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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 September 30, 2009 or
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
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required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
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PARTI. FINANCIAL INFORMATION
Item 1. Financial Statements

PRESSURE BIOSCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
September 30, December 31,
2009 2008

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1,374,947 $ 868,208
Restricted cash 20,011 50,000
Accounts receivable 216,622 209,117
Inventories 735,235 571,831
Deposits 13,872 382,236
Prepaid income taxes 3,176 6,600
Prepaid expenses and other current assets 59,497 235,111
Total current assets 2,423,360 2,323,103
PROPERTY AND EQUIPMENT, NET 231,489 252,249
OTHER ASSETS
Intangible assets, net 243,184 279,658
TOTAL ASSETS $ 2,898,033 $ 2,855,010
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable $ 137,068 $ 263,486
Accrued employee compensation 118,675 161,374
Accrued professional fees and other 300,483 278,982
Deferred revenue 144,170 16,705
Total current liabilities 700,396 720,547
LONG TERM LIABILITIES
Deferred revenue 2,759 10,821
TOTAL LIABILITIES 703,155 731,368
COMMITMENTS AND CONTINGENCIES (Note 4)
STOCKHOLDERS' EQUITY
Preferred stock, $.01 par value; 1,000,000 shares authorized; 156,980 shares issued
and outstanding on September 30, 2009 and 0 shares on December 31, 2008 1,570 -
Common stock, $.01 par value; 20,000,000 shares authorized; 2,195,283 shares
issued and outstanding on September 30, 2009 and on December 31, 2008 21,953 21,953
Warrants to acquire preferred stock and common stock 882,253 -
Additional paid-in capital 8,328,872 6,803,530
Accumulated deficit (7,039,770) (4,701,841)
Total stockholders' equity 2,194,878 2,123,642
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TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 2,898,033 $ 2,855,010

The accompanying notes are an integral part of these consolidated financial statements
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PRESSURE BIOSCIENCES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUE:

PCT Products, services, other
Grant revenue

Total revenue

COSTS AND EXPENSES:

Cost of PCT products and services
Research and development

Selling and marketing

General and administrative

Total operating costs and expenses

Operating loss
Interest income

Loss before income taxes
Income tax benefit

Net loss

Accrued preferred stock dividend
Net loss to common shareholders

Loss per common share - basic and diluted

Weighted average number of shares used to calculate

loss per share - basic and diluted

(UNAUDITED)
For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2009 2008 2009 2008
$ 204,584 $ 222,825 585,928 $ 421,996
112,843 42 837 308,642 96,226
317,427 265,662 894,570 518,222
74,093 130,533 305,156 267,416
273,286 376,552 895,556 1,329,155
254,022 399,380 784,902 1,384,147
470,206 466,883 1,328,380 1,603,803
1,071,607 1,373,348 3,313,994 4,584,521
(754,180) (1,107,686) (2,419,424) (4,066,299)
731 9,481 4,418 56,338
(753,449) (1,098,205) (2,415,006) (4,009,961)
- - 623,262 -
(753,449) (1,098,205) (1,791,744)  (4,009,961)
(22,504) - (56,384) -
$ (775,953) $ (1,098,205) $ (1,848,128) $ (4,009,961)
$ (0.35) $ (0.50) $ (0.84) $ (1.83)
2,195,283 2,195,283 2,195,283 2,193,692

The accompanying notes are an integral part of these consolidated financial statements
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PRESSURE BIOSCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss to common shareholders

Adjustments to reconcile net loss to operating cash flows:

Depreciation and amortization
Stock-based compensation expense
Bad debt expense

Changes in operating assets and liabilities:
Restricted cash

Accounts receivable

Inventories

Deposits

Accounts payable

Accrued employee compensation

Deferred revenue and other accrued expenses
Prepaid expenses and other current assets
Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to property and equipment
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from the issuance of common stock
Net proceeds from the issuance of preferred stock
Net cash provided by financing activities

Change in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

SUPPLEMENTAL INFORMATION:
Income taxes paid
Income tax refund received

For the Nine Months Ended
September 30,

2009

$ (1,848,128)

153,585
351,439
45,280

29,989
(52,785)
(163,404)
368,364
(126,418)
(42,699)
140,904
179,038
(964,835)

