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Introductory Comments — Terminology

Throughout this quarterly report on Form 10-QSBis(tfReport”), the terms “BioSpecifics,” “Company;we,” “our,” and “us” refer tc
BioSpecifics Technologies Corp. and its subsidg@rigdvance Biofactures Corporation (“ABC-NY’Which it still currently owns, Advan
Biofactures of Curacao, N.V. (“ABC-Curacaotyhich was sold in 2006, and BioSpecifics Pharma 8mbhich was liquidated in 2005. \
also owned two dormant companies, BioSpecifics Mnd Biota N.V., which were liquidated in Janua@p?2.

Introductory Comments — Forward Looking Statements

This Report includes “forward-looking statementsithin the meaning of Section 27A of the Securitiést of 1933, as amended,
Section 21E of the Securities and Exchange Act3#4]1 as amended. All statements other than statsnoérhistorical facts arefdrwarc
looking statementsfor purposes of these provisions, including anyjgaons of earnings, revenues or other finan¢@hs, any statements
the plans and objectives of management for futyerations, any statements concerning proposed medugts or licensing or collaborat
arrangements, any statements regarding future etionmonditions or performance, and any statemerdgsstimptions underlying any of

foregoing. In some cases, forward-looking statesiean be identified by the use of terminology sash'may,” “will,” “expects,” “plans,”
“anticipates,” estimates,” “potential,” or “contialior the negative thereof or other comparable terlogo Although we believe that t
expectations reflected in the forwdnbking statements contained in this Report arsaeable, there can be no assurance that such atipet
or any of the forwardeoking statements will prove to be correct, anthiakcresults could differ materially from those jecied or assumed
the forward-looking statements. Our future finahciandition and results of operations, as well ag forwardiooking statements, are subj
to inherent risks and uncertainties, including bot limited to the risk factors set forth belowdaior the reasons described elsewhere ir
Report. All forwardlooking statements and reasons why results magrdiftluded in this Report are made as of the dateof, and we assui
no obligation to update these forward-looking stegats or reasons why actual results might differ.
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PART | — FINANCIAL INFORMATION
Item 1: Consolidated Financial Statements

BIOSPECIFICS TECHNOLOGIES CORP. AND SUBSIDIARIES
Consolidated Balance Sheets

September
30,
2007
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 1,882,23
Accounts receivable, net 75,31«
Prepaid expenses and other current assets 113,95:
Total current assets 2,071,501
Property, plant and equipment, net 43,71¢
Total assets 2,115,21!
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable and accrued expenses 2,068,13.
Deferred revenue 1,437,11
Accrued tax and other accrued liabilities otcdistinued operations 78,13¢
Total current liabilities 3,583,38!
Long-term deferred revenue 3,240,91.
Stockholders' equity (deficit):
Series A Preferred stock, $.50 par value, 7@d@res authorized; none outstanding -
Common stock, $.001 par value; 10,000,000 shauttsorized; 5,449,868 shares issued and outstguadifeptember 30,

2007 5,45(
Additional paid-in capital 4,542,83.
Retained earnings (deficit) (7,937,63)
Treasury stock, 131,267 shares at cost at Séetedd, 2007 (693,95)
Notes receivable from former CEO, shareholder@hairman and other related party (625,779

Total stockholders' equity (deficit) (4,709,08)
Total liabilities and stockholders’ equity $ 2,115,21!

See accompanying notes to consolidated financiabgtments
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BIOSPECIFICS TECHNOLOGIES CORP. AND SUBSIDIARIES
Consolidated Statements of Operations

(unaudited)

Three Months Ended

Nine Months Ended

September 30, September 30,
2007 2006 2007 2006
Revenues:
Net sales $ 10,12¢ $ 5141 $ 22,060 $ 18,81"
Licensing fees 289,27¢ 289,27¢ 867,83 867,83
Consulting fees 70,00( 70,00( 210,00( 163,33:
369,40° 364,42( 1,099,89 1,049,98
Costs and expenses:
General and administrative 1,001,38. 769,44¢ 2,911,79i 2,668,31!
Research and development 142,58: 134,19: 601,00: 1,127,401
1,143,961 903,64: 3,512,79 3,795,72.
Operating loss from continuing operations (774,559 (539,22) (2,412,90) (2,745,73)
Other income (expense):
Interest income 29,25: 73,28¢ 107,39t 155,42:
Interest expense = = - (521)
29,25! 73,28¢ 107,39t 154,90:
Loss from continuing operations before benefit @nge) for income tax (745,30¢) (465,93) (2,305,501 (2,590,83)
Income tax benefit (expense) - - (3,600 -
Net income (loss) from continuing operations (745,30¢) (465,93) (2,309,109 (2,590,83)
Discontinued operations:
Net loss from discontinued operations - - - (1,115,70)
Net gain on the sale of assets - - - 3,601,07.
Net income (loss) $ (745,30 $ (465,93) $ (2,309,10) $ (105,469
Basic net income (loss) per share:
From continuing operations $ 019 $ 0.09 $ 0.49 $ (0.50
From discontinued operations $ - % - % - % 0.4¢
Basic net income (loss) per share $ (0.1 $ (0.0 $ 049 $ (0.02)
Diluted net income (loss) per share:
From continuing operations $ 0.19 $ 0.09 $ 0.49 $ (0.50
From discontinued operations $ - % - % - % 0.4¢
Diluted net income (loss) per share $ (0.1 $ (0.09 $ 049 $ (0.02)
Shares used in computation of basic net income (B)sper share 5,317,32. 5,234,42! 5,276,23 5,215,071
Shares used in computation of diluted net incomedss) per share 5,317,32. 5,234,42! 5,276,23 5,215,07.

