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HYDRON TECHNOLOGIES, INC.
CONSOLIDATED BALANCE SHEET
JUNE 30, 2007

(UNAUDITED)
ASSETS
Current Assets
Cash and cash equivalents ....... ittt ennnnenns $
Trade accounts receivable, net ...... .ttt iteeennennn
IS 0 VY o B B =

Prepaid expenses and other current assets .................

Total current asset s ...ttt ittt ettt et eeee e

Property and equipment, nNet ... ...ttt

Deferred product costs, Net ...ttt ittt tteeeeennenn
Intangible assets, Net ...ttt ittt e et eeee e eeaenn
Restricted cash ...ttt i i i ettt e

Deposits

TOtAl AS S S vttt ittt ettt e e e eaeeeeeeeeeeeenneeeeeeeeenns S

4,999
86,153
252,784
12,404

356,340

119,522

116,592
168,937
76,641
29, 652

867,684
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LIABILITIES AND SHAREHOLDERS' DEFICIT
Current liabilities

AccoUnts pPayvable ..ttt e e e ettt e $ 193,526
Loans payable, Net ...ttt ittt ettt e e ettt 192,029
Royalties payable ...ttt it ettt e e ettt e 16,803
Deferred FeVENUES it ittt teeteeeeeeeneeoeeeeeeneeeeeenes 101,165
Accrued liabilities ..ttt it et e e e e e e 296,055
Current portion of obligation under capital leases ........ 19,156

Total current liabilities ...t ittt ittt eeeeneenenn 818, 734

Long term liabilities
Obligation under capital lease payable .................... 18,797

Minority interest in consolidated partnership ............. 212,620
Commitments and contingencies
Shareholders' deficit

Preferred stock - $.01 par value 5,000,000 shares
authorized; no shares issued or outstanding ............. -

Common stock - $.01 par value
30,000,000 shares authorized; 16,824,961
shares, issued and outstanding .............iiiiiiieee... 168,249
Additional paid-in capital . ... ..t e e e e 21,790,506
Accumulated defdcCoit vttt e e e e e e e e e e e e e e e e (22,133,4006)
Treasury stock, at cost 10,000 shares .......c.ciiiiieeennnn. (7,816)
Total Shareholders' deficit ... ..ttt eneennnn (182,467)
Total liabilities and shareholders' deficit ............. S 867,684

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.

HYDRON TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

THREE MONTHS ENDED JUNE 30,

2007 2006
Net Sales ittt et et et e e $ 336,134 $ 346,863
COST Of SAlES i it ittt ittt it ettt et ettt e e 151,980 91,094
Gross Profit ...ttt e e e e e e 184,154 255,769
Expenses
ROyalty EXPensSe ...ttt ittt ettt ieeeennenns - 1,543
Research and development ..........ciieeunnnn.. - 5,957
Selling, general & administration ............ 367,518 344,285
Depreciation & amortization .................. 23,741 25,410
TOLAl EXPENSES t i vttt it teeeeeeeeeaneeeeenns 391,259 377,195

SIX MONTHS E
2007

$ 653,267
286,261

367,006

3,871
680,350
47,200
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(121, 426)

(364,415)

Operating loOSS v ii it ittt ittt et e et (207,105)
Interest (expense), net of interest income
of $611 and $620 ...ttt e e (16,104)
Loss before income taxes and minority interest (223,209)
Income Laxes EXPENSE ittt ittt ittt tnenenenenens -
Minority interest in net loss of subsidiary .... 4,541
1 L= S X0 = = S (218, 668)
Basic and diluted loss per share
Net loss per common share ..........ccceiee... S (0.01)
Weighted average shares
outstanding (basic and diluted) .............. 16,318,597

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.

