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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended July 31, 2009

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from _____________ to ______________

Commission File No. 000-50956

PHARMA-BIO SERV, INC.
(Exact Name of Registrant as Specified in Its Charter)

 Delaware  20-0653570
(State or Other Jurisdiction of
Incorporation or Organization)

(IRS  Employer
 Identification No.)

Pharma-Bio Serv Building,
Industrial Zone Lot 14, Barrio Higuillar,

Dorado, Puerto Rico

00646
(Zip Code)

(Address of Principal Executive Offices)

Registrant’s Telephone Number, Including Area Code 787-278-2709

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes ¨ No ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨
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Non-accelerated filer ¨ Smaller reporting companyx

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ¨ No x

The number of shares of the registrant’s common stock outstanding as of September 11, 2009 was 20,751,215.
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PART I – FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS
PHARMA-BIO SERV, INC.

Condensed Consolidated Balance Sheets
(Unaudited)

July 31,
2009 *

October 31,
2008 **

ASSETS:
Current assets
Cash and cash equivalents $ 2,150,412 $ 3,087,990
Accounts receivable 2,242,707 3,245,153
Other 284,874 194,108
Total current assets 4,677,993 6,527,251

Property and equipment 1,553,880 1,521,575
Other assets 107,997 63,127
Total assets $ 6,339,870 $ 8,111,953

LIABILITIES AND STOCKHOLDERS’ EQUITY:
Current liabilities
Current portion-obligations under capital leases $ 47,610 $ 45,318
Accounts payable and accrued expenses 1,120,225 1,189,705
Due to affiliate 500,000 2,706,892
Income taxes payable 157,444 48,324
Total current liabilities 1,825,279 3,990,239

Obligations under capital leases, less current portion 67,107 69,934
Total liabilities 1,892,386 4,060,173
Stockholders' equity:
Preferred Stock, $0.0001 par value; authorized 10,000,000 shares; none outstanding - -
Common Stock, $0.0001 par value; authorized 50,000,000 shares; issued and outstanding
20,751,215 shares 2,075 2,075
Additional paid-in capital 587,593 540,337
Retained earnings 3,874,746 3,534,060
Accumulated other comprehensive loss (16,930) (24,692)
Total stockholders' equity 4,447,484 4,051,780
Total liabilities and stockholders' equity $ 6,339,870 $ 8,111,953

* Unaudited.
** Condensed from audited financial statements.

See notes to condensed consolidated financial statements.

-3-
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PHARMA-BIO SERV, INC.
Condensed Consolidated Statements of Income

(Unaudited)

Three months ended July 31, Nine months ended July 31,
2009 2008 2009 2008

REVENUES $ 2,626,531 $ 4,191,873 $ 8,659,944 $ 11,493,969

Date

Period-End
Date

High Intra-Day Price of the
Reference Stock ($)

Low Intra-Day Price of the
Reference Stock ($)

Period-End Closing Price of
the Reference Stock ($)

1/1/2013

3/31/2013

12.94

10.98

12.18
4/1/2013

6/30/2013

13.99

11.23

12.86
7/1/2013

9/30/2013

15.03

12.73

13.80
10/1/2013
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12/31/2013

15.98

13.68

15.57
1/1/2014

3/31/2014

18.00

15.70

17.20
4/1/2014

6/30/2014

17.40

14.37

15.37
7/1/2014

9/30/2014

17.20

14.84

17.05
10/1/2014

12/31/2014

18.20

15.43

17.89
1/1/2015

3/31/2015

18.03

14.97
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15.39
4/1/2015

6/30/2015

17.72

15.25

17.02
7/1/2015

9/30/2015

18.48

14.60

15.58
10/1/2015

12/31/2015

18.09

14.64

16.83
1/1/2016

3/31/2016

16.59

10.99

13.52
4/1/2016

6/30/2016

15.30

12.06

13.27
7/1/2016

9/30/2016
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16.24

12.45

15.65
10/1/2016

12/31/2016

23.39

15.50

22.10
1/1/2017

3/31/2017

25.79

22.01

23.59
4/1/2017

6/30/2017

24.67

22.07

24.26
7/1/2017

9/30/2017

25.64

22.75

25.34
10/1/2017

12/31/2017

30.02

25.13

29.80
1/1/2018
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1/3/2018

29.94

29.61

29.80
PAST PERFORMANCE IS NOT INDICATIVE OF FUTURE RESULTS.

The graph below illustrates the performance of the Reference Stock from January 1, 2013 to January 3, 2018,
assuming an Initial Stock Price of $29.80, which was the closing price of the Reference Stock on January 3, 2018. The
red line represents a hypothetical Coupon Barrier and Trigger Price of $22.35, which is equal to 75.00% of the closing