(96,349)
(96,349)

1,567,923
1,567,923

506,739
868,208
$ 1,374,947

$ -
623,262

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

2008

$ (4,009,961)

154,320
451,279

(55,966)
(434,241)
438,973
169,221
(6,138)
1,927
(58,959)
(3,349,545)

(131,957)

(131,957)
9,750
9,750

(3,471,752)

5,424,486
$ 1,952,734

$ 2,790
49,798
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

1) Business Overview and Management Plans

Pressure BioSciences, Inc. (“PBI or the Company”) is a life sciences company focused on the development and
commercialization of a novel, enabling platform technology called pressure cycling technology (“PCT”). PCT uses
cycles of hydrostatic pressure between ambient and ultra-high levels (up to 35,000 psi and greater) to control
bio-molecular interactions.

Our pressure cycling technology uses instrumentation that is capable of cycling pressure between ambient and
ultra-high levels (up to 35,000 psi or greater), at user-defined temperatures, to rapidly and repeatedly control the
interactions of bio-molecules. Our pressure-generating instrument is called the Barocycler®. Our PCT-related
consumables product line includes PULSE (Pressure Used to Lyse Samples for Extraction) Tubes, MicroTubes, and
application specific (“ProteoSolve”) kits. Our Barocycler instrument, together with our consumable processing tubes
and kits make up the PCT Sample Preparation System (“PCT SPS”).

We have experienced negative cash flows from operations with respect to our pressure cycling technology business
since its inception. Cash, as of September 30, 2009, was approximately $1.4 million. During 2008, we undertook a
number of cost reduction measures including a comprehensive restructuring program, to significantly reduce costs,
centralize core operations, and refocus business strategy in specific areas where our products have found significant
market acceptance. The restructuring program included: a reduction in personnel of eight full-time employees (40%
of the workforce), reduction in travel and meeting attendance for all personnel, decreases in the base salary of most of
our employees and all of our executive officers, a shutdown of our R&D facility in Rockville, MD, a consolidation of
our R&D activities in Massachusetts, and delay of several research & development and marketing programs. These
initiatives have significantly decreased cash utilization, from just under $1 million per quarter in the second half of
2008 to an expected average of approximately $650,000 per quarter during 2009. We currently believe these actions,
combined with proceeds from our $1.8 million equity financing completed in February 2009 and the $623,000 IRS
refund received in August 2009, extends our cash resources into the second quarter of 2010.

2) Interim Financial Reporting

The accompanying unaudited consolidated financial statements of Pressure BioSciences, Inc. have been prepared in
accordance with accounting principles generally accepted in the United States of America (“generally accepted
accounting principles” or “GAAP”) for interim financial information. Accordingly, they do not include all of the
information and footnotes required by generally accepted accounting principles for complete financial statements. In

the opinion of management, all material adjustments (consisting of only normal recurring adjustments) considered
necessary for a fair presentation have been included. Operating results for the three months and nine months ended
September 30, 2009 are not necessarily indicative of the results that may be expected for the year ending December

31, 2009. For further information, refer to the audited consolidated financial statements and footnotes thereto

included in the Company’s Annual Report on Form 10-K (the “Form 10-K”) for the fiscal year ended December 31, 2008
as filed with the Securities and Exchange Commission on March 31, 2009.

3) Summary of Significant Accounting Policies

FASB Codification
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We follow accounting standards set by the Financial Accounting Standards Board, (“FASB”). The FASB sets GAAP
that we follow to ensure we consistently report our financial condition, results of operations, and cash

flows. References to GAAP issued by the FASB in these footnotes are to the FASB Accounting Standards
Codification, sometimes referred to as the Codification or ASC. The FASB finalized the Codification effective for
periods ending on or after September 15, 2009. Prior FASB standards like FASB Statement No. 13, Accounting for
Leases, are no longer being issued by the FASB. For further discussion of the Codification see “FASB Codification
Discussion” in Management’s Discussion and Analysis of Financial Condition and Results of Operations (commonly
referred to as MD&A) elsewhere in this report.