HYDRON TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
SIX MONTHS ENDED
JUNE 30,
2007 2006
OPERATING ACTIVITIES
NEl 10SS v ittt ittt ettt eeeeeeeseeeeanaeeeeseeennnns $(381,586) $(323,539)
Adjustments to reconcile net loss to
net cash used in operating activities
Minority dinterest ...... ittt e e (9,093) (14,188)
Depreciation and amortization .................. 47,200 50,820
Compensation expense from stock option awards 13,949 12,420
Warrents issued from loans payable ............. 64,443 -
Stock issued in settlement ............c0iiiiion.. 10,000 -
Deferred financing costs .......c.ciiiiiiennnnn. (55,931) 7,134
Stock issued for interest expense .............. 29,909 34,776
Change in operating assets and liabilities
Restricted cash ...ttt ie i ieeannn 13,514 14,084
Trade accounts receivable ......iii e (38,477) 84,854
INVEeNLOTriesS it ittt it ettt et e et ettt 16,469 29,088
Prepaid expenses and other current assets ...... (8,105) 26,470
I T = e (400) (5,574)
Accounts payvable . ... .. e e e e e e (195,701) (25,808)
Royalties payable ...ttt ittt e (11,305) (2,500)
Deferred revVeNUES v vttt ittt et et eeeeeeenens (28,867) 53,803
Accrued Interest vttt it e e e e e e e (14,898) 3,024
Accrued liabilities ...ttt 19,922 10,977
Net cash used in operating activities ............ (528, 957) (44,159)

INVESTING ACTIVITIES
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Purchase of fixed assets .... ittt eennnn (2,150) -
Net cash used in investing activities ............ (2,150) -
FINANCING ACTIVITIES
Stock offering, proceeds .......iiiiiiiiiiaaaann 380,000 -
Loan payable, pProceeds . ....iiiiiieeeeeennnneennn 100,000 -
Payments on capital leases .....uiiiiiitnnnnnnnnn (12,622) (10,912)
Proceeds from exercise of stock options .......... 61,788 44,535
Net cash provided by financing activities ........ 529,166 33,623
Net (decrease) in cash and cash equivalents ..... (1,941) (10,536)
Cash and cash equivalents at beginning of period ..... 6,940 36,281
Cash and cash equivalents at end of period ........... $ 4,999 $ 25,745

SUPPLEMENTAL CASH FLOW INFORMATION
Warrants issued in connection with private offering $ 380,000 -
Warrants issued in connection with loans payables .. 64,443 -

SEE ACCOMPANYING NOTES TO CONSOLIDATED FINANCIAL STATEMENTS.

HYDRON TECHNOLOGIES, INC
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
JUNE 30, 2007 AND 2006

NOTE A — NATURE OF OPERATIONS
Organization of Business

Hydron (R) Technologies, Inc. (the "Company") manufactures and sells
consumer and professional products, primarily in the personal care/cosmetics
field. The Company holds the exclusive license from Valera Pharmaceuticals
(VLRX) recently purchased by Indevus Pharmaceuticals Inc. (IDEV), the assignee
of GP Strategies Corporation (formerly National Patent Development Corporation)
("GPS") to a Hydron(R) polymer-based drug delivery system for topically applied,
nonprescription pharmaceutical products, which the Company uses to develop
proprietary products or to license to third parties. The Company owns U.S. and
international patents on a method to suspend the Hydron polymer in a stable
emulsion for use in personal care/cosmetic products.

The Company also owns a patent entitled "Compositions and Methods for
Delivery of Skin Cosmeceuticals." This patent covers the Company's unique
self-adjusting pH emulsion system.

The Company also owns U.S. and international patents on a method to
infuse oxygen into the skin and tissue topically without using the blood stream.
The oxygenation technology was submitted to the Food & Drug Administration to
obtain the necessary approvals for medical applications; however, at this time,
the necessary steps for final approval has not been determined and this project
is currently on hold.

Basis of Presentation and Going Concern

The unaudited consolidated financial statements included in this report
have been prepared by the Company pursuant to the rules and regulations of the
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Securities and Exchange Commission for interim reporting and include all
adjustments (consisting only of normal recurring adjustments) that are, in the
opinion of management, necessary for a fair presentation. These financial
statements have not been audited.