See accompanying notes to consolidated financiabgtments
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BIOSPECIFICS TECHNOLOGIES CORP. AND SUBSIDIARIES
Consolidated Statements of Cash Flows

(unaudited)
Nine Months Ended
September 30,
Cash flows from operating activities: 2007 2006
Net loss $ (2,309,10) $ (2,590,83)
Adjustments to reconcile net loss to net caskiged by operating activities:
Depreciation and amortization 24,10¢ 16,61°
Issuance of restricted stock for services - 7,87¢
Stock-based compensation expense 477,36: 485,45t
Changes in operating assets and liabilities:
Accounts receivable (24,190 46,22:
Prepaid expenses and other current assets (69,54)) 11,05¢
Accounts payable and accrued expenses 353,23 379,56(
Employee bonus plan liability - (6,600
Deferred revenue (702,83) (606,17()
Net cash provided by (used in) operating activitie from continuing operations (2,250,97) (2,256,81)
Net cash provided by (used in) discontinued operiamns (321,03) 1,011,82:
Net cash provided by investing activities from disontinued operations - 6,058,71.
Cash flows from financing activities:
Proceeds received from stock option exercises 87,06: -
Payment to minority shareholders - (83,406
Net cash provided by (used in) financing activitie from continuing operations 87,06: (83,406
Increase in cash and cash equivalents (2,484,94) 4,730,31
Cash and cash equivalents at beginning of year 4,367,17 539,38
Cash and cash equivalents at end of period $ 1,882,23. $ 5,269,69i
Supplemental disclosures of cash flow information:
Cash paid during the periods for:
Interest $ - % 521
Taxes $ 3,60 $ -

Supplemental disclosures of hon-cash transactions:

In March 2007, in full repayment of the $304,398rmwed to the Company by Wilbur Street CorporaffiSC”), WSC offset $304,398
back rent due from the Company in repayment ofltla@. The transaction was recorded by reducingréhé payable by $304,398 and
receivable from the former CEO and Chairman by 388 and increasing additional paid in capital b@&245.

For the year ended December 31, 2006, the Compaluced its liability to the employee stock bonwmndy issuing $162,300 of common
stock. The remaining balance of $6,600 was cantelle

In March 2006, we sold our topical collagenase fess to DFB. In order to effectuate the transactith DFB, we repurchased all of 1
outstanding shares of ABC-NY and ABGiracao held by minority shareholders in exchamgeafcombination of approximately $83,00(
cash and 102,574 restricted shares of our treasock.

See accompanying notes to consolidated financiabgtments
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BIOSPECIFICS TECHNOLOGIES CORP.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2007
(Unaudited)

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

We are a biopharmaceutical company that has besivied in the development of injectable collagenfasemultiple indications. We have
development and license agreement with AuxiliumrRiageuticals, Inc. (“Auxilium”)for injectable collagenase (which Auxilium has na
“XIAFLEX ™ » (formerly known as “AA4500")) for clinical indicions in Dupuytren’s disease, Peyrosialisease and frozen shou
( adnhesive capsulitis ), and Auxilium has an option to acquire additioriatlications that we may pursue, including celalian
lipomas. Injectable collagenase has completedatadiclinical trial for the treatment of Dupuytfendisease. A Phase Il clinical trial had k
initiated and was put on clinical hold. In a press release dated September 10, 2007, Aox#innounced that it has restarted its Pha
clinical trials for XIAFLEX ™ for the treatment of Dupuytren’s disease.

On August 23, 2007, we entered into a license ageeéand a clinical research agreement (the “Agesesi) with a third party. In connecti
with the execution of the Agreements we made aertpifront payments to this third party.

DISCONTINUED OPERATIONS

Prior to March 2006, we were a party to an excldigense agreement with Abbott Laboratories, &nd its subsidiaries (“Abbott”fpr the
production of the active pharmaceutical ingredi€dPI” or “API Enzyme”) for topical collagenase. In March 2006, we sold tapica
collagenase business to DFB Biotech, Inc. andfileates (“DFB”), including all rights to the exclusive license agneat and we were relea:
of any obligations thereunder.

In addition, DFB acquired all of the issued andstartding shares of Advance Biofactures of Curabiad, (“ABC-Curacao”),pursuant to tt
Asset Purchase Agreement (the “Asset Purchase mgmtt) between us, DFB and Advance Biofactures C#WBC-NY”). ABC- Curaca
manufactured the APl Enzyme, which in its finalnfedation was marketed by Abbott. The operating ltesof ABC-Curacao and certe
operations of ABC-NY have been classified as difooed operations in the Consolidated Financialedtants for all periods presented.

At the closing of the Asset Purchase Agreement, iFBcquired from us certain inventory and mantifang equipment used in the topi
collagenase business, (ii) was granted a perpetyalty free license to use, solely in connectidthwhe topical collagenase business, ce
intangible assets retained by us and (iii) was tgicrthe right (for a limited period of time) to ysslely in connection with the topi
collagenase business, certain tangible assetsedtaly us. As part of the sale, we transferredA8 Dur FDA manufacturing license.

As consideration for the purchased assets includingAPI inventory we received $8 million in ca$hEB’s assumption of certain liabiliti¢
and the right to receive earn out payments in tigré based on sales of certain products. In cdimmewith the closing of the Asset Purch
Agreement, we agreed to provide certain technisaistance and certain transition services to DFBoimsideration of fees and costs tote
over $1.4 million. DFB paid to us a partial payment$425,000 in respect to the technical assistdodee provided by us. The consull
obligations generally expire during March 2011.
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On January 8, 2007, we entered into an AmendmettitetAsset Purchase Agreement with ABC-NY and D#i#& (Amendment”)in order tc
clarify the intent of the parties with respect tertain provisions of the Asset Purchase Agreemedt the parties are discussing fur
clarifications to address certain concerns raiseduxilium.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying consolidated financial statememées unaudited, but include all adjustments (coimgjsbnly of normal, recurrir
adjustments) which we consider necessary for gfaisentation of our financial position at suchedadnd the operating results and cash
for those periods. Although we believe that thecldsures in our financial statements are adequataake the information presented
misleading, certain information normally includedfinancial statements prepared in accordance adttounting principles generally accej
(“GAAP") in the United States (the “U.S.Has been condensed or omitted pursuant to the anlksegulations of the Securities and Exch
Commission (the “SEC”) for quarterly reporting.

