. In addition
our Director of Clinical Affairs will receive addinal deferred contingent payments of 2.5% of ataltsales ofCompuDen
and Wand Plus units using some of these technapgied 5% of our total sales $T Aunits and handpieces using some of
other technologies. If products produced by thiattips use any of these technologies, under ade&eé&om Milestone, then t
will also receive the corresponding percentagdefdonsideration received by us for such salecense.
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Summary of Significant Accounting Policies, Judgmets and Estimates

Our discussion and analysis of our financial caoditand results of operations are based upon oantial statemen
which have been prepared in accordance with acotmuptinciples generally accepted in the Unitedt€taf America. TF
preparation of these financial statements requise® make estimates and judgments that affeateth@rted amounts of ass:
liabilities, revenues and expenses, and relaterladigre of contingent assets and liabilities. Oroagoing basis, we evalu:
our estimates, including those related to accorgtsivable, inventories, stodlased compensation, and contingencies. We
our estimates on historical experience and on wuariother assumptions that are believed to be redSorunder tr
circumstances, the results of which form the bfmisnaking judgments about the carrying valuesssfeés and liabilities th
are not readily apparent from other sources. Actaallts may differ from those estimates undered#fiit assumptions
conditions.

Accounts Receivab

The realization of Accounts Receivable will havsignificant impact on the Company. ConsequentlyeMone estimat
losses resulting from the inability of its custosméo make payments for amounts billed. The colkglita of outstandin
amounts is continually assessed.

Inventories

Inventory costing, obsolescence and physical coate® significantly important to the agsing operation of the busine
Inventories principally consist of finished goodsdacomponent parts stated at the lower of costffir, first-out method) ¢
market. Inventory quantities on hand are reviewedaoguarterly basis and a provision for excess @sblete inventory
recorded if required based on past and expectadsfstles.

Impairment of Lon-Lived Assets

The long lived assets of the Company, principaliyepts and trademarks are the base features bligieess. We revie
long-ived assets for impairment whenever circumsta@eessituations change such that there is an indicéttat the carryin
amounts may not be recoverable. The carrying vaiubke asset is evaluated in relation to the opeggierformance and futt
undiscounted cash flows of the underlying assets.

Revenue Recognitic

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

Results of Operations
The consolidated results of operations for theahmenths ended March 31, 2009 compared to the gae® month peric

in 2008 reflect our focus and development onSA& Systemas well as continuing efforts on identifying edibrative partne
for new product development utilizing oGompuFlotechnology.
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The following table sets forth for the periods reed statement of operations data as a perceotageenues. The tren
suggested by this table may not be indicative tfrRioperating results.

Three Months Ended March :

2009 2008

Products sales, n $ 2,204,81! 10% $ 1,387,99 98%
Royalty income — 0% 14,16: 1%

Total revenue 2,204,81! 10C% 1,402,15: 10C%
Cost of products sol 916,55( 42% 463,92: 33%
Gross Profit 1,288,26! 58% 938,22¢ 67%
Selling, general and administrative exper 1,728,81! 78% 1,471,97 105%
Research and development exper 67,62: 3% 48,31¢ 3%

Total operating expens 1,796,43 81% 1,520,29 10€%
Loss from operation (508,16%) -23% (582,06%) -42%
Other income— interest & expens (53,479 -2% (33,817) -2%
Net loss $ (561,64 -25% (615,88 -44%

Three months ended March 31, 2009 compared to thremths ended March 31, 2008

Total revenues for the three months ended Marcl28@9 and 2008 were $2,204,819 and $1,402,153ectgply. The
total increase in product sales of $816,829 or %8.B1 2009 over 2008 is primarily the result of ttentinuedSTA produc
growth. DomesticSTAunit sales increased $472,094 in 2009 over 2008 ditamatic increase is due to a lack of salesuy
exclusive distributor in the first quarter of 2008e exclusive distributor arrangement was terneidan the second quarter
2008 and a non exclusive arrangement was implemeanita several distributors in the second quarfe2G98. In the domest
market, handpiece sales were higher, increasirlBg,066 or 16.5%. On the international front, gaies increased in the f
quarter of 2009 over 2008 by $127,478 or 92.3% gipally due to increased market penetration for 81A System
Internationally, handpieces also increased risitiyl$020, 24.2% due to an increase in ®ihandCompuDenhandpieces.

Cost of products sold for the three months endectiMal, 2009 and 2008 were $916,550 and $463,@2pectively. Th
$452,626 or 97.6% increase is primarily attribugatol an increase in sales volume.

