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PARTI FINANCIAL INFORMATION

Item 1.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

BALANCE SHEETS
September 30, 2008
(Unaudited)
ASSETS

CURRENT ASSETS
Cash and cash equivalents $ 135,339
Deferred charges
Prepaid expenses 12,169
Note receivable
Interest receivable

147,508
AVAILABLE FOR SALE SECURITIES
Related party 38,119
Other 2,495

40,614

PROPERTY AND EQUIPMENT - NET 65,270
OTHER ASSETS
Intangible assets 190,844
TOTAL ASSETS $ 444,236
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable $ 31,085
Accounts payable - related party 10,531
Accrued expenses 98,205

139,821
CONTINGENCY
TOTAL LIABILITIES 139,821

December 31, 2007
(Audited)

479,451
12,395
7,294
100,000
1,244
600,384

26,779
2,411
29,190

67,276

174,421

871,271

103,426

114,665
218,091

218,091
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STOCKHOLDERS' EQUITY

Preferred stock, $0.001 par value, 1,000,000
authorized

No shares issued or outstanding
Common stock $0.001 par value, 100,000,000

authorized

35,270,076 and 33,690,075 issued and outstanding at

September 30, 2008 and December 31, 2007 35,270
Additional paid-in-capital 13,764,801
Deferred charges (138,331)
Unrealized loss on Available for Sale Securities 47,017)
Accumulated deficit (15,827)
Receivable for issuance of common stock (12,500 )
Deficit accumulated during development stage (13,281,982 )
TOTAL STOCKHOLDERS' EQUITY 304,414
TOTAL LIABILITIES AND STOCKHOLDERS' $ 444,236
EQUITY

See accompanying notes to these financial statements.

2

33,690

10,449,763
(154,667 )
(58,610)
(15,827)

(9,601,169 )

653,180

871,271
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

STATEMENTS OF OPERATIONS FOR THE THREE AND NINE MONTHS ENDING

SEPTEMBER 30, 2008 AND 2007 AND FOR THE PERIOD

JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO SEPTEMBER 30, 2008

Cumulative
Since
Inception

NET SALES

COST AND
EXPENSE

Research and
development

General and
administrative

LOSS FROM
OPERATIONS

OTHER
INCOME
(EXPENSE)

Interest income
Dividend income

Realized gain
(loss) on
investment

Realized gain on
disposal of assets

Interest expense

6,410,123

6,933,534
13,343,657

(13,343,657 )

29,393

1,527

63,079

637
(32,961 )

1,032,393

163,581
1,195,974

(1,195,974 )

2,702

(829)

(UNAUDITED)

For the For the
Three Three
Months Months
Ending Ending
September September
30, 2008 30, 2007

371,075

330,421
701,496

(701,496 )

2,990

(1,271)

For the Nine
Months
Ending

September
30,2008

2,847,366
842,351

3,689,717

(3,689,717 )

11,368

(108 )

(2,356 )

For the Nine
Months
Ending

September
30,2007

1,651,266
987,097

2,638,363

(2,638,363 )

4,573

(4,619)

8
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NET LOSS $ (13,281,982) $ (1,194,101) $ (699,777) $ (3,680,813) $ (2,638,409)

Basic and Diluted

Loss per Share $ 0.03) $ 0.02) $ 0.11) $ (0.09)
Basic and Diluted

Weighted

Average Number

of Shares 35,017,902 31,622,535 34,505,623 30,538,858

See accompanying notes to these financial statements.
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

SEPTEMBER 30, 2008 AND 2007 AND FOR THE PERIOD

JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO SEPTEMBER 30, 2008

NET LOSS

OTHER
COMPREHENSIVE
INCOME (LOSS)

Unrealized gain
(loss) on Available
for Sale Securities

COMPREHENSIVE
LOSS

Cumulative
Since
Inception

$ (13,281,982)

47,017)

$ (13,328,999)

(UNAUDITED)

For the For the
Three Three
Months Months
Ending Ending
September September
30, 2008 30, 2007
$ (1,194,101) $ (699,777 )

3,641 (7,333)
$ (1,190,460) $ (707,110)

For the
Nine
Months
Ending
September
30,2008

$ (3,680,813 )

11,593

$ (3,669,220 )

See accompanying notes to these financial statements.