Principles of Consolidation

The consolidated financial statements include the accounts of Pressure BioSciences, Inc., and its wholly-owned
subsidiary PBI BioSeq, Inc.
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

Use of Estimates

To prepare our consolidated financial statements in conformity with generally accepted accounting principles, we are
required to make significant estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. In addition, significant estimates are made in projecting future
cash flows to quantify impairment of assets, deferred tax assets and the costs associated with fulfilling our warranty
obligations for the instruments that we sell, in our calculation of fair value of stock options awarded, and our
allocation of the proceeds from the equity financing between the preferred stock and warrants sold. We base our
estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results could differ from the estimates and
assumptions used.

Revenue Recognition

We recognize revenue in accordance with FASB ASC 605, Revenue Recognition. Revenue is recognized when
realized or earned when all the following criteria have been met: persuasive evidence of an arrangement exists;
delivery has occurred and risk of loss has passed to the customer; the seller’s price to the buyer is fixed or
determinable; and collectability is reasonably assured.

Our current instruments, the Barocycler NEP3229 and NEP2320, require a basic level of instrumentation expertise to
set-up for initial operation. To support a favorable first experience for our customers, we send a highly trained
technical representative to the customer site to install every Barocycler that we sell, lease, or rent through our
domestic sales force. The installation process includes uncrating and setting up the instrument, followed by
introductory user training. Product revenue related to current Barocycler instrumentation is recognized upon the
completion of the installation and introductory training process of the instrumentation at the customer location, for
domestic installations. Product revenue related to sales of PCT instrumentation to our foreign distributors is
recognized upon shipment through a common carrier. We provide for the expected costs of warranty upon the
recognition of revenue for the sales of our instrumentation. Our sales arrangements do not provide our customers with
a right of return. Product revenue related to our consumable products such as PULSE Tubes, MicroTubes, and
application specific kits is recorded upon shipment through a common carrier. Shipping costs are included in sales
and marketing expense. Any shipping costs billed to customers are recognized as revenue.

In accordance with FASB ASC 840, Leases, we account for our lease agreements under the operating method. We
record revenue over the life of the lease term and we record depreciation expense on a straight-line basis over the
thirty-six month estimated useful life of the Barocycler instrument. The depreciation expense associated with assets
under lease agreement is included in the “Cost of PCT products and services” line item in our consolidated statements of
operations. Many of our lease and rental agreements allow the lessee to purchase the instrument at any point during

the term of the agreement with partial or full credit for payments previously made. We pay all maintenance costs
associated with the instrument during the term of the leases.

Revenue from government grants is recorded when expenses are incurred under the grant in accordance with the terms
of the grant award.

10
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Our transactions sometimes involve multiple elements (i.e., products and services). Revenue under multiple element
arrangements is recognized in accordance with FASB ASC 605-25 Multiple-Element Arrangements. Under this
method, if an element is determined to be a separate unit of accounting, the revenue for the element is based on fair
value and determined by vendor specific objective evidence (“VSOE”), and recognized at the time of delivery. If an
arrangement includes undelivered elements that are not essential to the functionality of the delivered elements, we
defer the fair value of the undelivered elements with the residual revenue allocated to the delivered elements. Fair
value is determined based upon the price charged when the element is sold separately. If there is not sufficient
evidence of the fair value of the undelivered elements, no revenue is allocated to the delivered elements and the total
consideration received is deferred until delivery of those elements for which objective and reliable evidence of the fair
value is not available. We provide certain customers with extended service contracts and, to the extent VSOE is
established, these service revenues are recognized ratably over the life of the contract, which is generally one to four
years.

Cash and Cash Equivalents

Our policy is to invest available cash in short-term, investment-grade, interest-bearing obligations, including money
market funds, and bank and corporate debt instruments. Securities purchased with initial maturities of three months or
less are valued at cost plus accrued interest, which approximates fair market value, and are classified as cash
equivalents.

Research and Development

Research and development costs, which are comprised of costs incurred in performing research and development
activities - including wages and associated employee benefits, facilities, consumable products and overhead costs - are
expensed as incurred. Our research and development activities are performed at our facility in Massachusetts in
conjunction with our collaboration partner sites. In support of our research and development activities, we utilize our
Barocycler instruments that are capitalized as fixed assets and depreciated over their expected useful life.