For the three months ended March 31, 2009, Milesigenerated a gross profit of $1,288,269 or 58%ocagpared to
gross profit of $938,229 or 67% for the three merehded March 31, 2008. The decrease in grosg pesfientage is due to -
decrease in the selling price of STA in the seapualter of 2008. The total increase in gross pditars of $350,040 is due
an increase in sales volume.

Selling, general and administrative expenses ferttliee months ended March 31, 2009 and 2008 we®2& 815 an
$1,471,978, respectively. The $256,837, or 17.48bjntrease is described in the following sectiohthis report. Although tt
Company continues to reduce expenses, the 2009dfiiarter increase was due to higher expensesngléd promotin
continued sales growth. Marketing expenses inctedse $286,439, principally due to increased medlacgmer
(approximately $76,000), attendance at trade stawisvarious sales promotions. Sales expenses settdsy $63,853 as 1
Company increased field sales personnel and inedegarticipation and presence at trade shows. idddiy, third party sale
representative commissions increased by $21,02&dban increased domestic sales of3fid Systemasnd related handpiec
Other variable sales expenses for 8BA Systerand handpieces increased in the first quarter 68 2fue to higher royal
payments ($34,968) and increased internationahgeplarticipation costs of approximately $21,000. fBe positive side of tl
ledger, professional accounting services decrebge®D2,419 in the first quarter of 2009 over thmegeriod in 2008, due
completion of the Sarbanes Oxley initiative anddowudit fees. There was a decrease in consukingces of $57,056.

Research and development expenses for the threéhsnended March 31, 2009 and 2008 were $67,622%4B8¢B819
respectively. The increase of $19,303 was attriidatéo a research project and product life testivogirred the first quarter
20009.
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The loss from operations for the three months edacth 31, 2009 and 2008 was $508,168 and $5821@8gectively
The $73,900 or 12.7% decrease in loss from opemimexplained above.

Interest income of $1,804 was earned for the timeaths ended March 31, 2009 compared with $3,286h® sam
period in 2008. Interest income declined due toedibeash balances and lower interest rates.

Interest expense was $47,403 and amortization luffidsuance was $7,875 relating to the line ofiti@t long term no
payable for the first quarter of 2009 comparednieriest expense of $30,924 and amortization of dsllance expense
$6,129 for the same quarter in 2008.

For the reasons explained above, net loss forhite= tmonths ended March 31, 2009 was $561,642mapared to a n
loss of $615,885 for the three months ended Maict2808. The $54,243 or 8.8% decrease in net $ogermarily a result of tt
increase in sales and gross margin dollars, plgribddlset by one time increases in market consglttosts and a decreast
other selling, general and administrative expenses.

Liquidity and Capital Resources

As of March 31, 2009, we had cash and cash equitsalef $500,668 and working capital of $1,190,9b6flestone
incurred net losses of $561,642 and $615,885 agdtive cash flows from operating activities of $2Z8Y and $407,598 for t
three months ended March 31, 2009 and 2008, regelsct

For the three months ended March 31, 2009, oucas used in operating activities was $200,257s Was attributab
primarily to a net loss of $561,642 adjusted foneash items of $262,651 and changes in operatisgtsagand liabilities
$98,734, principally common stock and options iglsiae compensation, consulting and vendor services.

For the three months ended March 31, 2009, Milestaed $42,740 in investing activities. This wamarily attributabli
to $12,609 of legal fees related to new patentiegjgbn. Capital expenditures of $30,131 were prilmdor the purchase
STA trade show booths.

As of March 31, 2009, Milestone had recorded on Blagance Sheet a $1.3 million line of credit fronmstackholdel
originally issued in June 2007. Additionally, ther@pany has recorded a long term note payable dd,888 from the san
stockholder. Both of these loans were outstandirdgaach 31, 2009.

The Company has incurred operating losses and imegedsh flows from operating activities since iitseption. Th
Company is actively pursuing the generation of fpasicash flows from operating activities through iacrease in reven
based upon managementissessment of present contracts and currentizitget and reductions in operating expenses
Company, at March 31, 2009, expects to have sefficcash reserves to meet all of its anticipatelipafions throug
December 31, 2009. If the Company is unable to igeagositive cash flows from its operating aci@gtit will need to rais
additional capital. There is ho assurance thaCin@pany will be able to achieve positive operatiagh flows or that traditior
capital can be raised on terms and conditionsfaatsy to the Company. If additional capital isjuged and cannot be rais
then the Company would be forced to curtail itsedlepment activities, reduce marketing expensegXating dental produc
or adopt other cost saving measures, any of whightmegatively affect the Company’s operating hssu