4

For the
Nine
Months
Ending
September
30,2007

$ (2,638,409)

(23,761)

$ (2,662,170)

10
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LIGHTWAVE LOGIC, INC.
(A Development Stage Company)
STATEMENT OF STOCKHOLDERS EQUITY
FOR THE PERIOD JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO

SEPTEMBER 30, 2008

(UNAUDITED)
Unrealized
Common Paid-in Subscription Deferred Loss on Accumulated
Stock Capital Receivable Charges Securities Deficit

1 $ $ $ $ $ (15,827)
706 (706 )

707 (706 ) (15,827)
13,293 (13,293 )

1,600 254,400

Defici
Accumul

Durin

Developr
Stage

11



,000,000

637,500

187,500

,425,000

,000,000

,118,750

210,000

200,000

2,000

638

187

18,425

4,000

3,119

210

200

Edgar Filing: Lightwave Logic, Inc. - Form 10-Q

(2,000 )

74,362

29,813

342,576

996,000

495,881

585,290

583,800
37,000

(6,500)

(15,827)

12
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24,200
15,900
435,060
(584,000 )
265,455
300,000 300 74,700
(1,72
253,750 26,254 3,590,407 (6,500 ) (318,545) (15,827 ) (2,44

13
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See accompanying notes to these financial statements.
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LIGHTWAVE LOGIC, INC.
(A Development Stage Company)
STATEMENT OF STOCKHOLDERS EQUITY
FOR THE PERIOD JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO

SEPTEMBER 30, 2008

(UNAUDITED)
Deficit
Accumulated
Unrealized During
Number Common Paid-in Subscription  Deferred Losson Accumulated
Development
of Shares Stock Capital Receivable Charges Securities Deficit Stage
26,253,750 26,254 3,590,407 (6,500) (318,545) (15,827) (2,443911)

850,000 850 424,150
300,000 300 269,700
400,000 400 619,600

15
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36,225

29,340

66,500

465,996

428,888

35,624

6,500

318,545

16
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(26,000 )

$ 5,966,430 $ $ $ (26,000 )

See accompanying notes to these financial statements.
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$ (15,827)

(2,933,809 )

$ (5,377,720 )

17
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LIGHTWAVE LOGIC, INC.
(A Development Stage Company)
STATEMENT OF STOCKHOLDERS EQUITY
FOR THE PERIOD JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO

SEPTEMBER 30, 2008

(UNAUDITED)
Deficit
Accumulated
Common Unrealized During
Number Common Paid-in Stock  Deferred Losson Accumulated
Development
of Shares Stock Capital Receivable Charges Securities Deficit Stage ]
27,888,750 27,889 $ 5,966,430 $ $ $ (26,000) $ (15,827) $ (5,377,720) $
2,482,000 2,482 1,238,518 1.
1,767,540 1,768 1,058,756 1.
(400,000 ) (400) (199,600 ) (

151,785 152 106,098

18
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579,000

34,900

101,850

134,850

287,600
36,370
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52,180

293,476

140,490

52,946

61,449

52,292
1,159

20
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17,589

43,757

41,653

348,000

(928,000 )

773,333

(32,610)

21
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10,449,763 (154,667 ) (58,610)

See accompanying notes to these financial statements.
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(15,827)

(4,223,449 )

(9,601,169 )
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LIGHTWAVE LOGIC, INC.
(A Development Stage Company)
STATEMENT OF STOCKHOLDERS EQUITY
FOR THE PERIOD JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO

SEPTEMBER 30, 2008

(UNAUDITED)
Deficit
Accumulated
Common Unrealized During
Number Common Paid-in Stock Deferred Losson  Accumulated
Development
of Shares Stock Capital Receivable Charges Securities Deficit Stage
33,690,075 33,690 10,449,763 (154,667 ) (58,610) (15,827) (9,601,169 )

690,001 690 413,310
100,000 100 74,900
200,000 200 359,800
320,000 320 79,680

23
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270,000 270 134,730

27,014

10,885

121,713

48,738

31,444

10,224
236,604

24
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25,752

89,631

342,420

332,000

976,193

(332,000 )

348,336

(12,500)

11,593

25
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(3,680,813 )

) 35,270,076 $ 35,270 $ 13,764,801 $ (12,500) $ (138,331) $ (47,017) $ (15,827) $ (13,281,982)

See accompanying notes to these financial statements.
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(A Development Stage Company)
STATEMENTS OF CASH FLOW FOR THE NINE MONTHS ENDING

SEPTEMBER 30, 2008 AND 2007 AND

FOR THE PERIOD JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO

CASH FLOWS FROM OPERATING

ACTIVITIES
Net loss

Adjustment to reconcile net loss to net cash
used in operating activities

Amortization of deferred charges
Warrants issued for services
Stock options issued for services

Common stock issued for services

Depreciation

Realized (gain) loss on investments
Realized gain on disposal of assets

(Increase) decrease in assets

Receivables
Prepaid expenses

Increase (decrease) in liabilities

Accounts payable

Accounts payable - related party

Accrued expenses

SEPTEMBER 30, 2008

(UNAUDITED)

Cumulative
Since

Inception

$ (13,281,982 )

4,254,125
2,060,173
1,559,794
965,292
57,351
(63,079)
(637)

(30,461 )
(12,169 )

119,000
10,531
32,690

For the Nine
Months Ending

September 30,
2008

$ (3,680,813 )

360,731
1,226,211
694,407
435,000
12,213
108

1,244
4,875)

(72,341)
10,531
(16,460 )

For the Nine
Months Ending

September 30,
2007

$ (2,638,409 )

1,246,346
417,037
61,346
5,292
12,461

(101,285)
4,784

47,859

(65,339)
(5,113)