The information included in this Report should lead in conjunction with the consolidated finan@tdtements and accompanying n
included in our Annual Report on Form K&B for the year ended December 31, 2006 filed wlitn SEC on September 26, 2007 anc
Quarterly Reports on Form 10-QSB for the quarteded March 31, 2007 and June 30, 2007 filed wighSEC on September 26, 2007.

Principles of Consolidation

The unaudited consolidated financial statementsidiecthe accounts of the Company and its majanityied subsidiaries, Advance Biofactt
Corp., (“ABC-NY"), which it still currently owns, Avance Biofactures of Curacao, N.V. (“ABC-Curacaeihich was sold in 200
BioSpecifics of Curacao N.V. and Biota N.V. andwholly-owned subsidiary, which were liquidated in Janu2097, BioSpecifics Pharr
GmbH ("Bio Pharma") of Germany, which was liquidhtiuring December 2005, after elimination of intermpany accounts and transacti
Due to the sale of Advanced Biofactures of Curddaé. in March 2006 to DFB all accounts of this fanmsubsidiary and certain operation
ABC-NY are classified as discontinued operationalirperiods presented.

Management Estimates

The preparation of unaudited consolidated finanstalements in conformity with accounting princgptgenerally accepted in the U.S. reqt
the use of managemestestimates and assumptions that affect the amoeptsted in the unaudited consolidated financiatesnents ar
accompanying notes. Actual results could diffenfrihose estimates.

Revenue Recognition

We recognize revenues resulting from product séles) licensing and use of our technology, and fiather services we sometimes perfori
connection with the licensed technology under thidance of Staff Accounting Bulletin (SAB) No. 10&Revenue Recognition.”

If we determine that separate elements exist irevenue arrangement under Emerging Issues Task Hssoe No. 00-21, Revenu
Arrangements with Multiple Deliverables” (EITF @1), we recognize revenue for delivered elemenkg when the fair values of undelivel
elements are known, when the associated earnimge$s is complete, when payment is reasonably exssund, to the extent the milest
amount relates to our performance obligation, wiiencustomer confirms that we have met the requérémunder the terms of the agreement.
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Revenues, and their respective treatment for filmhneporting purposes, are as follows:
Product Sales

We recognize revenue from product sales when tlepersuasive evidence that an arrangement etigés passes, the price is fixed
determinable and collectability is reasonably asdulNo right of return exists for our products gtde the case of damaged goods. To dat:
have not experienced any significant returns ofpyoducts.

Net sales include the sales of the APl Enzymeahatecognized at the time the product is shippexistomers for laboratory us
License Fees

We include revenue recognized from upfront licegsimd milestone payments in “License Feiesbur unaudited consolidated statemen
operations in this Report.

Upfront License Fees

We generally recognize revenue from upfront feegmwthe agreement is signed, we have completedaimngs process and we have
ongoing performance obligation with respect to #mengement. Nonrefundable upfront technology Beefees for product candidates
which we are providing continuing services relategroduct development are deferred and recograge@venue over the development pel

Milestones

Milestones, in the form of additional license fedgpically represent nonrefundable payments to éeeived in conjunction with tl
achievement of a specific event identified in tloatcact, such as completion of specified develograetivities and/or regulatory submissi
and/or approvals. We believe that a milestone ssmms the culmination of a distinct earnings preagken it is not associated with ongc
research, development or other performance on atr We recognize such milestones as revenue wimnkdecome due and collectiot
reasonably assured. When a milestone does notsexiréhe culmination of a distinct earnings process recognize revenue in a mar
similar to that of a nonrefundable upfront licefese.

The timing and amount of revenue that we recogfiaa licenses of technology, either from upfrorgédeor milestones where we are provit
continuing services related to product developmentprimarily dependent upon our estimates of tegetbpment period. We define
development period as the point from which reseantivities commence up to regulatory approvalitifez our, or our partnerssubmissio
assuming no further research is necessary. As ptedndidates move through the development progdsgjecessary to revise these estin
to consider changes to the product developmengegytich as changes in the clinical development, pegulatory requirements, or varic
other factors, many of which may be outside of @anmtrol. Should the FDA or other regulatory agescexjuire additional data or informati
we would adjust our development period estimatesraingly. The impact on revenue of changes inestimates and the timing therea
recognized prospectively over the remaining esehatroduct development period.
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Consulting and Technical Assistance Services

We recognize revenues from a consulting and teahagsistance contract primarily as a result ofagreement with DFB. Consulting reven
are recognized ratably over the term of the contfidwe consulting obligations to DFB generally egmluring March 2011.

Stock-Based Compensation

Under the provisions of Statement of Financial Aogting Standards (SFAS) No. 123(R), we estimatefairevalue of our employee stc
awards at the date of grant using the Black-Schofg®npricing model, which requires the use of certaibjsctive assumptions. The m
significant of these assumptions are our estimaiiéise expected volatility of the market price airstock and the expected term of the av
When establishing an estimate of the expected ¢téram award, we consider the vesting period foratlvard, our recent historical experienc
employee stock option exercises (including forfei) and the expected volatility. As required unther accounting rules, we review
valuation assumptions at each grant date andresu#t, our valuation assumptions used to valuel@yep stockbased awards granted in fut
periods may change.

Further, SFAS 123(R) requires that employee stuaded compensation costs be recognized over thésitegservice period, or the vest
period, in a manner similar to all other forms ofrgpensation paid to employees. The allocation gfleyee stocksased compensation cost
each operating expense line are estimated basegbemnific employee headcount information at eachtgdate and estimated stock op
forfeiture rates and revised, if necessary, inritperiods if actual employee headcount informatiofiorfeitures differ materially from tho
estimates. As a result, the amount of employeekdtased compensation costs we recognize in eachtgeexpense category in futi
periods may differ significantly from what we haezorded in the current period.