5
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

Inventories

Inventories are valued at the lower of cost (average cost) or market (sales price). The cost of Barocyclers consists of
the cost charged by the contract manufacturer. The cost of manufactured goods includes material, freight-in, direct
labor, and applicable overhead. As of September 30, 2009, the recorded cost of all categories was less than the recent

sales price. The composition of inventory as of September 30, 2009 and December 31, 2008 is as follows:

September 30, December 31,

2009 2008
Raw materials $ 114,634 $ 83,451
Finished goods 620,601 488,380
Total $ 735235 $ 571,831

Our finished goods inventory as of September 30, 2009 included 52 Barocycler instruments, of which 40 instruments
were produced during 2009. Our finished goods inventory as of December 31, 2008 included 34 Barocycler
instruments. We transferred one unit from inventory to our laboratory facility for internal use and recovered four units
from the field.

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. For financial reporting purposes,
depreciation is recognized using the straight-line method, allocating the cost of the assets over their estimated useful
lives of three years for certain laboratory equipment, from three to five years for management information systems and
office equipment, and three years for all PCT finished units classified as fixed assets. Property and equipment
includes total book value of $121,795 relating to barocycler instruments held under lease or collaboration.

Intangible Assets

We have classified as intangible assets, costs associated with the fair value of acquired intellectual property.

Intangible assets including patents are amortized on a straight-line basis over sixteen years. The Company’s intangible
assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of
the asset may not be recoverable. When impairment is indicated, any excess of carrying value over fair value is
recorded as a loss. An impairment analysis of intangible assets was performed as of December 31, 2008. No
triggering event for impairment has come to our attention to cause us to record an impairment of intangible assets as
of September 30, 2009.

Long-Lived Assets and Deferred Costs

The Company’s long-lived assets and other assets are reviewed for impairment in accordance with the guidance of the
FASB ASC 360-10-05, Property, Plant, and Equipment, whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. Recoverability of an asset to be held and used is measured by a
comparison of the carrying amount of an asset to the future undiscounted cash flows expected to be generated by the
asset. If such asset is considered to be impaired, the impairment to be recognized is measured by the amount by which
the carrying amount of the asset exceeds its fair value. Through September 30, 2009, the Company had not
experienced impairment losses on its long-lived assets.

12
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Concentrations
Credit Risk

Our financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash, cash
equivalents, and trade receivables. We have cash investment policies which, among other things, limit investments to
investment-grade securities. We perform ongoing credit evaluations of our customers, and the risk with respect to
trade receivables is further mitigated by the fact that many of our customers are government institutions, large
pharmaceutical and biotechnology companies, and academic laboratories.

The following tables illustrate the level of concentration as a percentage of total revenues during the three months and
nine months ended September 30, 2009 and 2008:

6

13



Edgar Filing: PRESSURE BIOSCIENCES INC - Form 10-Q

PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

For the Three Months Ended

September 30,
2009 2008
Top Five Customers 69% 79%
Federal Agencies 43% 31%

For the Nine Months Ended

September 30,
2009 2008
Top Five Customers 51% 62%
Federal Agencies 41% 27%

The following table illustrates the level of concentration as a percentage of net accounts receivable balance as of
September 30, 2009 and December 31, 2008:

September 30, December 31,

2009 2008
Top Five Customers 70% 81%
Federal Agencies 16% 1%

Product Supply

Source Scientific, LLC has been our sole contract manufacturer for all of our PCT instrumentation. We have initiated
several engineering initiatives to position us for greater independence from any one supplier, and we are continuing to

develop a network of manufacturers and sub-contractors to reduce our reliance on any single supplier for PCT

components. Until we develop a network of manufacturers and subcontractors, obtaining alternative sources of supply
or manufacturing services could involve significant delays and other costs and challenges, and may not be available to

us on reasonable terms, if at all. The failure of a supplier or contract manufacturer to provide sufficient quantities,

acceptable quality and timely products at an acceptable price, or an interruption of supplies from such a supplier could

harm our business and prospects.