Certain information and footnote disclosures normally included in
financial statements prepared in accordance with generally accepted accounting
principles have been omitted pursuant to such rules and regulations for interim
reporting. The Company believes that the disclosures contained herein are
adequate to make the information presented not misleading. However, these
financial statements should be read in conjunction with the financial statements
and notes thereto included in the Company's Annual Report for the year ended
December 31, 2006, which is included in the Company's Form 10-KSB for the year
ended December 31, 2006. The financial data for the interim periods presented
may not necessarily reflect the results to be anticipated for the complete year.

The accompanying consolidated financial statements were prepared
assuming that the Company will continue as a going concern. This basis of
accounting contemplates the recovery of the Company's assets and the
satisfaction of its liabilities in the normal course of operations.

The Company's independent accountants issued a "going concern" opinion
on the Company's December 31, 2006 financial statements, since the Company has
incurred significant losses over the past five years and generates a negative
cash flow on a monthly basis.

On July 1, 2005, the Company acquired Clinical Results, Inc. (CRI), a
St. Petersburg, Florida-based company. CRI was a privately held product
development laboratory and contract manufacturer of cosmeceutical and other
personal care products. CRI's clients ranged from mass market retailers to
marketers of high end brands, and certain health food store brands.

Management believes that Hydron Technologies will benefit from lower
manufacturing costs, and be better positioned to build its catalog and internet
business, as well as expand the sale of its skin care treatments beyond its
historical direct response TV and catalog operations, by utilizing CRI's broker
network. The Company's ultimate ability to attain profitable operations is
dependent upon obtaining additional financing or achieving a level of sales
adequate to support its cost structure.

Accordingly, there are no assurances that the Company will be
successful in achieving the above objectives, or that such objectives, if
realized, will enable the Company to obtain profitable operations or continue as
a going concern.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires Management to make estimates and
assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.
Principles of Consolidation

The consolidated financial statements include the accounts of Hydron

Technologies, Inc. and its wholly-owned subsidiary CRI purchased as of July 1,
2005, and its majority owned limited liability limited partnership, Hydron
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Royalty Partners, LLLP. All significant inter-company transactions have been
eliminated.

Cash and Cash Equivalents

The Company considers all highly liquid investments with an original
maturity of three months or less to be cash equivalents. The credit risk
associated with cash equivalents is considered low due to the credit quality of
the issuers of the financial instruments.

The cash and cash equivalent balances at June 30, 2007 are covered by
the Federal Deposit Insurance Commission.

Restricted cash

At June 30, 2007, the Company had restricted cash of $76,641, all of
which were covered by the Federal Deposit Insurance Commission, which represents
funds from a consolidated entity, that are not available for use in the
Company's normal operations.

Concentration of Credit Risk

Trade accounts receivable are due primarily from contract manufacturing
customers and are usually paid to the Company within 30 days after receipt of
goods. The Company performs ongoing evaluations of its significant customers and
does not require collateral, although in some cases it requires deposits or
advances.

Inventories

Inventories are valued at the lower of cost or market, on a first-in,
first-out (FIFO) basis and include finished goods, components and raw materials.

Long-Lived Assets

The Company reviews long-lived assets and certain identifiable
intangibles held and used for possible impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be
recoverable. In evaluating the fair value and future benefits of its intangible
assets, management performs an analysis of the anticipated undiscounted future
net cash flows of the individual assets (or asset groups) over the remaining
depreciation/amortization period. The Company recognizes an impairment loss if
the carrying value of the asset exceeds the expected future cash flows. During
the period ended June 30, 2007, management determined there was no impairment of
long-lived assets.

Property and Equipment

Property and equipment, consisting primarily of furniture and
equipment, is carried at cost. Depreciation is computed using the straight-line
method over the estimated useful lives of the assets, ranging from four to six
years.