Employee stock-based compensation expense recagmimker SFAS 123(R) was as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Research and development $ 4,97¢ $ 12,57¢ $ 9,21¢ $ 73,18
General and administrative 224,24( 49,11¢ 468,14 412,27
Total stock-based compensation expense $ 229,21¢ % 61,69: $ 477,360 $ 485,45t

Sock Option Activity

A summary of our stock option and warrant actidtying the nine months ended September 30, 200régented below:

Weighted-
Total Number Average

Option of Shares Exercise Price
Outstanding as of December 31, 2006 1,281,12! $1.17
Granted 227,00( $4.50
Forfeited (41,573 $1.87
Exercised (84,052 $1.22
Expired - -
Outstanding as of September 30, 2007 1,382,501 $1.41
Exercisable as of September 30, 2007 1,200,87! $1.55

The weighted-average gratiate fair value for options granted during the mimenths ended September 30, 2007 was $4.50 per ahdr$0.9
per share in the corresponding nine month perio2il066. During the nine months ended September @7 2nd 2006, $87,062 and zero
received from stock options exercised by employesspectively.
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The aggregate intrinsic value of options outstagdamd exercisable as of September 30, 2007 wasodpmtely $5,239,539. Aggreg:
intrinsic value represents the total pee-intrinsic value, based on the closing price®wf common stock of $5.80 on September 30, @
which would have been received by the option haldemd all option holders exercised their optionsofishat date. Total unrecogniz
compensation cost related to nonvested stock aptaoitstanding as of September 30, 2007 was $403vR@h we expect to recognize ove
weighted-average period of 1.5 years.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 153ir ‘Walue Measurements” (“SFAS No. 1573FAS No. 157 provides a framework
measuring fair value in accordance with GAAP, arpgamds disclosures regarding fair value measuresvaand the effect on earnings. SF
No. 157 is effective for financial statements igbfier fiscal years beginning after November 15, 208nd interim periods within those fis
years. We are in the process of evaluating the anBBAS No. 157 will have on our financial positiand results of operatior

3. DISCONTINUED OPERATIONS

Prior to March 2006, we were a party to an exclidigense agreement with Abbott for the productiéthe API for topical collagenaseln
March 2006 we sold our topical collagenase busitef¥B, including all rights to the exclusive lise agreement and we were released ¢
obligations thereunder.

In addition, DFB acquired all of the issued andstariding shares of ABCuracao, pursuant to the Asset Purchase Agreeraémeén us, DF
and ABC-NY. ABC-Curacao manufactured the APl Enzymleich in its final formulation was marketed by ldit.

At the closing of the Asset Purchase Agreement, iFBcquired from us certain inventory and mantifang equipment used in the topi
collagenase business, (ii) was granted a perpetyalty free license to use, solely in connectidthwhe topical collagenase business, ce
intangible assets retained by us and (iii) was tgithe right (for a limited period of time) to usslely in connection with the topi
collagenase business, certain tangible assetaeétaly us. As part of the sale, we transferredR8 Dur FDA manufacturing license.

As consideration for the purchased assets includingAPI inventory we received $8 million in cafhFB’s assumption of certain liabiliti¢
and the right to receive earn out payments in tiharé based on sales of certain products. In cdimmewith the closing of the Asset Purch
Agreement, we agreed to provide certain technissisgance and certain transition services to DFBomsideration of fees and costs tote
over $1.4 million. DFB paid to us a partial paymeh$425,000 in respect to the technical assisttamte provided by us. In March 2007, C
paid us an additional $400,000 under the termb@®ffreement. The consulting obligations geneeadpire during March 2011.

For accounting purposes, the operating results BEALuracao and certain operations of ABIG- have been classified as discontin
operations in the Consolidated Statement of Opmratior all periods presented.

Three Months Ended Nine Months Ended
September 30, September 30,
2007 2006 2007 2006
Income (loss) from discontinued operations $ - % - % - $(1,115,70)
Pre-tax gain (loss) on disposal of discontinued-atiens - - - $ 3,601,07
Income (loss) from discontinued operations $ - % - % - $ 2,485,36
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4. NET LOSS PER SHARE

In accordance with SFAS No. 128, “Earnings Per ShéBFAS 128), basic net loss per share amountrigpated using the weightexiterag
number of shares of common stock outstanding dutiegperiods presented, while diluted net lossshare is computed using the sum ol
weightedaverage number of common and common equivalenéstoatstanding. Common equivalent shares usee iocamputation of dilute
earnings per share result from the assumed exetieck options, and warrants using the if cotecemethod. For the three and nine ma
ended September 30, 2007 and 2006, we incurretllagsefrom continuing operations and, as suchdigenot include the effect of outstand
stock options or warrants in the diluted net lossghare calculations, as their effect would haenbanti-dilutive.

The following table summarizes the number of comnegnivalent shares excluded from the calculatioihfted net loss per share fr
continuing and discontinued operations reportethénconsolidated statement of operations as tffeictavould have been anti-dilutive:

Three Months Ended Nine Months Ended

September 30, September 30,
2007 2006 2007 2006
Stock options 1,074,53. 1,125,99 1,061,84. 1,039,69:
Warrants 10,00( 10,00( 10,00( 10,00(
Total 1,084,53. 1,135,99 1,071,84. 1,049,69.
5. ACCOUNTS PAYABLE AND ACCRUED EXPENSES
Accounts payable and accrued expenses consisthd &fllowing:
September
30, December 31
2007 2006
Trade accounts payable and accrued expenses $ 1,938,35. $ 1,751,01.
Accrued legal and other professional fees 39,46 120,03(
Accrued payroll and related costs 90,317 148,25:
Total $ 2,068,13 $ 2,019,29
6. INCOME TAXES

We recorded minimum income tax provisions for tire¢ and nine month period ended September 30, &085,600 and zero for the
comparable period of 2006.

7. RELATED PARTY TRANSACTIONS

In March 2007, in full repayment of the $304,398rmwed to the Company by Wilbur Street CorporaffiSC”), WSC offset $304,398
back rent due from the Company in repayment ofdha.

10
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8. SUBSEQUENT EVENTS

On October 24, 2007 the Company held its Annual tMgeof Stockholders for the fiscal year 2006. tA¢ meeting, the Comparsyturrer
directors, Thomas Wegman, Paul Gitman, Henry Marddichael Schamroth, Toby Wegman and Mark Wegmarevetected to contin
serving as the Company’s directors for their reipederms and Tabriztchi & Co., CPA, P.C. was pp@inted as the Comparsyindepende
registered public accounting firm. For more infation, please see Item 4. “Submission of Matteis nte of Security Holders,” below.