27
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Net cash used in operating activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Cost of intangibles

Proceeds from sale of available for sale
securities

Proceeds from sale of note receivable
Purchase of available for sale securities

Purchase of equipment

Net cash provided by (used in) investing
activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Issuance of common stock, private placement
Common stock rescinded, private placement

Issuance of common stock, exercise of
warrants

Repayment of notes payable

Proceeds from subscription receivable
Advances to stockholders

Proceeds from convertible notes

Advances from officers

Net cash provided by financing activities

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS -
BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS - END
OF PERIOD

: Lightwave Logic, Inc. - Form 10-Q

$

(4,329,372) (1,034,044 )
(190,844 ) (16,423 )
175,449 62
100,000 100,000

(200,000 )
(85,371) (10,207 )
(200,766 ) 73,432
4,140,524 414,000
(200,000 )
202,500 202,500
(14,970)
6,500
(4,933 )
529,000
1,498
4,660,119 616,500
129,981 (344,112)
5,358 479,451
135339 $ 135,339

See accompanying notes to these financial statements.

9

(1,015,021)

(108,647 )

(42,536)

(151,183)

1,241,000

(3,695)

1,237,305

71,101

528

71,629

28
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LIGHTWAVE LOGIC, INC.

(A Development Stage Company)

STATEMENTS OF CASH FLOW FOR THE NINE MONTHS ENDING

SEPTEMBER 30, 2008 AND 2007 AND

FOR THE PERIOD JANUARY 1, 2004 (INCEPTION OF DEVELOPMENT STAGE) TO

SEPTEMBER 30, 2008

(UNAUDITED)
For the Nine
Cumulative
Months Ending
Since
September 30,
Inception 2008

SUPPLEMENTAL DISCLOSURES OF
CASH FLOW INFORMATION
CASH PAID DURING THE PERIOD FOR:
Interest $ 20,352 $ 2,356
SUPPLEMENTAL DISCLOSURE OF
NON-CASH INVESTING AND FINANCING
ACTIVITIES
Common stock issued in exchange for deferred
charges $ 3,142,400 $
Warrants issued in exchange for deferred
charges $ 1,581,056 $ 332,000
Common stock issued as settlement for
accounts payable $ 29,708 $
Increase/(Decrease) in fair value of investment
securities $ 70,203 $ 11,593

For the Nine
Months Ending
September 30,
2007
$ 1,271
$ 686,250
$ 288,428
$ 29,708
$ (23,761)

30
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Accrued interest contributed as capital

Common stock issued in the conversion of
notes payable

Acquisition of automobile through loan
payable

Common stock issued upon exercise of a
warrant in exchange for receivable

Insurance company pay off of note payable

Receivable for issuance of common stock

See accompanying notes to these financial statements.

$

10

35,624

529,000

24,643

75,000

9,673

12,500

$

12,500

31
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LIGHTWAVE LOGIC, INC.

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 1- FINANCIAL STATEMENTS

The accompanying unaudited financial statements have been prepared by Lightwave Logic, Inc. (the Company).
These statements include all adjustments (consisting only of its normal recurring adjustments) which management
believes necessary for a fair presentation of the statements and have been prepared on a consistent basis using the
accounting polices described in the Summary of Accounting Policies included in the 2007 Annual Report. Certain
financial information and footnote disclosures normally indicated in financial statements prepared in accordance with
accounting principles generally accepted in the United States have been condensed or omitted pursuant to those rules
and regulations, although the Company firmly believes that the accompanying disclosures are adequate to make the
information presented not misleading. The financial statements should be read in conjunction with the financial
statements and notes thereto included in the Company s Annual Report on Form 10-KSB for the year ended December
31, 2007, as filed with the Securities and Exchange Commission. The interim operating results for the three and nine
months ending September 30, 2008 may not be indicative of operating results expected for the full year.

Loss per Share

The company follows SFAS 128, Earnings per Share , resulting in the presentation of basic and diluted loss per share.
The basic loss per share calculations includes the change in capital structure for all periods presented. Because the
Company reported a net loss for each of the three and nine months ending September 30, 2008 and 2007, common
stock equivalents consisting of options and warrants were anti-dilutive; therefore, the basic and diluted net loss per
share for each of these periods was the same.

Recently Issued Accounting Pronouncements

During September 2006, the Financial Accounting Standards Board ( FASB ) issued SFAS No. 157, Fair Value
Measurements ( SFAS 157 ), which is effective for fiscal years beginning after November 15, 2007 with earlier
adoption encouraged. SFAS 157 defines fair value, establishes a framework for measuring fair value in generally
accepted accounting principles, and expands disclosures about fair value measurements. In February 2008, the FASB
issued FASB Staff Position FAS 157-2, Effective Date of FASB Statement No. 157, which delayed the effective date
of SFAS 157 for all non-financial assets and liabilities, except those that are recognized or disclosed at fair value in
the financial statements on a recurring basis, until January 1, 2009. The Company adopted SFAS 157 on January 1,
2008 for all financial assets and liabilities, but the implementation did not require additional disclosures or have a
significant impact on the Company's financial statements. The Company has not yet determined the impact the
implementation of SFAS 157 will have on the Company s non-financial assets and liabilities which are not recognized
or disclosed on a recurring basis. However, the Company does not anticipate that the full adoption of SFAS 157 will

32
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significantly impact their consolidated financial statements.
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LIGHTWAVE LOGIC, INC.