Deferred Product Costs

Deferred product costs consist primarily of costs incurred for the
purchase and development of patents and product rights. The deferred product
costs are being amortized over their estimated useful lives of five to seventeen
years using the straight-line method.
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Common Stock, Common Stock Options

Prior to January 1, 2006, the Company accounted for employee
stock-based compensation using the intrinsic value method supplemented by pro
forma disclosures in accordance with APB 25 and SFAS 123 "Accounting for
Stock-Based Compensation" ("SFAS 123"), as amended by SFAS No.148 "Accounting
for Stock-Based Compensation--Transition and Disclosures." Under the intrinsic
value method, the recorded stock-based compensation expense was related to the
amortization of the intrinsic value of stock options issued and other
equity-based awards issued by the Company. Options granted with exercise prices
equal to the grant date fair value of the Company's stock have no intrinsic
value and therefore no expense was recorded for these options under APB 25.
Other equity-based awards for which stock-based compensation expense was
recorded were generally grants of restricted stock awards which were measured at
fair value on the date of grant based on the number of shares granted and the
quoted price of the Company's common stock. Such value was recognized as an
expense over the corresponding service period.

Effective January 1, 2006 the Company adopted SFAS 123R using the
modified prospective approach and accordingly prior periods have not been
restated to reflect the impact of SFAS 123R. Under SFAS 123R, stock-based awards
granted prior to its adoption will be expensed over the remaining portion of
their vesting period. These awards will be expensed under the accelerated
amortization method using the same fair value measurements which were used in
calculating pro forma stock-based compensation expense under SFAS 123. For
stock-based awards granted on or after January 1, 2006, the Company will
amortize stock-based compensation expense on a straight-line basis over the
requisite service period, which is generally a four year vesting period. SFAS
123R requires that the deferred stock-based compensation on the consolidated
balance sheet on the date of adoption be netted against additional paid-in
capital.

For the six month period ended June 30, 2007, the Company recorded
stock-based compensation expense of $13,949. For the six month period ended June
30, 2006, the Company recognized $12,420 of stock-based compensation expense
under the intrinsic value method.

Earnings (loss) Per Share

The financial statements are presented in accordance with Statement of
Financial Accounting Standards No. 128 ("SFAS 128"), "Earnings Per Share". Basic
earnings per share is computed using the weighted average number of common
shares outstanding during the period. Diluted earnings per share reflect the
potential dilution from the exercise or conversion of securities into common
stock.

Revenue Recognition

The Company recognizes revenue when:
Persuasive evidence of an arrangement exists,
Shipment has occurred,

Price is fixed or determinable, and
Collectability is reasonably assured.

O O O O

Subject to these criterion, the Company recognizes revenue at the time
of shipment of the relevant merchandise. The Company offers its individual
consumer customers a thirty-day warranty and estimates an allowance for sales
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returns based on historical experience with product returns. For the Company's
formulation and contract manufacturing business, revenue is recognized when the
work is complete, the client approves the formula by written correspondence, and
the product is shipped.

Shipping and Handling Fees

The Company follows the provisions of Emerging Issues Task Force Issue
No. 00-10, "Accounting for Shipping and Handling Fees and Costs." Any amounts
billed to third-party customers for shipping and handling is included as a
component of revenue. Shipping and handling costs incurred are included as a
component of cost of sales.

Cost of Sales

Prior to the acquisition of CRI, products were manufactured through
third parties under contract and cost of sales included the cost of ingredients,
packaging material, assembly and processing costs. Currently, with manufacturing
capability, most products are manufactured in house. Inbound freight, internal
transfers, and component handling costs are charged to cost of sales. Costs
associated with shipping product to customers is included in cost of sales. The
cost of warehousing finished product that is available for sale is included in
selling, general and administrative expenses.