price on January 3, 2018. The actual Coupon Barrier and Trigger Price will be based on the closing price of the
Reference Stock on the Trade Date.

P-10 RBC Capital Markets, LLC
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Issuer Callable Contingent Coupon Barrier Notes
Linked to the Common Stock of Bank of America
Corporation, Due January 14, 2020

SUPPLEMENTAL DISCUSSION OF
U.S. FEDERAL INCOME TAX CONSEQUENCES

The following disclosure supplements, and to the extent inconsistent supersedes, the discussion in the product
prospectus supplement dated January 8, 2016 under “Supplemental Discussion of U.S. Federal Income Tax

Consequences.”
Under Section 871(m) of the Code, a “dividend equivalent” payment is treated as a dividend from sources within the

United States. Such payments generally would be subject to a 30% U.S. withholding tax if paid to a non-U.S. holder. 
Under U.S. Treasury Department regulations, payments (including deemed payments) with respect to equity-linked

instruments (“ELIs”) that are “specified ELIs” may be treated as dividend equivalents if such specified ELIs reference an
interest in an “underlying security,” which is generally any interest in an entity taxable as a corporation for U.S. federal
income tax purposes if a payment with respect to such interest could give rise to a U.S. source dividend. However, the
IRS has issued guidance that states that the U.S. Treasury Department and the IRS intend to amend the effective dates

of the U.S. Treasury Department regulations to provide that withholding on dividend equivalent payments will not
apply to specified ELIs that are not delta-one instruments and that are issued before January 1, 2019. Based on our

determination that the Notes are not delta-one instruments, non-U.S. holders should not be subject to withholding on
dividend equivalent payments, if any, under the Notes. However, it is possible that the Notes could be treated as

deemed reissued for U.S. federal income tax purposes upon the occurrence of certain events affecting the Reference
Stock or the Notes, and following such occurrence the Notes could be treated as subject to withholding on dividend

equivalent payments. Non-U.S. holders that enter, or have entered, into other transactions in respect of the Reference
Stock or the Notes should consult their tax advisors as to the application of the dividend equivalent withholding tax in

the context of the Notes and their other transactions. If any payments are treated as dividend equivalents subject to
withholding, we (or the applicable withholding agent) would be entitled to withhold taxes without being required to

pay any additional amounts with respect to amounts so withheld.
SUPPLEMENTAL PLAN OF DISTRIBUTION (CONFLICTS OF INTEREST)

We expect that delivery of the Notes will be made against payment for the Notes on or about January 12, 2018, which
is the third (3rd) business day following the Trade Date (this settlement cycle being referred to as “T+3”).  See “Plan of
Distribution” in the prospectus dated January 8, 2016. For additional information as to the relationship between us and

RBCCM, please see the section “Plan of Distribution—Conflicts of Interest” in the prospectus dated January 8, 2016.
We expect to deliver the Notes on a date that is greater than two business days following the trade date. Under Rule

15c6-1 of the Exchange Act, trades in the secondary market generally are required to settle in two business days,
unless the parties to any such trade expressly agree otherwise. Accordingly, purchasers who wish to trade the Notes
more than two business days prior to the original issue date will be required to specify alternative arrangements to

prevent a failed settlement.
The value of the Notes shown on your account statement may be based on RBCCM’s estimate of the value of the