Item 2: Management’s Discussion and Analysis d?lan of Operation

The following discussion should be read in conjunction with the Financial Statements and related notes thereto included elsewhere in this
Report.

Overview

We are a biopharmaceutical company that has besivied in the development of injectable collagenfasemultiple indications. We have
development and license agreement with Auxilium ifgectable collagenase (which Auxilium has namedAFLEX ™ ) for clinical
indications in Dupuytren’s disease, Peyronie’s aligeand frozen shoulderaflhesive capsulitis ), and Auxilium has an option to acqt
additional indications that we may pursue, inclgdaellulite and lipomas. A Phase Il clinical triahd been initiated and was put on clir
hold. In a press release dated September 10, 2a6#jum announced that it has restarted its PHHsginical trials for XIAFLEX ™ for the
treatment of Dupuytren’s disease.

In March 2006, we sold the collagenase topical iess to DFB to refocus our efforts on the clinicalications related to our collagen
injection business. Sales of this topical collagenaad declined significantly since the peak y&41989. Under the terms of the Asset Purc
Agreement, DFB assumed ownership and operatiomoibolly-owned subsidiary, ABGuracao, where the API is manufactured, along
certain other assets, including our FDA manufantuticense.

Prior to the sale of our collagenase topical bussne March 2006, we had been in the business ofufaaturing the API for a topic
collagenase prescription product. This topicalagg#nase product is a FDA approved biologic prodidicated for debridement of chro
dermal ulcers and severely burned areas. Unddethes of our agreement with Abbott, Abbott compabeshthe API into a topical collagen
ointment utilizing the API Enzyme manufactured sy The topical collagenase was sold primarily tlterm care centers.

Outlook

We foresee the potential to generate income framtdd sources in the next several years. Undetettms of our agreement with DFB, we
scheduled to receive certain contractual annivgnsayments and, if DFB exceeds a certain salegttange would be entitled to an earn ou
sales. Under the terms of our agreement with Aumiliwe may receive milestone payments upon théireaing certain regulatory progre
and if Auxilium elects to pursue additional indicais for injectable collagenase (“Additional Indioas”). In addition, as a result of ¢
transaction with DFB in the first quarter of 2006y costs have been significantly reduced due mainthe reduction in our workforce. Ba
on our current business model, we expect to haequate cash reserves until the third quarter o08200the longer term, a significant port
of our revenues are tied directly to the succegsuadlium in commercializing XIAFLEX™ .
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Significant Risks

We are dependent to a significant extent on théndigs, and our principal licensee, Auxilium, mayt bhe able to successfully develop prodt
obtain required regulatory approvals, manufacturedpcts at an acceptable cost, in a timely manmel &ith appropriate quality,
successfully market products or maintain desirethima for products sold, and as a result we mayanbieve sustained profitable operations.

Critical Accounting Policies, Estimates and Assumpons

The preparation of unaudited consolidated finanstalements in conformity with accounting princgptgenerally accepted in the U.S. reqt
management to make estimates and assumptionsffibietttae reported amounts of assets and liaksliied disclosure of contingent assets
liabilities at the date of the unaudited consokdatinancial statements and the reported amountsveihues and expenses during the repc
period. These estimates are based on historicatriexgge and on various other assumptions that Wievbeare reasonable under
circumstances. The information at September 307 200 for the three and nine months ended Septe®he007 and 2006 is unaudited
includes all adjustments (consisting only of normealurring adjustments) which, in the opinion ofragement, are necessary to state fairl
financial information set forth herein. The DecemB&, 2006 balance sheet amounts and disclosucagled herein have been derived f
the Companys December 31, 2006 audited consolidated finarstéements. The interim results are not necesdadigative of results to |
expected for the full fiscal year. These unauditedsolidated financial statements should be reambmjunction with the audited consolide
financial statements for the years ended DecemhePB06 and 2005 included in the Company’'s FormK$® filed with the SEC ¢
September 26, 2007 and our Quarterly Reports omA®QSB for the quarters ended March 31, 2007 and 30, 2007 filed with the SEC
September 26, 2007. While our significant accognpiolicies are described in more detail in the sisteour unaudited consolidated finan
statements, we believe the following accountinggies to be critical to the judgments and estimatssd in the preparation of our unauc
consolidated financial statements.

Revenue Recognition . We recognize revenues from product sales when thqrersuasive evidence that an arrangement etitdgpasses, tt
price is fixed and determinable, and payment isarably assured. We currently recognize revenwgestiry from the licensing and use of
technology and from services we sometimes perforoonnection with the licensed technology.

We enter into product development licenses, anldlootation agreements that may contain multiplenelgs, such as upfront license fees,
milestones related to the achievement of particstiages in product development and royalties. Aesalt, significant contract interpretatiol
sometimes required to determine the appropriateuating, including whether the deliverables spedifin a multipleelement arrangeme
should be treated as separate units of accountingefzenue recognition purposes, and if so, howathgregate contract value shoulc
allocated among the deliverable elements and wiheecbgnize revenue for each element.

We recognize revenue for delivered elements onlgnithe fair values of undelivered elements are knavhen the associated earnings prc
is complete and, to the extent the milestone amoelates to our performance obligation, when ocersee confirms that we have met
requirements under the terms of the agreementwaed payment is reasonably assured. Changes alltivation of the contract value betw:
various deliverable elements might impact the tgmifi revenue recognition, but in any event, wout change the total revenue recognize
the contract. For example, nonrefundable upfroatdpct license fees, for product candidates wheranegroviding continuing services rele
to product development, are deferred and recogréagedvenue over the development period.
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Milestones, in the form of additional license fedgpically represent nonrefundable payments to éeeived in conjunction with tl
achievement of a specific event identified in tlontcact, such as completion of specified clinicalelopment activities and/or regulat
submissions and/or approvals. We believe that astuihe represents the culmination of a distinatiegs process when it is not associated
ongoing research, development or other performanasur part. We recognize such milestones as revetnen they become due and payr
is reasonably assured. When a milestone does psent the culmination of a distinct earnings pss¢ we recognize revenue in a ma
similar to that of an upfront product license fee.