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 1- FINANCIAL STATEMENTS (CONTINUED)

Recently Issued Accounting Pronouncements (Continued)

During February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial
Liabilities including an amendment of FASB Statement No. 115 ( SFAS 159 ), which permits entities to choose to
measure many financial instruments and certain other items at fair value. The objective of SFAS 159 is to improve
financial reporting by providing entities with the opportunity to mitigate volatility in reported earnings caused by
measuring related assets and liabilities differently without having to apply complex hedge accounting provisions. The
Company has adopted SFAS 159 on January 1, 2008 and has elected not to measure any additional financial assets,
liabilities or other items at fair value.

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations ( SFAS 141R ).
SFAS 141R establishes principles and requirements for how an acquirer recognizes and measures in its financial
statements the identifiable assets acquired, the liabilities assumed, any noncontrolling interest in the acquiree and the
goodwill acquired. SFAS 141R also establishes disclosure requirements to enable the evaluation of the nature and
financial effects of the business combination. This statement is effective for the Company beginning January 1, 2009
and will change the accounting for business combinations on a prospective basis.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements an
amendment of Accounting Research Bulletin No. 51 ( SFAS 160 ). SFAS 160 establishes accounting and reporting
standards for ownership interests in subsidiaries held by parties other than the parent, the amount of consolidated net
income attributable to the parent and to the noncontrolling interest, changes in a parent s ownership interest, and the
valuation of retained noncontrolling equity investments when a subsidiary is deconsolidated. SFAS 160 also
establishes disclosure requirements that clearly identify and distinguish between the interests of the parent and the
interests of the noncontrolling owners. This statement is effective for the Company beginning January 1, 2009. This
statement is not currently applicable since it has no majority-owned subsidiaries.

In March 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities

( SFAS 161 ), which is effective January 1, 2009. SFAS 161 requires enhanced disclosures about derivative instruments
and hedging activities to allow for a better understanding of their effects on an entity s financial position, financial
performance, and cash flows. Among other things, SFAS 161 requires disclosures of the fair values of derivative
instruments and associated gains and losses in a tabular formant. SFAS 161 is not currently applicable to the
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Company since the Company does not have derivative investments of hedging activity.

In May 2008, the FASB issued Statement of Financial Accounting Standards No. 162, The Hierarchy of Generally
Accepted Accounting Principles ( FAS 162"). This Standard identifies the sources of accounting principles and the
framework for selecting the principles to be used in the preparation of financial statements of nongovernmental
entities that are presented in conformity with generally accepted accounting principles. FAS 162 directs the hierarchy
to the entity, rather than the independent auditors, as the entity is responsible for selecting accounting principles for
financial statements that are presented in conformity with generally accepted accounting principles. The Standard is
effective 60 days following SEC approval of the Public Company Accounting Oversight Board amendments to
remove the hierarchy of generally accepted accounting principles from the auditing standards. FAS 162 is not
expected to have an impact on the financial statements.

12

35



Edgar Filing: Lightwave Logic, Inc. - Form 10-Q
LIGHTWAVE LOGIC, INC.

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 1- FINANCIAL STATEMENTS (CONTINUED)

Recently Issued Accounting Pronouncements (Continued)

In April 2008, the FASB issued FASB Staff Position (FSP) FAS 142-3, Determination of the Useful Life of Intangible
Assets, which amends the factors that should be considered in developing renewal or extension assumptions used to
determine the useful life of a recognized intangible asset under FASB Statement No. 142, Goodwill and Other
Intangible Assets. This Staff Position is effective for financial statements issued for fiscal years beginning after
December 15, 2008, and interim periods within those fiscal years. Early adoption is prohibited. Application of this
FSP is not expected to have a significant impact on the financial statements.

In June 2008, the FASB issued FSP EITF 03-6-1, Determining Whether Instruments Granted in Share-Based Payment
Transactions are Participating Securities. This FSP provides that unvested share-based payment awards that contain
nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and
shall be included in the computation of earnings per share pursuant to the two-class method. The Company does not
currently have any share-based awards that would qualify as participating securities. Therefore, application of this
FSP is not expected to have an effect on the Company's financial reporting.

In May 2008, the FASB issued FASB Staff Position (FSP) APB 14-1, Accounting for Convertible Debt That May Be
Settled in Cash upon Conversion (Including Partial Cash Settlement) ("FSP 14-1"). FSP 14-1 will be effective for
financial statements issued for fiscal years beginning after December 15, 2008. The FSP includes guidance that
convertible debt instruments that may be settled in cash upon conversion should be separated between the liability and
equity components, with each component being accounted for in a manner that will reflect the entity's nonconvertible
debt borrowing rate when interest costs are recognized in subsequent periods. This FSP is not currently applicable to
the Company.