Notes if RBCCM or another of our affiliates were to make a market in the Notes (which it is not obligated to do). 
That estimate will be based upon the price that RBCCM may pay for the Notes in light of then prevailing market

conditions, our creditworthiness and transaction costs.  For a period of approximately three months after the issue date
of the Notes, the value of the Notes that may be shown on your account statement may be higher than RBCCM’s
estimated value of the Notes at that time.  This is because the estimated value of the Notes will not include the

underwriting discount and our hedging costs and profits; however, the value of the Notes shown on your account
statement during that period may initially be a higher amount, reflecting the addition of RBCCM’s underwriting

discount and our estimated costs and profits from hedging the Notes.  This excess is expected to decrease over time
until the end of this period. After this period, if RBCCM repurchases your Notes, it expects to do so at prices that

reflect their estimated value.
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We may use this terms supplement in the initial sale of the Notes.  In addition, RBCCM or another of our affiliates
may use this terms supplement in a market-making transaction in the Notes after their initial sale. Unless we or our

agent informs the purchaser otherwise in the confirmation of sale, this terms supplement is being used in a
market-making transaction.

No Prospectus (as defined in Directive 2003/71/EC (as amended, the “Prospectus Directive”)) will be prepared in
connection with the Notes. Accordingly, the Notes may not be offered to the public in any member state of the

European Economic Area (the “EEA”), and any purchaser of the Notes who subsequently sells any of the Notes in any
EEA member state must do so only in accordance with the requirements of the Prospectus Directive, as implemented

in that member state.
The Notes are not intended to be offered, sold or otherwise made available to, and should not be offered, sold or

otherwise made available to, any retail investor in the EEA. For these purposes, the expression “offer" includes the
communication in any form and by any means of sufficient information on the terms of the offer and the Notes to be
offered so as to enable an investor to decide to purchase or subscribe the Notes, and a “retail investor” means a person

who is one (or more) of: (a) a retail client, as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended, “MiFID II”); or (b) a customer, within the meaning of Insurance Distribution Directive 2016/97/EU, as

amended, where that customer would not qualify as a professional client as defined in point (10) of Article 4(1) of
MiFID II; or (c) not a qualified investor as defined in the Prospectus Directive. Consequently, no key information

document required

P-11 RBC Capital Markets, LLC
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Issuer Callable Contingent Coupon Barrier Notes
Linked to the Common Stock of Bank of America
Corporation, Due January 14, 2020

by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for offering or selling the Notes or otherwise
making them available to retail investors in the EEA has been prepared, and therefore, offering or selling the Notes or

otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.
STRUCTURING THE NOTES

The Notes are our debt securities, the return on which is linked to the performance of the Reference Stock.  As is the
case for all of our debt securities, including our structured notes, the economic terms of the Notes reflect our actual or
perceived creditworthiness at the time of pricing.  In addition, because structured notes result in increased operational,

funding and liability management costs to us, we typically borrow the funds under these Notes at a rate that is more
favorable to us than the rate that we might pay for a conventional fixed or floating rate debt security of comparable
maturity.  Using this relatively lower implied borrowing rate rather than the secondary market rate, is a factor that is

likely to reduce the initial estimated value of the Notes at the time their terms are set. Unlike the estimated value
included in this terms supplement or in the final pricing supplement, any value of the Notes determined for purposes
of a secondary market transaction may be based on a different funding rate, which may result in a lower value for the

Notes than if our initial internal funding rate were used.
In order to satisfy our payment obligations under the Notes, we may choose to enter into certain hedging arrangements
(which may include call options, put options or other derivatives) on the issue date with RBCCM or one of our other

subsidiaries.  The terms of these hedging arrangements take into account a number of factors, including our
creditworthiness, interest rate movements, the volatility of the Reference Stock, and the tenor of the Notes.  The

economic terms of the Notes and their initial estimated value depend in part on the terms of these hedging
arrangements.

The lower implied borrowing rate is a factor that reduces the economic terms of the Notes to you.  The initial offering
price of the Notes also reflects the underwriting commission and our estimated hedging costs.  These factors result in

the initial estimated value for the Notes on the Trade Date being less than their public offering price.  See “Selected
Risk Considerations—The Initial Estimated Value of the Notes Will Be Less than the Price to the Public” above.

P-12 RBC Capital Markets, LLC
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