Research and Development Costs

Research and development expenditures, consist of costs incurred in
performing research and development activities, and are expensed as incurred.
For the six month periods ended June 30, 2007 and 2006, expenses charged to
Research and Development were $3,871 and $6,967, respectively.
Advertising

Advertising costs are expensed as incurred and are included in
"Selling, general and administrative expenses." Advertising expenses amounted to
approximately $2,364 and $53,017 for the six month periods ended June 30, 2007
and 2006, respectively.
NOTE C - INVENTORIES

Inventories consisted of the following at June 30, 2007:

Finished GOOdS .t i ittt ittt ettt ee et eeeeeeenn $ 37,800
Raw materials and components .............o... 513,132

550, 932
Less : inventory valuation allowance ......... (298,148)
INVEeNtoOriesS, NeL ittt it ittt ee et eeeeeennn $ 252,784

NOTE D - ACCOUNTS RECEIVABLE
Accounts receivable consisted of the following at June 30, 2007:

Accounts Receivable .......iiiiiiiinnnnnennnn $ 116,153
Less : Allowance for Doubtful accounts ....... (30,000)

Accounts Receivable, Net ........iiiiiennenn. $ 86,153
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NOTE E - SHARE BASED COMPENSATION

The Company recognized $13,949 in share based compensation expense for
the six month period ended June 30, 2007. Options to purchase 300,000 shares
were granted to employees during the six months ended June 30, 2007. The Company
recognized $12,584 in share based compensation expense for the three month
period ended June 30, 2007. Options to purchase 290,000 shares were granted to
employees during the three months ended June 30, 2007.

10

For the stock-based awards granted on or after January 1, 2006, the
Company is amortizing stock-based compensation expense on a straight-line basis
over the requisite service period, which is generally a one year vesting period.
The fair value for these options was estimated at the date of the grant using a
Black-Scholes option pricing model with the following weighted-average
assumptions for the period ended June 30, 2007:

Risk—-free interest rate ....... 5.3%
Expected life ............ .. ... 5 years
Expected volatility ........... 301%
Expected dividend yield ....... 0%

The Black-Scholes option valuation model was developed for use in
estimating the fair value of traded options, which have no vesting restrictions
and are fully transferable. In addition, option valuation models require the
input of highly subjective assumptions including the expected stock price
volatility. As the Company's stock options have characteristics significantly
different than those of traded options, and because changes in the subjective
input assumptions can materially affect the fair value estimate, in Management's
opinion, the existing models do not necessarily provide a reliable single
measure of the fair value of its stock options.

NOTE F - LOANS PAYABLE

On June 14, 2005, the Company borrowed an aggregate of One Hundred
Fifty Thousand Dollars ($150,000) (collectively, the "Loans") from three
individual lenders (collectively, the "Lenders"), including individuals who are
(i) the Chairman of the Board and Interim President, and (ii) a second director
of the Company.

In connection with the Loans, the Company issued to each of the Lenders
a promissory note in the principal amount of Fifty Thousand Dollars ($50,000)
(individually, a "Note" and collectively, the "Notes") providing for (a)
quarterly payments of interest at ten percent (10%) per annum and (b) repayment
of principal in a balloon payment on the second anniversary of the date of the
Notes. Under the terms of the Notes, the Company may elect to pay quarterly
interest to the holders of the Notes in shares of common stock, $.01 par value,
of the Company (the "Common Stock"), in an amount calculated by dividing the
amount of interest due and payable by ten cents ($.10). The Notes also provide
that, in the event of a default by the Company under the Notes, the holders may
elect to receive payment of principal and accrued and unpaid interest in shares
of Common Stock, in an amount calculated by dividing the amount of principal and
accrued and unpaid interest payable by the "Average Market Price" for a share of
Common Stock. Under the terms of the Notes, "Average Market Price" means the
average closing sale price for a share of Common Stock measured over the last
ten trading days of the month preceding the interest payment date or, if no
trading in the Common Stock has occurred during such period, the average closing
sale price on the last date on which a share of Common Stock was sold in