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

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Reference is made to Item 2 of Part | of this qréytreport. “Management Discussion and Analysi®lan of Operation-
Forward Looking Statements”.
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Item 4. Controls and Procedures

The Companys management, including the Chief Executive Offiaed Chief Financial Officer, have evaluated
effectiveness of the design and operation of thenamy's disclosure controls and procedures (as definddxohange Ac
Rules 13a-15(e) and 15d-15(e)) as of the end opénmod covered by this report. Based upon thatuetian, the Company’
Chief Executive Officer and Chief Financial Offideaive concluded that the disclosure controls andgutures as of March :
2009 are effective to ensure that information resgiito be disclosed in the reports the Company file submits under t
Exchange Act is recorded, processed, summarizedegraited within the time periods specified in 8&€C'’s rules and forn
and that such information is accumulated and conicated to the Company’management, including the Chief Exect
Officer and Chief Financial Officer, to allow tinyetlecisions regarding disclosure.

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

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

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

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

For the three months ended March 31, 2009 and 200&evenues were approximately $2.2 million and4$iillion
respectively. In addition, we have had losses ficheyear since the commencement of operationsydimg net losses
approximately $562,000 and $616,000 for 2009 ar@B2@espectively. At March 31, 2009, we had an audated deficit c
approximately $57.8 million. At March 31, 2009, tGempany had cash and cash equivalents $500,66&arhéhg capital c
$1,190,957. Additionally, the Company secured a bifi credit in the aggregate amount $1.0 milliaanfra stockholder whic
line was fully borrowed at December 31, 2007, acuised in Note 5. This borrowing was amended (8081000 as ¢
September 30, 2008 under the same terms and corslds the original. All borrowings and interegréon must be repaid
June 30, 2010. Additionally, the Company borrowetbG000 in 2008 from the same shareholder, withua date ¢
January 2009. This additional borrowing was refoeghat December 31, 2008 and the due date wasdextéa June 30, 20!
The Company, at March 31, 2009, expects to havicguft cash reserves to meet all of its anticigapdligations throug
December 31, 2009. Additionally, the Company isivety pursuing the generation of positive cash ofwom operatin
activities through increases in revenues based opmagemend’ assessment of present contracts and currentizibged an
reductions in operating expenses. If the Companynable to generate positive cash flows from itsrafing activities it wil
need to raise additional capital. There is no aswg that the Company will be able to achieve pestperating cash flows
that additional capital can be raised on the team$ conditions satisfactory to the Company if &t l&ladditional capital i
required and it cannot be raised, then the Compeoyld be forced to curtail its development actesti reduce marketi
expenses for existing dental products or adoptratbst savings measures, any of which might neglgtiaffect the Company’
operating results.

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

There are no other changes to our risk factors fitemse disclosed in our Annual Report on FornKifor the year ende
December 31, 2008.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Recent Sales of Unregistered Securities

In the quarter ended March 31, 2009, Milestonesidgotal 327,976 shares valued at $167,324 asisilo

Shares $
Shares issued for Employee Compense 253,34 $ 125,32
Shares issued for servic 74,63¢ 42,00(

327,97¢ $ 167,32«

Additionally, in the quarter ending March 31, 2088ares to be issued was increased by 45,454 shiacesnmon stoc
(valued at $25,000) in settlement of deferred campton with an officer of the Company. An additbd6,216 shares valu
at $6,000 will be issued in April 2009 to a servizevider of the Company.

In the quarter ending March 31, 2008, Milestoneéssa total of 331,542 shares valued at $504,679.
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 tction 906 of the Sarbar-Oxley Act of 2002
32.2 Chief Financial Officer Certification pursuant tecsion 906 of the Sarbar-Oxley Act of 2002

23




Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causidréiport to be signt

on its behalf by the undersigned thereunto dulhenzed.

Date: May 7, 2009

MILESTONE SCIENTIFIC INC.

/s/ Leonard Ossel
Leonard Osse
Interim Chief Executive Officel

/sl Joseph 'Agostino
Joseph ' Agostino
Chief Financial Officer
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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 tction 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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Exhibit 31.1
Rule 13a-14(a)/15d-14(a) Certification
I, Leonard Osser, certify that:
1. I have reviewed this quarter report on Form 1fyQhe three months ended March 31, 2009 of Nbles Scientific;

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

3. Based on my knowledge, the financial statemeartd,other financial information included in theport, fairly present in ¢
material respects the financial condition, resofoperations and cash flows of the small busingsser as of, and for, t
periods presented in this report;