We recognize revenues from a consulting and teahmaissistance contract primarily as a result ofAlset Purchase Agreement. Consu
revenues are recognized ratably over the termeottmntract. The consulting obligations under theeA$urchase Agreement generally e
during March 2011.

Receivables and Deferred Revenue.  Under our agreement with DFB, we agreed to proeilain technical assistance and transitional ses
in consideration of fees and costs totaling oved $iillion. DFB paid to us a partial payment of $4200 in respect to the technical assist
to be provided by us. In March 2007, DFB paid usdditional $400,000 under the terms of the agreenTde consulting obligations gener:
expire during March 2011. As of September 30, 2B@7remaining accounts receivable balance dueb®as,000 for future services and \
offset by the associated deferred revenues todognézed in future periods of $575,000.

Inventory and Warranty Provisions . Our inventories are stated at the lower of costealizable market value. In assessing the ulti
realization of inventories, we are required to maldgments as to future demand requirements ancamrthat with the current invent
levels. In March 2006 we sold our topical collages business to DFB, including certain product ritmey. As of a result of this sale «
product inventory for the three and nine monthseenBeptember 30, 2007 was zero.

Stock Based Compensation . Effective January 1, 2006, we account for emplmteekbased compensation in accordance with SFAS No
“Share Based Payment (Revised 2004)" (“SFAS 123(Ryhich supersedes our previous accounting under #uarg Principles Boal
Opinion No. 25, “Accounting for Stock Issued to Hoyees” (“APB 25”),and related interpretations. We adopted SFAS 1288R)g th
modified prospective application transition methadhich requires that compensation expense be régagjin the financial statements for
awards granted after the date of adoption as wgelbaexisting awards for which the requisite segvinas not been rendered as of the de
adoption. The modified prospective transition metdoes not require restatement of prior periodefiect the impact of SFAS 123(R).

Under the provisions of SFAS 123(R), we estimate fiir value of our employee stock awards at thie @& grant using the BlacBehole
optionpricing model, which requires the use of certaibjsctive assumptions. The most significant asswnptiare our estimates of
expected volatility of the market price of our #@nd the expected term of the award. Expectediliylas based on the historical volatility
our common stock. When establishing an estimathe&xpected term of an award, we consider thengeperiod for the award, otnistorica
experience of employee stock option exercisesydioh forfeitures) and the expected volatility. Aejuired under the accounting rules,
review our valuation assumptions at each grant d@atk as a result, we are likely to change ouratadn assumptions used to value empli
stock-based awards granted in future periods.

Further, SFAS 123(R) requires that employee stuaded compensation costs be recognized over thésitegservice period, or the vest
period, in a manner similar to all other forms ofrgpensation paid to employees. The allocation gfleyee stocksased compensation cost
each operating expense line are estimated basegbemific employee headcount information at eachtgdate and estimated stock op
forfeiture rates and revised, if necessary, inritperiods if actual employee headcount informatiofiorfeitures differ materially from tho
estimates. As a result, the amount of employeekdiased compensation costs we recognize in eachtgeexpense category in futi
periods may differ significantly from what we haezorded in the current period.
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RESULTS OF OPERATIONS

As a result of selling our topical collagenase bess in March 2006, we treated this dispositiodissontinued operations and reclassifiec
financial information reported for all periods peesed. Discontinued operations are more fully dised in Note 3 to our consolidated finar
statements, included in this Report.

THREE-MONTHS ENDED SEPTEMBER 30, 2007 AND SEPTEMBER30, 2006
Revenues
Product Revenues, net

Product revenues include the sales of the API Eezggnognized at the time it is shipped to custonfen@m continuing operations, we he
small amount of revenue from the sale of collagerfas laboratory use. For the three months endsgategnber 30, 2007 and 2006 prot
revenues were $10,128 and $5,141, respectivelys iflsrease of $4,987 or 97% was primarily relatedhe amount of material requirec
perform testing by our customers.

Licensing Revenues

For each of the three months ended September 83, &@d 2006 we recognized licensing revenue of 789 Licensing revenues recogni
are related to the cash payments received undeAdl#ium Agreement in calendar years 2005 and 2884 amortized over the expec
development period.

Under current accounting guidance, nonrefundableonp license fees for product candidates whereange providing continuing servic
related to product development, are deferred acdgrézed as revenue over the development periogl r@imaining balance will be recogni
over the respective development periods or whedetermine that we have no ongoing performance atitigs.

Consulting Services

We recognize revenues from a consulting and teahmaissistance contract primarily as a result ofAlset Purchase Agreement. Consu
revenues are recognized ratably over the termettmtract. The consulting obligations under theeA$urchase Agreement generally e
during March 2011. For the three months ended &dme 30, 2007 and 2006 consulting revenues wer@®@@0n each period.

Costs and Expenses
Research and Development Activities

Research and development expenses were $142 58R18A¢194 respectively, for the three months er8igtember 30, 2007 and 2006. °
increase of $8,388 or 6% in research and developmgrenses was primarily due to higher licensingaaent fees offset by lower persor
costs.

General and Administrative Expenses

General and administrative expenses were $1,0058845769,449 for the three months ended SepteBh@007 and 2006, respectively.
increase in general and administrative expensé&282,935 or 30% was due to stock-based compensatipense, employesnsulting an
legal fees partially offset by lower administratppersonnel costs and patent fees.
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Other Income (expense), net

Other income (expense), net, was $29,253 and $83®8&he three months ended September 30, 2002@0@, respectively. The decreas
other income, net of $44,033 or 60% during thedtijuarter of 2007 as compared to the 2006 pericsl pvemarily due to lower invest
balances during the 2007 period.

Income Taxes

The expense for income taxes for the three monttisd September 30, 2007 and 2006 was zero, inpeoibds.
NINE-MONTHS ENDED SEPTEMBER 30, 2007 AND SEPTEMBERSO0, 2006

Revenues

Product Revenues, net

Product revenues include the sales of the API Eezsguognized at the time it is shipped to custonferem continuing operations, we he
small amount of revenue from the sale of collagerfas laboratory use. For the nine months endqute®eber 30, 2007 and 2006 proc
revenues were $22,060 and $18,817, respectivelg. imbrease of $3,243 or 17% was primarily relatedhe amount of material requirec
perform testing by our customers.