10
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over—-the-counter trading in the Common Stock. In the event that no shares of
Common Stock have traded in the over-the-counter market for a period of six
months or more, the Average Market Price shall be the fair market price for a
share of Common Stock as determined in good faith by the Board of Directors of
the Company. In October 2005, the Company elected to pay the accrued interest
due on the Notes of $11,040 in stock of the Company and issued 44,000 shares at
$.25 to the Note holders. In January 2006, the Company elected to pay the
accrued interest due on the Notes of $13,230 in stock of the Company and issued
37,800 shares at $.35 to the Note holders. In March 2006, the Company elected to

11

pay the accrued interest due on the notes of $21,546 in stock of the Company and
issued 37,800 shares at $.57 to the Note holders. In July 2006, the Company
elected to pay the accrued interest due on the notes of $16,254 in stock of the
Company and issued 37,800 shares at $.43 to the Note holders. In January 2007,
the Company elected to pay the accrued interest due on the notes of $15,120 in
stock of the Company and issued 37,800 shares at $.17 to the Note holders, and
37,800 shares at $.23 to the Note holders. In May 2007, the Company elected to
pay the accrued interest due on the notes and issued 37,800 shares at $.17 to
the Note holders. In June 2007, the Company elected to pay the accrued interest
due on the notes and issued 31,260 shares at $.22 to the Note holders.

In addition, in connection with the Loans, each Lender received a
Common Stock Purchase Warrant (collectively, the "Warrants") entitling the
holder to purchase One Hundred Thousand (100,000) shares of Common Stock at an
exercise price of ten cents ($.10) per share for a five-year period. The
warrants were valued using the Black Scholes model at $24,000, which is being
amortized as interest expense over the life of the notes.

The Notes and the Warrants each provide that in the event that the
Company shall grant "piggy back" registration rights to any other party to cause
the Company's Common Stock or any security exercisable or exchangeable for, or
convertible into, shares of Common Stock to be included in a registration
statement filed by the Company for sale by any selling shareholder or by the
Company, the Company will grant the holders of the Notes and Warrants similar
registration rights.

On May 20, 2007, the Company agreed to extend and amend certain of the
terms of the loans (collectively, the "Loan Extension") made to the Company on
June 14, 2005 (collectively, the "Original Loans") by Mr. Saul, Richard Banakus,
the Chairman and a director of the Company, and Regis Synan (individually, a
"Lender" and collectively, the "Lenders") in the amounts of $50,000, $50,000 and
$50,000, respectively. Under the terms of the Loan Extension, the Lenders agreed
to extend the maturity date of the Original Loans from June 14, 2007 to June 14,
2008. In consideration for the Loan Extension, the Company agreed to grant each
Lender a common stock warrant (the "Loan Extension Warrants") exercisable for
Seventy Five Thousand (75,000) shares of the Common Stock for a five-year period
at an exercise price of $0.20 per share of Common Stock. The warrants were
valued using the Black Scholes model at $43,400, which is being amortized as
interest expense over the life of the notes.

In addition, the Lenders agreed to continue to allow the Company to pay
quarterly interest in cash or in shares of Common Stock. In the case of interest
paid in shares of Common Stock, the Company agreed to modify the valuation for
such shares to $0.20 per share of Common Stock. The Board of Directors of the
Company approved the Loan Extension and the Loan Extension Warrants unanimously
with Messrs. Saul and Banakus abstaining from the vote, and agreed to reserve
sufficient shares of Common Stock in the event of the exercise of the Loan
Extension Warrant. In June 2007, the Company elected to pay the accrued interest
due on the notes and issued 2,970 shares at $.22 to the Note holders.