Computation of Loss per Share

Basic loss per share is computed by dividing loss available to common shareholders by the weighted average number
of common shares outstanding. Diluted loss per share is computed by dividing loss available to common shareholders
by the weighted average number of common shares outstanding plus additional common shares that would have been

outstanding if dilutive potential common shares had been issued. For purposes of this calculation, convertible

preferred stock, common stock dividends, warrants to acquire preferred stock convertible into common stock, and

warrants and options to acquire common stock, are all considered common stock equivalents in periods in which they

have a dilutive effect and are excluded from this calculation in periods in which these are anti-dilutive.

The following table illustrates our computation of loss per share for the three months and nine months ended
September 30, 2009 and 2008:

14
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For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2009 2008 2009 2008
Numerator:
Net loss $ (753,449) $ (1,098,205) $(1,791,744) $ (4,009,961)
Accrued preferred stock dividend (22,504) - (56,384) -
Loss - basic and diluted $ (775,953) $ (1,098,205) $(1,848,128) $ (4,009,961
Denominator:

Weighted average shares outstanding - basic and diluted 2,195,283 2,195,283 2,195,283 2,193,692

Loss per common share - basic and diluted $ 035 $ (0.50) $ (0.84) $ (1.83)
Shares excluded from calculations 207,271 28,975 117,025 124,879
7
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

Accounting for Income Taxes

Effective January 1, 2007, we adopted the provisions of FASB ASC 740, Income Taxes. FASB ASC 740 prescribes
the use of the liability method whereby deferred tax asset and liability account balances are determined based on
differences between the financial reporting and tax bases of assets and liabilities and are measured using the enacted
tax rates and laws that will be in effect when the differences are expected to reverse. The Company provides a
valuation allowance, if necessary, to reduce deferred tax assets to their estimated realizable value.

FASB ASC 740-10 clarifies the accounting for income taxes, by prescribing a minimum recognition threshold a tax
position is required to meet before being recognized in the financial statements. It also provides guidance on
de-recognition, measurement and classification of amounts relating to uncertain tax positions, accounting for and
disclosure of interest and penalties, accounting in interim periods, disclosures and transition relating to the adoption of
the new accounting standard. FASB ASC 740-10 was effective for fiscal years beginning after December 15, 2006.

We account for income taxes under the asset and liability method, which requires recognition of deferred tax assets,
subject to valuation allowances, and liabilities for the expected future tax consequences of events that have been
included in the financial statements or tax returns. Deferred income taxes reflect the net tax effects of temporary
differences between the carrying amounts of assets and liabilities for financial reporting and income tax purposes. A
valuation allowance is established if it is more likely than not that all or a portion of the net deferred tax assets will not
be realized. If substantial changes in the company’s ownership should occur, as defined in Section 382 of the Internal
Revenue Code, there could be sufficient limitations on the amount of net loss carry forwards that could be used to
offset future taxable income.

In the first half of 2009, we recorded a benefit for income taxes of $623,262 due to provisions in the American
Recovery and Reinvestment Act of 2009 relating to net operating loss carry-backs. The cash has been received during
the second half of 2009. There was no provision for an income tax benefit during the same period in 2008. Aside
from the impact of the passage of this congressional act, we do not expect any additional income tax benefits relating
to carry-backs to prior periods. If we are successful in commercializing PCT and in generating operating income, then
we may be able to utilize certain net operating losses we may have at the time against such future operating profits.

Accounting for Stock-Based Compensation

We maintain equity compensation plans under which incentive stock options and non-qualified stock options are
granted to employees, independent members of our Board of Directors and outside consultants. We recognize equity
compensation expense over the requisite service period using the Black-Scholes formula to estimate the fair value of
the stock options on the date of grant.

Determining Fair Value of Stock Option Grants

Valuation and Amortization Method - The fair value of each option award is estimated on the date of grant using the
Black-Scholes pricing model based on certain assumptions. The estimated fair value of employee stock options is
amortized to expense using the straight-line method over the vesting period.

Expected Term - The Company uses the simplified calculation of expected life, described in the FASB ASC 718,

Compensation-Stock Compensation, as the Company does not currently have sufficient historical exercise data on
which to base an estimate of expected term. Using this method, the expected term is determined using the average of

16



Edgar Filing: PRESSURE BIOSCIENCES INC - Form 10-Q

the vesting period and the contractual life of the stock options granted.