4. The small business issuedther certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cda
and procedures (as defined in Exchange Act Rulaslb8) and 15d5(e)) and internal control over financial repogti(as
defined in Exchange Act Rules 13a-15(f) and 15d)L5qr the small business issuer and have:

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedarbe designe
under our supervision, to ensure that materialrinfgion relating to the small business issuer idiclg its consolidate
subsidiaries, is made known to us by others withivse entities, particularly during the period ihieh this report is beir
prepared;

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

(c) Evaluated the effectiveness of the small buissinesues disclosure controls and procedures and presantéd repor
our conclusions about the effectiveness of thelalisce controls and procedures, as of the endeoftriod covered by tt
report, based on such evaluation; and

(d) Disclosed in this report any change in the simaginess issues’internal control over financial reporting thatooec
during the small business issuer’s most recenalfiquarter (the small business issadburth quarter in the case of an an
report) that has materially affected, or is reabbnéikely to materially affect, the small busineissuers internal control o
financial reporting; and

5. The small business issuelther certifying officer(s) and | have disclosbdsed on our most recent evaluation of int
control over financial reporting, to the small mess issuer’s auditors and the audit committedn@fsmall business issuer’
board of directors (or persons performing the egjeit functions):

(a) All significant deficiencies and material weakses in the design or operation of internal coraxer financia
reporting which are reasonably likely to adversaffiect the small business issiuegbility to record, process, summarize
report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samifrole in th
small business issuer’s internal control over foahreporting.

Date: May 7, 2009

/s/ Leonard Ossel
Leonard Osse
Interim Chief Executive Officel




Exhibit 31.2
Rule 13a-14(a)/15d-14(a) Certification
I, Joseph D’Agostino, certify that:
1. I have reviewed this quarter report on Form 1fyQhe three months ended March 31, 2009 of Nbles Scientific;

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

3. Based on my knowledge, the financial statemeartd,other financial information included in theport, fairly present in ¢
material respects the financial condition, resoft®perations and cash flows of the small businesger as of, and for, t
periods presented in this report;

4. The small business issuedther certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cda
and procedures (as defined in Exchange Act Rulaslb8) and 15d5(e)) and internal control over financial repogti(as
defined in Exchange Act Rules 13a-15(f) and 15d)L5qr the small business issuer and have:

(a) Designed such disclosure controls and procedunecaused such disclosure controls and procedarbe designe
under my supervision, to ensure that material mftion relating to the Company, including its cditsded subsidiaries,
made known to us by others within those entitiastigularly during the period in which this rep@tbeing prepared;

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

(c) Evaluated the effectiveness of the small bissingsues disclosure controls and procedures and presémtéds repor
our conclusions about the effectiveness of thelalisce controls and procedures, as of the endeofotriod covered by tt
report, based on such evaluation; and

(d) Disclosed in this report any change in the $imadiness issues’internal control over financial reporting thatooec
during the small business issuer’s most recenalffigoarter (the small business issaefidurth fiscal quarter in the case of
annual report) that has materially affected, oreiasonably likely to materially affect, the Companynternal control ov
financial reporting; and

5. The small business issugidther certifying officer(s) and, | have disclosbdsed on our most recent evaluation of int
control over financial reporting, to the small mess issuer’s auditors and the audit committedn®fsmall business issuer’
board of directors (or persons performing the egjeint functions):

(a) All significant deficiencies and material weakses in the design or operation of internal coraxer financia
reporting which are reasonably likely to adversafiect the small business issuegbility to record, process, summarize
report financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a samifrole in th
small business issuer’s internal control over fgiahreporting.

Date: May 7, 2009

/sl Joseph 'Agostino
Joseph ' Agostino
Chief Financial Officer




Exhibit 32.1

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

In connection with the quarterly report of MilestéoBcientific Inc (the “Company”) on Form IDfor the period endir
March 31, 2009 as filed with the Securities and Haxge Commission on the date hereof (the “Repadrt)eonard Osse
Interim Chief Executive Officer of the Company, tifgr pursuant to 18 U.S.C. ss. 1350, as adoptedyaunt to ss. 906 of t
Sarbanes-Oxley Act of 2002, that:

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

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

Dated: May 7, 2009

/sl Leonard Osser
Leonard Osse
Interim Chief Executive Office

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



Exhibit 32.2

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

In connection with the quarterly report of MilestoBcientific Inc (the “Company”) on Form ID-for the period endir
March 31, 2009 as filed with the Securities andhzaxmge Commission on the date hereof (the “Repdrtdoseph DAgostino
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. ss. 1350, as adopted pursoast 906 of the Sarbanes-
Oxley Act of 2002, that:

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

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

Dated: May 7, 2009.

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

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