In October 2008, the FASB issued FAS Staff Position (FSP) 157-3, "Determining the Fair Value of a Financial Asset
When the Market for That Asset Is Not Active." This is effective upon issuance, including prior periods for which
financial statements have not been issued. This FSP applies to financial assets within the scope of accounting
pronouncements that require or permit fair value measurements in accordance with Statement 157. This FSP clarifies
the application of Statement 157 in a market that is not active and provides an example to illustrate key considerations
in determining the fair value of a financial asset when the market for that financial asset is not active. FSP 157 3 did
not have an impact on the company s financial statements.
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Reclassifications

Certain reclassifications have been made to the September 30, 2007 financial statements to conform to the September
30, 2008 presentation.

NOTE 2 RESTATEMENT

The accompanying September 30, 2007 financial statements have been restated to reflect the adjusted valuation of
warrants issued for management services. Originally the warrant was valued at $288,428 and amortized over the life
of the contract, which is one year. The adjusted valuation of the warrant was $348,000. The effect of this restatement
was a net increase in the net loss of $14,892 and $34,749 for the three and nine months ended September 30, 2007, for
the additional amortization expense associated with the adjusted valuation.
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LIGHTWAVE LOGIC, INC.

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 3 GOING CONCERN

The accompanying financial statements have been prepared assuming the Company will continue as a going concern.
The Company has incurred significant losses and experienced negative cash flow during the development stage.
These conditions raise substantial doubt about the Company s ability to continue as a going concern. The financial
statements do not include any adjustments that might result from the outcome of this uncertainty.

The Company is in the development stage at September 30, 2008. Currently, the Company has funds to maintain its
operations through November 2008. The Company s development is proceeding on schedule and management hopes to
demonstrate a prototype by the end of the first quarter of 2009. Management is in the process of developing a business
plan that it believes will be attractive enough to investors to raise the necessary capital. However, there can be no
assurances that the Company will be able to secure the necessary financing and/or equity investment or achieve an
adequate sales level. Successful completion of the Company s prototype could lead to adequate financing to fulfill its
development activities and achieve a level of revenue adequate to support the Company s cost structure for the
following three years.

NOTE 4 DEFERRED CHARGES

Deferred charges represent the unamortized fair value of the issuance of common stock and warrants for future
services to non-employees which was accounted for in accordance with Emerging Issue Task Force No. 96-18,
Accounting for Equity Instruments That Are Issued To Other Than Employees for Acquiring, or in Conjunction with
Selling, Goods or Services, as follows:

September 30, 2008 December 31, 2007
Common stock $ 2,811,400 $ 2,811,400
Warrants 1,581,056 1,249,056
4,392,456 4,060,456
Less: Accumulated Amortization 4,254,125 3,893,394
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138,331

138,331

167,062

154,667

12,395
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NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 5 - NOTE RECEIVABLE

Note Receivable consists of the following:

September 30, December 31,

2008 2007

Note Receivable - Theater Xtreme Entertainment Group, Inc., $ $ 100,000
bears interest at 14% per year, matured one year from the date of issue

(August 15, 2008) and may be prepaid at any time without penalty.

Pursuant to the term of the Note, the Company received warrants to

purchase 50,000 shares of common stock at an exercise price of $1.00

per share. The value of the warrant is $2,300 at September 30, 2008
and

$2,300 at December 31, 2007. using the Black-Scholes pricing formula.
This value is included in the investments.

This note was assigned in August 2008 for consideration of

$100,000 (the face value of the promissory note) paid to the Company
by the assignees. The Company assigned, transferred and conveyed

to the assignees all of its rights, title and interest in and to the
promissory

note.

Total $ $ 100,000

NOTE 6 - AVAILABLE FOR SALE SECURITIES

As described in Note 1, the Company partially adopted SFAS No. 157 on January 1, 2008. SFAS No. 157, among
other things, defines fair value, establishes a consistent framework for measuring fair value and expands disclosure for
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each major asset and liability category measured at fair value on either a recurring or nonrecurring basis. SFAS No.
157 clarifies that fair value is an exit price, representing the amount that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants. As such, fair value is a market-based
measurement that should be determined based on assumptions that market participants would use in pricing an asset or
liability. As a basis for considering such assumptions, SFAS No. 157 establishes a three-tier fair value hierarchy,
which prioritizes the inputs used in measuring fair value as follows:

Level 1

Observe inputs such as quoted prices in active markets;

Level 2

Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and

Level 3

Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its own
assumptions.
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LIGHTWAVE LOGIC, INC.