Expected Volatility - Expected volatility is based on the Company’s historical stock volatility data over the expected
term of the award.

Risk-Free Interest Rate - The Company bases the risk-free interest rate used in the Black-Scholes valuation method on
the implied yield currently available on U.S. Treasury zero-coupon issues with an equivalent remaining term.

Forfeitures - As required by FASB ASC 718, Compensation-Stock Compensation, the Company records stock-based
compensation expense only for those awards that are expected to vest. The Company estimated a forfeiture rate of 5%

for awards granted based on historical experience and future expectations of options vesting.

8
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

Since January 1, 2006, we have accounted for our stock option expense in accordance with the provisions of FASB
ASC 718, Compensation-Stock Compensation.

We recognized stock-based compensation expense of $98,579 and $81,285 for the three months ended September 30,
2009 and 2008, respectively. The following table summarizes the effect of this stock-based compensation expense

within each of the line items of our costs and expenses within our Consolidated Statements of Operations:

For the Three Months Ended, September 30,

2009 2008
Research and development $ 18,652 $ 34,262
Selling and marketing 17,557 11,823
General and administrative 62,370 35,200
Total stock-based compensation expense $ 98,579 $ 81,285

We recognized stock-based compensation expense of $351,439 and $451,279 for the nine months ended September
30, 2009 and 2008, respectively. The following table summarizes the effect of this stock-based compensation expense
within each of the line items of our costs and expenses within our Consolidated Statements of Operations:

For the Nine Months Ended, September 30,

2009 2008
Research and development $ 118,509 $ 131,132
Selling and marketing 56,131 87,055
General and administrative 176,799 233,092
Total stock-based compensation expense $ 351,439 $ 451,279

The provisions of FASB ASC 718 require that we make an estimate of our forfeiture rate and adjust the expense that
we recognize to reflect the estimated number of stock options that will go unexercised. Our historical forfeiture rate
has been approximately 5%, so we used this rate as our assumption in calculating future stock-based compensation
expense.

Fair Value of Financial Instruments

Due to their short maturities, the carrying amounts for cash and cash equivalents, accounts receivable, accounts
payable, and accrued expenses approximate their fair value. Long-term liabilities are primarily related to liabilities
transferred under contractual arrangements with carrying values that approximate fair value.

Reclassifications

Certain prior year amounts have been reclassified to conform to our current year presentation.

Advertising

Adpvertising costs are expensed as incurred. During the three months ended September 30, 2009, we did not incur
significant advertising expenses but in the same period last year, we incurred $21,354 in advertising expense. During
the nine months ended September 30, 2009, we did not incur significant advertising expenses but in the same period

last year, we incurred $47,456 in advertising expense.
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Rent Expense

Rental costs are expensed as incurred. During the three months ended September 30, 2009 and 2008, we incurred
$19,416 and $39,896, respectively in rent expense for the use of our corporate office and research and development
facilities. During the nine months ended September 30, 2009 and 2008, we incurred $63,405 and $111,614,
respectively in rent expense for the use of our corporate office and research and development facilities.

9
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

4) Commitments and Contingencies
Operating Leases

Our corporate offices are currently located at 14 Norfolk Avenue, South Easton, Massachusetts 02375. In November
2007, we signed an 18 month lease agreement commencing in February 2008 pursuant to which we lease
approximately 5,500 square feet of office space, with an option for an additional 12 months. We exercised the
renewal option to extend the lease term until July 14, 2010. We pay approximately $6,500 per month for the use of
these facilities.

Effective January 1, 2009, we terminated our lease agreement with Scheer Partners and the Maryland Economic
Development Corporation, pursuant to which we leased laboratory and office space in Rockville, MD. We paid
approximately $3,300 per month for the use of these facilities through December 31, 2008 with no further obligation.

Effective January 31, 2009, we terminated our sub-lease agreement with Proteome Systems, pursuant to which we
leased approximately 650 square feet of laboratory space plus 100 square feet of office space from Proteome Systems
in Woburn, Massachusetts. We paid approximately $3,200 per month for the use of these facilities through January
31, 2009 with no further obligation.

In connection with the reduction of staff levels and consolidation of operations in Rockville, MD and Woburn, MA,
the Company moved its research and development activities to our facilities in South Easton, Massachusetts.