Licensing Revenues

For the nine months ended September 30, 2007 ad@ @@ recognized licensing revenue of $867,837aicheperiod. Licensing revent
recognized are related to the cash payments reteivder the Auxilium Agreement in calendar year83®@nd 2004 and amortized over
expected development period.

Under current accounting guidance, nonrefundableonp license fees for product candidates whereane providing continuing servic
related to product development, are deferred acdgrézed as revenue over the development periogl r@imaining balance will be recogni
over the respective development periods or whedetermine that we have no ongoing performance atitigs.

Consulting Services

We recognize revenues from a consulting and teehmissistance contract primarily as a result ofAkget Purchase Agreement. Consu
revenues are recognized ratably over the termeottmtract. The consulting obligations under theeA$urchase Agreement generally e
during March 2011. For the nine months ended Sdpter®0, 2007 and 2006 consulting revenues were,820and $163,333, respectivi
This increase of $46,667 or 29% in consulting rexssnwas primarily the result of the timing of thesa&t Purchase Agreement.

Costs and Expenses
Research and Development Activities

Research and development expenses were $601,00H1&rRY,406 respectively, for the nine months erSigptember 30, 2007 and 2006. °
decrease of $526,405 or 47% in research and dewelolp expenses was primarily due to lower licendegs, employee stodkase:
compensation expense and research and developereonpel costs which were partially offset by aréase in external development costs.
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General and Administrative Expenses

General and administrative expenses were $2,9113M8852,668,315 for the nine months ended SepteBthe2007 and 2006, respectiv:
The increase in general and administrative expeofs$243,483 or 9% was primarily due to increasegbleyeeeonsulting and legal expen:
partially offset by lower employee stock-based cengation expense and general and administratisepeel costs.

Other Income (expense), net

Other income (expense), net, was $107,396 and $234or the nine months ended September 30, 2002006, respectively. The decreas
other income, net of $47,507 or 31% during the 2pérod as compared to the 2006 period was mainly  lower invested balan
reflecting the amount of cash available for investim

Income Taxes

The expense for income taxes for the nine montlieedrSeptember 30, 2007 and 2006 was $3,600 and respectively. The income |
recorded in the 2007 period was primarily relatethe minimum income taxes required under statelatigns.

Liquidity and Capital Resources

To date, we have financed our operations primatilgough product sales, debt instruments and liognsevenues and royalties un
agreements with third parties. At September 30728@d December 31, 2006, we had cash and cashaéentiv in the aggregate of $1,882,
and $4,367,178, respectively.

Continuing Operations

Net cash used in operating activities for the mmths ended September 30, 2007 was $2,250,97dngzaced to net cash used in oper:
activities in the 2006 period of $2,256,810. I 2007 period, as compared to the 2006 periodcliamges in net cash used in oper:
activities was primarily attributable to decreasesperational expenses and the recognition ofrdederevenue from payments received in |
periods partially offset by increases in prepaigesses and accounts receivable.

Net cash provided by financing activities for theenmonths ended September 30, 2007 was $87,06@ngsared to net cash used in finan
activities for the 2006 period of $83,406. Net casbtvided by financing activities for the 2007 pekriwas primarily the result of stock opt
exercises. Net cash used in financing activitiestiie 2006 period was primarily the result of tesuiance of treasury stock to the minc
shareholders of ABC-Curacao and ABC-NY relatechtbAsset Purchase Agreement.

Discontinued Operations

Cash flow changes from discontinued operationgérearily due to the operating results of ABC-Cwa@nd certain operations of ABCY,
which have been classified as discontinued operstio

Net cash used in operating activities from discurgd operations in the 2007 period was $321,03Zoaspared to net cash provided
operating activities of $1,011,823 in the compazgi#riod of 2006.

Net cash provided by investing activities from distnued operations in the 2007 and 2006 periodszageo and $6,058,713, respectivi

Net cash used in financing activities from disconéd operations in each period of 2007 and 2006zeasin each periot
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Risk Factors

See “Risk Factors” under Item 1, “Description ofsBiess” included in our Annual Report on FormKI®B for the year ended December
2006.

ltem 3. Controls and Procedures

Evaluation of disclosure controls and procedures. Under the supervision and with the participatiboar management, including our Princi
Executive and Financial Officer, we evaluated tfieativeness of the design and operation of outld&ire controls and procedures (as de
in Rules 13a-15(e) and 18d(e) under the Securities Exchange Act of 1934 Bkchange Act) as of the end of the period covésethis
report. Based on this evaluation, our Principal ditiwe and Financial Officer concluded that ourctisure controls and procedures
effective in reaching a reasonable level of assigdhat information required to be disclosed bynuke reports that we file or submit under
Exchange Act is recorded, processed, summarizedegatted within the time period specified in thec@ities and Exchange Commission’
rules and forms.

Changes in internal controls. There were no changes in our internal controls diwemcial reporting during the nine month periaatec
September 30, 2007 that have materially affectedr@reasonably likely to materially affect, ooteirnal control over financial reporting.

Limitations on the effectiveness of controls. A control system, no matter how well conceived apérated, can provide only reasonable
absolute, assurance that the objectives of theraosystem are met. Because of inherent limitationall control systems, no evaluatior
controls can provide absolute assurance that alircbissues, if any, within an organization haweb detected. We continue to improve
refine our internal controls and our compliancehvgikisting controls is an ongoing process.

PART Il: OTHER INFORMATION

ltem 1. Legal Proceedings

None.

Item 2. Unregistered Sales of Equity Securitiesnd Use of Proceeds
None.

ltem 3. Defaults Upon Senior Securities

None.