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 6 AVAILABLE FOR SALE SECURITIES (CONTINUED)

Assets measured at fair value on a recurring basis are as follows:

Available for sale securities
Related Party $
Other

Total available for sale
securities $

Beginning Balance, January 1, 2008

Fair Value
September 30,
2008

38,119
2,495

40,614

Total gains or losses (realized/unrealized)

Included in earnings

Included in other comprehensive income

Quoted Prices in
Active Markets
for
Identical Assets
(Level 1)

$ 38,119

195

38,314

Siginificant
Other
Observable
Inputs
(Level 2)

(Level 3)

Significant
Unobservable
Inputs
(Level 3)

2,300

$ 2,300

Fair Value Measurement Using

Significant Unobservable Inputs

2,300
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Purchases, issuance and settlements

Ending Balance, September 30, 2008 $ 2,300
The amount of total gains or losses for the period
included in earnings attributable to the change
in unrealized gains or losses relating to assets
still held at the reporting date. $
NOTE 7 - EQUIPMENT
Equipment consists of the following:
September 30, 2008 December 31, 2007
Office equipment $ 7,727 $ 23,752
Lab equipment 82,105 75,165
89,832 98,917

Less: Accumulated depreciation 24,562 31,641

$ 65,270 $ 67,276

Depreciation expense for the nine months ending September 30, 2008 and 2007 was $12,213 and $12,461.
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NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 8 INTANGIBLE ASSETS

This represents legal fees and patent fees associated with the registration of patents. The Company has not recorded
any amortization expenses since the patents have yet to be declared effective. Once issued, the cost of the patents will
be amortized over their legal lives, which is generally 20 years.

NOTE 9 INCOME TAXES

There is no income tax benefit for the losses for the nine months ended September 30, 2008 and 2007 since
management has determined that the realization of the net deferred tax asset is not assured and has created a valuation
allowance for the entire amount of such benefits.

The Company s policy is to record interest and penalties associated with unrecognized tax benefits as additional
income taxes in the statement of operations. As of January 1, 2008, the Company had no unrecognized tax benefits,
or any tax related interest of penalties. There were no changes in the Company s unrecognized tax benefits during the
period ended September 30, 2008. The Company did not recognize any interest or penalties during 2008 related to
unrecognized tax benefits. Tax years from 2005 through 2007 remain subject to examination by major tax
jurisdictions.

NOTE 10 STOCKHOLDERS EQUITY

Preferred Stock

Pursuant to our Company s Articles of Incorporation, our board of directors is empowered, without stockholder
approval, to issue series of preferred stock with any designations, rights and preferences as they may from time to time
determine. The rights and preferences of this preferred stock may be superior to the rights and preferences of our
common stock; consequently, preferred stock, if issued could have dividend, liquidation, conversion, voting or other
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rights that could adversely affect the voting power or other rights of the common stock. Additionally, preferred stock,
if issued, could be utilized, under special circumstances, as a method of discouraging, delaying or preventing a change
in control of our business or a takeover from a third party.

Common Stock and Warrants

The stockholders deficit at January 1, 2004 has been retroactively restated for the equivalent number of shares
received in the reverse acquisition at July 14, 2004 after giving effect to the difference in par value with the offset to
additional paid-in-capital.

In July 2004, the Company issued 1,600,000 shares of its common stock for professional services valued at $256,000,
fair value.

In August 2004, the Company issued 637,500 shares of its common stock for professional services valued at $75,000,
fair value.

In December 2004, the Company converted a note payable of $30,000 into 187,500 shares of common stock at a
conversion price of $0.16 per share.

In April 2005, the Company issued 4,000,000 shares of its common stock in a private placement for proceeds of
$1,000,000.

On May 4, 2005, the Company converted the notes payable of $499,000 into 3,118,750 shares of common stock at a
conversion price of $0.16 per share. An unpaid note payable in the amount of $6,500 has been reflected as a
subscription receivable.
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NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 10 STOCKHOLDERS EQUITY (CONTINUED)

Common Stock and Warrants (Continued)

During August 2005, the Company issued 210,000 shares of common stock for professional services rendered valued
at $585,500, fair value. Consulting expense of $375,500 was recognized during 2005, and at December 31, 2005, the
remaining balance of $210,000 is reflected as a deferred charge on the balance sheet. During 2006, consulting
expense of $210,000 was recognized. This agreement ended in May 2006.

In August 2005, in conjunction with a management services contract, the Company issued 200,000 shares of common
stock valued at $584,000. Management expense of $265,455 was recognized during 2005, and at December 31, 2005,
the remaining balance of $318,545 is reflected as a deferred charge in a contra-equity account. During 2006,
management expense of $318,545 was recognized. This agreement ended in June 2006.

During May 2005, the Company issued Stock Purchase Warrants to purchase 100,000 shares of common stock at an
exercise price of $2.10 in exchange for consulting services. The warrants are exercisable until May 2008 and vest as
follows: 50,000 shares during the first year of the agreement, 25,000 shares during the second year of the agreement,
and 25,000 shares during the third year. In accordance with the fair value method, the Company used the
Black-Scholes model to calculate the grant-date fair value, with the following assumptions: no dividend yield,
expected volatility of 60%, risk-free interest rate of 3.8% and expected life of option of three years. The fair market
value of the warrants was $113,250. In accordance with the fair value method as described in accounting
requirements of SFAS No. 123, the Company recognized consulting expense of $37,000 in 2005. This warrant was
cancelled during 2006.

