THIRD QUARTER REPORT

SEPTEMBER 30, 2009

eral/XSE’

Healing at the Speed of Light”



THERALASE® TECHNOLOGIES INC.

Consolidated Balance Sheets
As at September 30, 2009 and December 31, 2008

Stated in Canadian Dollars

2009 2008
Assets
Current assets
Cash and cash equivalents $ 17,387 $ 49,134
Accounts receivable 393,849 487,064
Inventory 218,817 274,835
Prepaid expenses and other assets 24,020 46,989
Total current assets 654,073 858,022
Property and equipment 97,672 117,978
Intangibles (note 3) 252,824 344,460
Goodwill 1,861,078 1,861,078
$ 2,865,647 $ 3,181,538
Liabilities
Current liabilities
Bank Loan (note 4) $ 45,000 $ -
Accounts payable and accrued liabilities 549,352 674,044
Lease obligation, current 1,118 2,456
Deferred revenue, current 23,258 23,096
Total current liabilities 618,728 699,596
Lease obligation 18,631 21,915
Deferred revenue 67,675 36,775
Leasehold inducement 39,370 36,500
Total liabilities 744,404 794,786
Shareholders' Equity
Share capital 7,089,139 7,089,139
Share purchase warrants - -
Contributed surplus 2,919,820 2,853,559
Deficit (7,887,716) (7,555,946)
2,121,243 2,386,752
$ 2,865,647 $ 3,181,538
Going Concern (note 1) -
Commitments (note 10)
Approved on Behalf of the Board
"signed" Roger Dumoulin-White Director
"signed" John A. Murphy Director

The accompanying notes are an integral part of these interim consolidated financial statements.



THERALASE® TECHNOLOGIES INC.

Consolidated Statements of Operations, Comprehensive Loss and Deficit
For the nine and three-month period ended September 30
Stated in Canadian Dollars

Three Months Ended September 30 Nine Months Ended September 30
2009 2008 2009 2008
Revenue
Sales $ 501,263 $ 459,789 $ 1,591,645 $ 1,388,811
Cost of Sales 180,204 132,033 550,433 454,852
Gross Margin 321,059 327,756 1,041,212 933,959
Operating Expenses
Selling 107,962 160,040 341,438 458,019
Administrative 167,606 321,838 702,670 1,002,004
Research and development 88,590 40,523 196,142 150,149
Amortization of property and equipment 9,171 6,586 26,042 19,079
Amortization of intangibles 36,905 36,905 110,717 110,717
(Gain) loss on foreign exchange (1,302) 1,573 (5,501) 391
408,932 567,465 1,371,508 1,740,359
Loss before the following (87,873) (239,709) (330,296) (806,400)
Interest expense 912 1,732 4,863 5,005
Interest income (1,621) (690) (3,389) (8,125)
Loss and comprehensive loss for the period (87,164) (240,751) (331,770) (803,280)
Deficit, beginning of period (7,800,552) (7,006,800) (7,555,946)  (6,444,271)
Deficit, end of period $ (7,887,716) (7,247,551) $ (7,887,716) $ (7,247,551)
Basic and diluted loss and comprehensive
loss per common share (note 6) (0.00) (0.01) (0.01) (0.02)
Weighted average number of common
shares outstanding (note 6) 34,936,725 34,936,725 34,936,725 34,936,725

Going Concern (note 1)

The accompanying notes are an integral part of these interim consolidated financial statements



THERALASE® TECHNOLOGIES INC.

Consolidated Statements of Cash Flows
For the nine and three-month period ended September 30

Stated in Canadian Dollars

Three Months Ended September 30

Nine Months Ended September 30

2009 2008 2009 2008
Cash flows from operating activities
Net loss for the period $ (87,164) $ (240,751) $ (331,770) $ (803,280)
Items not involving cash
Amortization of property and equipment 9,171 6,586 26,042 19,079
Amortization of intangibles 36,905 36,905 110,717 110,717
Stock-based compensation 5,665 39,352 66,261 129,783
Foreign exchange (gain) loss (1,302) 1,573 (5,501) 391
Lease inducements (2,626) 134 2,870 4,638
(39,351) (156,201) (131,381) (538,672)
Change in operating assets and liabilities other than cash
Accounts receivable 122,074 30,077 98,714 (24,778)
Inventory (14,647) (65,915) 56,018 (44,162)
Prepaid expenses and other assets 4,130 9,271 22,969 22,123
Accounts payable and accrued liabilities (26,336) 54,087 (124,692) 159,124
Deferred Revenue 17,200 - 31,062 -
63,070 (128,681) (47,310) (426,365)
Cash flows from investing activities
Purchase of property and equipment (1,836) (6,874) (5,735) (18,352)
Investment in development costs - (10,858) - (29,643)
Investment in patents and trademarks (17,747) (6,885) (19,080) (12,445)
(19,583) (24,617) (24,815) (60,440)
Cash flows from financing activities
(Repayment) of bank loan (70,000) (29,000) 45,000 36,000
(Repayment) of lease obligation (1,074) - (4,622) -
Capital stock issuance - - - -
(71,074) (29,000) 40,378 36,000
(DeF:rease) |nc.rease in cash and cash equivalents (27.587) (182,298) (31.747) (450,805)
during the period
Cash and cash equivalents, beginning of period 44,974 239,462 49,134 507,969
Cash and cash equivalents, end of period $ 17,387 $ 57,164 $ 17,387 $ 57,164
Cash and cash equivalents
Cash $ 17387 $ (12,809) $ 17387 $ (12,809)
Cash equivalents - 69,973 - 69,973
$ 17387 $ 57,164 $ 17,387 $ 57,164




THERALASE® TECHNOLOGIES INC.

Statement of Shareholders' Equity
As at September 30, 2009
Stated in Canadian Dollars

Number of  Share Capital Contributed = Common Deficit Total
Shares Surplus Share Shareholders'
Purchase Equity
Warrants
# $ $ $ $ $
Balance, December 31, 2007 34,936,725 7,089,139 2,623,792 103,495 (6,444,271) 3,372,155
Stock-based compensation expense - - 126,272 - - 126,272
Issued pursuant to private placement, - - 103,495 (103,495) - -
Loss for the year - - - - (1,111,675) (1,111,675)
Balance, December 31, 2008 34,936,725 7,089,139 2,853,559 - (7,555,946) 2,386,752
Stock-based compensation expense - - 66,261 - 66,261
Expired share purchase warrants - - - -
Loss for the period - - - (331,770) (331,770)
Balance, September 30, 2009 34,936,725 7,089,139 2,919,820 - (7,887,716) 2,121,243