11
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On May 22, 2007, Ronald J. Saul, a director of Hydron Technologies,

Inc., lent the Company One Hundred Thousand Dollars ($100,000) (the "Loan"). The
term of the Loan is six months and bears interest at the rate of ten percent
(10%) . Interest on the Loan is payable monthly and may be paid in cash, or at

the option of the Company, in shares of common stock of the Company ("Common
Stock"), valued for this purpose at the average of the high and low sale prices
for a share of Common Stock averaged over the last ten days on which the Common

12

Stock traded. In addition, in consideration of the Loan, the Company has granted
Mr. Saul a common stock warrant (the "Loan Warrant") exercisable for One Hundred
Thousand (100,000 shares of Common Stock for a five-year period at an exercise
price of $0.2115 per share of Common Stock. The warrants were valued using the
Black Scholes model at $21,040, which is being amortized as interest expense
over the life of the notes. In June 2007, the Company elected to pay the accrued
interest due on the note of $833 in stock of the Company and issued 3,771 shares
at $.221 to the Note holder. At June 30, 2007, the Company had accrued $222 of
interest on the note due to the Note holder.

The Board of Directors of the Company approved the Loan and the Loan
Warrant unanimously with Mr. Saul abstaining from the vote, and agreed to
reserve sufficient shares of Common Stock in the event of the exercise of the
Loan Warrant. The purpose of the Loan was to provide the Company with additional
cash to remain current on its operating expenses, help reestablish credit terms
with the Company's vendors, reduce outstanding payables and purchase additional
raw materials on more advantageous terms.

Loans Payable consisted of the following at June 30, 2007:

2007
Loans Payable . ...ttt ttn ettt $ 250,000
Accrued interest ..... ... i e e 222
Less: Deferred financing costs ............... (58,193)
$ 192,029

NOTE G - ACCRUED LIABILITIES

Accrued liabilities represent expenses that apply to the reported
period and have not been billed by the provider or paid by the Company.

Accrued liabilities consisted of the following at June 30, 2007:

Dividends payable . ......etiiiitinnneneeeeennn $ 83,163
Director fees payable ...... ..., 119,070
Professional fees ..... .ttt 32,578
OLher i e e e e e e 61,244

$ 296,055

NOTE H - EQUITY

On February 1, 2007, the Company, commenced an offering ("Offering") of
up to 3,300,000 units ("Units") comprised of one (1) share ("Share") of its
Common Stock and one (1) warrant ("Warrant") for the purchase of one (1) share
of Common Stock having a total gross purchase price of $330,000. On February 1,
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2007 the Company closed on the sale of 2,100,000 Units resulting in gross
proceeds to the Company of $210,000. On February 5, 2007, the Company closed on
the sale of an additional 1,100,000 Units resulting in gross proceeds to the
Company of $110,000. On February 8, 2007 the Company closed on the sale of an
additional 100,000 Units resulting in gross proceeds to the Company of $10,000.
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On March 21, 2007 the Company closed on the sale of an additional
500,000 Units resulting in gross proceeds to the Company of $50,000.

On July 18, 2007, Hydron Technologies, Inc., sold 250,000 units
("Units") comprised of one (1) share ("Share") of its Common Stock and one (1)
warrant ("Warrant") for the purchase of one (1) share of Common Stock, for each
Unit sold for a total gross purchase price of $35,000 to Ronald J. Saul, a
director of the Company, and his spouse jointly, pursuant to a Subscription
Agreement dated July 18, 2007 (the "Subscription Agreement").

Under the terms of the Offering, the Company has agreed that in the
event that the Company shall grant "piggy back" registration rights to any other
party to cause the Company's Common Stock or any security exercisable or
exchangeable for, or convertible into, shares of Common Stock to be included in
a registration statement filed by the Company for sale by any selling
shareholder or by the Company, the Company will grant the holders of the Shares
and Warrants similar registration rights.

Each purchaser of Units is an "accredited investor" as defined in Rule
501 (a) under the Securities Act of 1933, as amended (the "Securities Act"). The
Company issued the Shares and the Warrants without registration under the
Securities Act in reliance on the exemptions from registration provided by Rule
506 of Regulation D and Section 4(2) of the Securities Act, as well as
preemption from applicable state registration r