During September 2005, the Company issued Stock Purchase Warrants to purchase 100,000 shares of common stock
at an exercise price of $2.00 in exchange for consulting services. The warrants expire in September 2008 and vest as
follows: 50,000 shares during the first year of the agreement, 25,000 shares during the second year of the agreement,
and 25,000 shares during the third year of the agreement. In accordance with the fair value method, the Company used
the Black-Scholes model to calculate the grant-date fair value, with the following assumptions: no dividend yield,
expected volatility of 60%, risk-free interest rate of 3.8% and expected life of option of three years. The fair market
value of the warrants was $145,100. The Company recognized consulting expense of $36,370, $66,500 and $24,200
for the years ended December 31, 2007, 2006 and 2005 in conjunction with this agreement. For the nine months
ending September 30, 2008, the Company recognized $27,014 in consulting expense.
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On October 15, 2005, the Company issued Stock Purchase Warrants to purchase 30,000 shares of common stock at an
exercise price of $1.40 in exchange for consulting services. The warrants expire in October 2006 and are exercisable
immediately. In accordance with the fair value method, the Company used the Black-Scholes model to calculate the
grant-date fair value, with the following assumptions: no dividend yield, expected volatility of 60%, risk-free interest
rate of 4.15% and expected life of option of one year. The fair market value of the warrants was $15,900. In
accordance with the fair value method as described in accounting requirements of SFAS No. 123, the Company
recognized consulting expense of $15,900 during 2005. These warrants expired in October 2006.
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NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 10 STOCKHOLDERS EQUITY (CONTINUED)

Common Stock and Warrants (Continued)

In December 2005, in conjunction with a consulting contract, the Company issued Stock Purchase Warrants to
purchase 300,000 shares of common stock at an exercise price of $0.25 per share valued at $435,060, fair value. The
warrants expire in December 2007 and were exercisable immediately. In accordance with the fair value method, the
Company used the Black-Scholes model to calculate the grant-date fair value, with the following assumptions: no
dividend yield, expected volatility of 60%, risk-free interest rate of 4.41% and expected life of option of two years. In
accordance with the fair value method as described in accounting requirements of SFAS No. 123, the Company
recognized consulting expense of $199,435, and at December 31, 2005, the remaining balance in deferred charges
amounted to $235,625. The 300,000 warrants were fully exercised on December 31, 2005 for $75,000. The
Company recognized $18,128 and $217,497 in consulting expense in conjunction with this agreement for the years
ended December 31, 2007 and 2006, which was cancelled during 2007.

During 2006, the Company issued 850,000 shares of common stock and warrants to purchase 425,000 shares of
common stock for proceeds of $425,000 in accordance to a private placement memorandum amended December 18,
2006. Pursuant to the terms of the amended offering, up to 20 units were offered at the offering price of $50,000 per
unit, with each unit comprise of 100,000 shares and a warrant to purchase 50,000 shares of common stock at $0.50 per
share. As of September 30, 2008, the remaining warrants to purchase 200,000 shares of common stock were fully
exercised.

During February 2006, the Company issued 300,000 shares of common stock for professional services rendered
valued at $270,000, fair value. The Company recognized consulting expense of $16,875 and $118,125 and legal
expense of $16,875 and $118,125 during 2007 and 2006. The contracts expired during 2007.

During May 2006, the Company issued 400,000 shares of common stock for professional services rendered valued at
$620,000, fair value. The Company recognized consulting expense of $258,333 and $361,667 during 2007 and 2006,
and at December 31, 2006. The contracts expired during 2007.
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During June 2006, the Company issued 25,000 shares of common stock for professional services rendered valued at
$36,250, fair value. The Company recognized legal expense of $16,615 and $19,635 during 2007 and 2006, and at
December 31, 2006. The contracts expired during 2007.

During November 2006, the Company issued 60,000 shares of common stock for professional services valued at
$29,400, fair value. The Company recognized investor relations expense of $25,480 and $3,920 during 2007 and
2006. The contract expired during 2007.

In June 2006, in conjunction with an addendum to an existing consulting contract effective December 2005, the
Company issued Stock Purchase Warrants to purchase 300,000 shares of common stock at an exercise price of $0.25
per share. The warrants expire in June 2008 and were exercisable immediately. In accordance with the fair value
method, the Company used the Black-Scholes model to calculate the grant-date fair value, with the following
assumptions: no dividend yield, expected volatility of 186%, risk-free interest rate of 4.41% and expected life of
option of two years. The fair market value of the warrants was $465,996. During 2007 and 2006, the Company
recognized consulting expense of $330,948 and $135,048 in conjunction with this agreement. The contract was
cancelled during 2007. The 300,000 warrants were fully exercised on March 12, 2008 for $75,000.
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NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 10 STOCKHOLDERS EQUITY (CONTINUED)

Common Stock and Warrants (Continued)

During 2006, the Company cancelled a warrant issued during May 2005 to purchase 100,000 shares of the Company s
common stock at an exercise price of $2.10, and issued an option to purchase 500,000 shares of the Company s
common stock at an exercise price of $1 per share and the same option s expiration and vesting terms were modified
during November 2006. The incremental cost of the modified option was $394,030 and will be expensed over the
vesting terms. The Company recognized $17,589 and $406,215 as a consulting expense in 2007 and 2006, which
includes $337,290 of the incremental cost of the modified option.