Item 4. Submission of Matters to a Vote of Secity Holders

Our 2007 Annual Meeting of Stockholders was held®atober 24, 2007 at the office of Thelen Reid Biddaysman & Steiner LLP, New
York, New York, in accordance with the Notice of iral Meeting of Stockholders sent on or about Seper 28, 2007. The tables below
present the voting results of the matters votedupoour stockholders at the meeting:
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Proposal 1: Election of Directors

At the meeting, each of the nominees listed bel@s elected to our Board of Directors to serve eectbr until the end of his or her respective
term and received the number votes set forth #ftgr respective names below.

Nominee Number of Shares

For Against Abstain
Class | (2 year term) *
Thomas Wegman 4,594,038 74,392 19,996
Paul Gitman 4,552,453 115,977 19,996
Class Il (3 year term) *
Henry Morgan 4,554,053 114,377 19,996
Michael Schamroth 4,554,153 114,277 19,996
Class Il (1 year term) *
Toby Wegman 4,541,338 127,092 19,996
Mark Wegman 4,593,838 74,592 19,996

* The Class | directors’ term will expire at the 2088nual StockholderdVeeting for the 2008 fiscal year and consists admas Wegman ar
Paul Gitman. The Class Il directors’ term will éngpat the 2010 Annual Stockholders’ Meeting fae #009 fiscal year and consists of Henry
Morgan and Michael Schamroth. The Class Il doegtterm will expire at the 2008 Annual StockhatléMeeting for the 2007 fiscal year ¢
consists of Toby Wegman and Mark Wegman.

Proposal 2: Ratification of the selection of Tabriztchi & Co. CPA, P.C. asour independent registered public accounting firm for the
fiscal year ending December 31, 2007.

At the meeting, our stockholders ratified by théeveet forth below the selection of Tabriztchi & @A, P.C. as our independent registered
public accounting firm for the fiscal year endingd@mber 31, 2007.

Number of Shares

For Against Abstain Broker Non-Votes
4,664,202 3,046 21,176 0

The number of shares of our common stock eligibteate as of the record date of September 24, 2@375,316,101 shares.

Item 5. Other Information
None.
ltem 6. Exhibits

3.1 Articles of Incorporation of the Registrant (incorpted by reference to Exhibit 3.1 to the Regidtsafinnual Report on Form
10-KSB for the fiscal years ended December 31, 22064 and 2003).

3.2 Bylaws of the Registrant (incorporated by referetacExhibit 3.2 to the Registrant’s Annual Repartfeorm 10-KSB for the
fiscal years ended December 31, 2005, 2004 and)2003
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31.1 Certification of Principal Executive Officer andifeipal Financial Officer pursuant to Rule 13a-)4(8d-14(a).

32.1 Certification of Principal Executive Officer andiftipal Financial Officer pursuant to Section 9@6&arbanes-Oxley Act of
2002.
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causidréport to be signed on its behal

the undersigned thereunto duly authorized.

BIOSPECIFICS TECHNOLOGIES CORP.

(Registrant)

Date: November 13, 2007 /sl Thomas L. Wegman
Thomas L. Wegman
President
(Principal Executive and Financial Officer)
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Exhibit 31.1

Certification Pursuant to Section 13a-14 of the Seeities Exchange Act of 1934 of
Thomas L. Wegman
(President, Principal Executive Officer and Principal Financial Officer)

I, Thomas L. Wegman, certify that:

1. | have reviewed this Form 10-QSB for the quarterdyiod ended September 30, 2007 (the “repartBioSpecifics Technologi
Corp. (“registrant”);

2. Based on my knowledge, the report does not comtaynuntrue statement of a material fact or omgtéie a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtf@ periods presented in this report;

4. The small business issugrbther certifying officers and | are responsitde éstablishing and maintaining disclosure contaoig
procedures (as defined in Exchange Act Rules 18a}ldnd 15dt5(e)) and internal control over financial repogtifes defined i
Exchange Act Rules 13a-15(f) and 15d-15(f)) forghwll business issuer and have:

@) Designed such disclosure controls and proceduressused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiotatieg to the registrant, including its consolidhateubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

(b) Evaluated the effectiveness of the registiadisclosure controls and procedures and presémtiais report our conclusio
about the effectiveness of the disclosure contiald procedures, as of the end of the period coveyetiis report based
such evaluation;

(c) Disclosed in this report any change in the regmtgainternal control over financial reporting thatcooed during th
registrant’'s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabrg that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant’s internal control over fina¢eporting; and

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant’s internal control over fina¢eporting; and

5. The small business issugrdther certifying officers and | have disclosedsdd on our most recent evaluation of internalrobowvel
financial reporting, to the registrant’s auditorslao the audit committee of the registranboard of directors (or persons perforn
the equivalent functions):

(a) All significant deficiencies and ma#gniveaknesses in the design or operation of intermatrols over financial reportii
which are reasonably likely to adversely affect tbgistrants ability to record, process, summarize and refiraihcial informatior
and

(b) Any fraud, whether or not material, tthavolves management or other employees who hasgerificant role in th

registrant’s internal controls over financial retiry.

Date: November 13, 2007

/sl Thomas L. Wegman

Thomas L. Wegman

President

(Principal Executive Officer and Principal Finard@#ficer)







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

This Certification accompanies the Form 10-QSBtler quarterly period ended September 30, 2007 a$@écifics Technologies Corp.

The undersigned, Thomas L. Wegman, the Presideintipal Executive Officer and Principal Financ@fficer of BioSpecifics Technologi
Corp. (the “Company”), DOES HEREBY CERTIFY that:

1. The Company’s Form 10-QSB for the quarterly peeoded September 30, 2007 (the “Repoftilly complies with the requiremet
of Section 13(a) of the Securities Exchange Act284; and

2. Information contained in the Report fairly preseritsall material respects, the financial conditiand results of operation of 1
Company.

IN WITNESS WHEREOF, each of the undersigned haseel this statement this 13th day of Novembery7200

/sl Thomas L. Wegman

Thomas L. Wegman

President

(Principal Executive Officer and Principal Finariczficer)

A signed original of this written statement reqditey Section 906 has been provided to BioSpecifexshnologies Corp. and will be retainec
BioSpecifics Technologies Corp. and furnished ®$ecurities and Exchange Commission or its staghuequest.