Royalty Commitments

In 1996, we acquired our initial equity interest in BioSeq, Inc., which at the time was developing our original pressure
cycling technology. BioSeq, Inc. acquired its pressure cycling technology from BioMolecular Assays, Inc. (“BMA”)
under a technology transfer and patent assignment agreement. In 1998, we purchased all of the remaining outstanding
capital stock of BioSeq, Inc., and at such time, the technology transfer and patent assignment agreement was amended
to require us to pay BMA a 5% royalty on our sales of products or services that incorporate or utilize the original
pressure cycling technology that BioSeq, Inc. acquired from BMA. We are also required to pay BMA 5% of the
proceeds from any sale, transfer or license of all or any portion of the original pressure cycling technology. These
payment obligations terminate in 2016. During the three months ended September 30, 2009 and 2008, we incurred
$8,336 and $10,236, respectively in royalty expense associated with our obligation to BMA. During the nine months
ended September 30, 2009 and 2008, we incurred $23,339 and $18,687, respectively in royalty expense associated
with our obligation to BMA.

In connection with our acquisition of BioSeq, Inc., we licensed certain limited rights to the original pressure cycling
technology back to BMA. This license is non-exclusive and limits the use of the original pressure cycling technology
by BMA solely for molecular applications in scientific research and development and in scientific plant research and
development. BMA is required to pay us a royalty equal to 20% of any license or other fees and royalties, but not
including research support and similar payments, it receives in connection with any sale, assignment, license or other
transfer of any rights granted to BMA under the license. BMA must pay us these royalties until the expiration of the
patents held by BioSeq, Inc. in 1998, which we anticipate will be in 2016. We have not received any royalty
payments from BMA under this license.

Battelle Memorial Institute
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In December 2008, we entered into an exclusive patent license agreement with the Battelle Memorial Institute
("Battelle"). The licensed technology is described in the patent application filed by Battelle on July 31, 2008 (US

serial number 12/183,219). This application includes subject matter related to a method and a system for improving

the analysis of protein samples, including through an automated system utilizing pressure and a pre-selected agent to
obtain a digested sample in a significantly shorter period of time than current methods, while maintaining the integrity
of the sample throughout the preparatory process. Pursuant to the terms of the agreement we paid Battelle a
non-refundable initial fee. In addition to royalty payments on net sales on “licensed products”, we are obligated to make
minimum royalty payments for each year that we retain the rights outlined in the patent license agreement and we are
required to have our first commercial sale of the licensed products within one year following the issuance of the patent
covered by the licensed technology.

Purchase Commitments

On September 18, 2008, we submitted a purchase order to Source Scientific, LLC, the manufacturer of the Company’s
PCT Barocycler instrumentation, for 50 Barocycler NEP2320 units. Pursuant to the terms of the purchase order, we
placed a deposit with Source Scientific, LLC, of approximately $100,000, representing approximately 25% of the
expected total value of the order. On November 12, 2008, we placed an additional deposit of approximately $100,000
with Source Scientific, LLC to provide them with funds required to commence manufacturing of the NEP2320 units
ordered. The purchase price for the 50 Barocycler NEP2320 units is based upon a fixed bill of materials. We were
billed for the unpaid purchase price of each unit at the time each unit was completed and ready for sale.
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PRESSURE BIOSCIENCES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AS OF SEPTEMBER 30, 2009

As of December 31, 2008 we had approximately $163,000 on deposit with Source Scientific, LLC for 40 remaining
units pursuant to open purchase orders. In addition, in December 2008, we put the remaining $203,758 amount of the
purchase order in an escrow account, which funds were to be released to pay the remaining balance due when units
were completed. The amount held in escrow is included as a component within the line item Deposits on the balance
sheet. As of September 30, 2009, we had no funds on deposit with Source Scientific, LLC because the remaining
units pursuant to the purchase order were completed and received by the Company during the first quarter of 2009.

Indemnification

In connection with our sale of substantially all of the assets of Boston Biomedica, Inc. (“BBI Core Businesses”) to
SeraCare Life Sciences, Inc. in September 2004, we were exposed to possible indemnification claims in amounts up to
the purchase 