During February 2006, the Company awarded an employee with an option to purchase 200,000 shares of common
stock at an exercise price of $1.00 per share under the 2005 Employee Stock Option Plan. These options were valued
at $217,628 using the Black-Scholes Option Pricing Formula. The employee compensation expense recognized
during 2007 and 2006 is $43,757 and $22,673. In June 2007, the employee was terminated and the vesting ceased.
After September 2007, the vested options expired.

During 2006, the Company recognized contributed capital of $35,624 related to the conversion of accrued interest
payable.

During 2006, the Company deemed an outstanding subscription receivable of $6,500 to be uncollectible.

During 2007, the Company issued 2,482,000 shares of common stock and warrants to purchase 1,241,000 shares of
common stock for proceeds of $1,241,000 in accordance to a private placement memorandum amended December 18,
2006. Pursuant to the terms of the amended offering, up to 20 units were offered at the offering price of $50,000 per
unit, with each unit comprised of 100,000 shares and a warrant to purchase 50,000 shares of common stock at $0.50
per share. As of September 30, 2008, 270,000 warrants were exercised at $0.50 per share for a total of $135,000 and
warrants to purchase 971,000 shares of common stock are still outstanding. A common stock receivable of $12,500
was recorded at September 30, 2008.
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During 2007, the Company issued 1,767,540 shares of common stock and warrants to purchase 883,770 shares of
common stock for proceeds of $1,060,524 in accordance to a private placement memorandum issued on October 3,
2007. Pursuant to the terms of the offerings, up to 20 units were offered at the purchase price of $60,000 per unit,
with each unit comprised of 100,000 shares and a warrant to purchase 50,000 shares of common stock at $1.00 per
share. As of September 30, 2008, the warrants to purchase 883,770 shares of common stock are still outstanding.

During 2007, a shareholder that was issued 400,000 shares of the Company s common stock and a warrant to purchase
200,000 shares of common stock at $0.50 per share rescinded his shares and warrant.

During February 2007, the Company issued 151,785 shares of common stock for investor relations services valued at
$106,250, fair value, which was recorded as a deferred charge and amortized over one year, the term of the services
contract. During 2007, the Company recognized $97,396 in investor relations expense. For the nine months ending
September 30, 2008, the Company recognized $8,854 in investor relations expense. This contract expired in February
2008.
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NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2008 AND 2007

NOTE 10 STOCKHOLDERS EQUITY (CONTINUED)

Common Stock and Warrants (Continued)

During February 2007, the Company terminated its then CEO. The option to purchase 56,000 shares of common
stock that was recorded as deferred charges of $42,730 were not vested and were forfeited. The option to purchase
444,000 shares of common stock that were vested expired during 2007.

During March 2007, the Company issued 1,000,000 shares of common stock for management consulting services
valued at $580,000, fair value. During April 2007, the Company issued 500,000 warrants as an addendum to the
original contract for management consulting services valued at $348,000, fair value. This contract was recorded as a
contra-equity deferred charges account and is amortized over one year, the term of the contract. Management
consulting expense of $773,333 was recognized during 2007. For the nine months ending September 30, 2008,
$154,667 was recognized as management consulting expense. This contract expired in February 2008.

During April 2007, the Company issued 100,000 shares of common stock for legal services valued at $35,000, fair
value, to settle $29,708 of accounts payable and as payment for $5,292 of legal services incurred in April 2007.

During October 2007, the Company issued 150,000 shares of common stock for investor relations services valued at
$102,000, fair value. During 2007 the Company recognized $102,000 in investor relation expense.

During October 2007, the Company issued 150,000 shares of common stock for investor relation services pursuant to
a contract entered into by the Chief Executive Officer on behalf of the Company. The value of these shares is
$135,000, fair value. During 2007, the Company recognized $135,000 in investor relations expense.

During November 2007, the Company issued 400,000 shares of common stock under the 2007 Stock Option Plan to
the acting Chief Executive Officer for services rendered valued at $288,000, fair value. The Company recognized
$288,000 in consulting expense during 2007.
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During March 2007, the Company issued a warrant to purchase 100,000 shares of common stock for consulting
services at an exercise price of $0.25 per share. The warrant was valued at $63,065 using the Black-Scholes Option
Pricing Formula and expensed over the life of the contract associated with the consulting services, which is one year.
The consulting expense recognized during 2007 is $52,180. For the nine months ending September 30, 2008 the
Company recognized $10,885 of consulting expense. The warrant is still out