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PROSPECTUS
20,972,450 Shares

PHARMA-BIO SERV, INC.
Common Stock

OTC Bulletin Board Trading Symbol: PBSV

The selling stockholders may offer and sell from time to time up to an aggregate of 20,972,450 shares of our common
stock that they own or that they may acquire from us upon exercise of warrants. For information concerning the
selling stockholders and the manner in which they may offer and sell shares of our common stock, see “Selling
Stockholders” and “Plan of Distribution” in this prospectus.

We will not receive any proceeds from the sale by the selling stockholders of their shares of common stock other than
the exercise price of the warrants if and when the warrants are exercised.

On June 25, 2008, the last reported sale price for our common stock on the OTC Bulletin Board was $0.45 per share.

Investing in shares of our common stock involves a high degree of risk. You should purchase our common stock
only if you can afford to lose your entire investment. See “Risk Factors,” which begins on page 4.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined whether this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

The selling stockholders have not engaged any underwriter in connection with the sale of their shares of common
stock. The selling stockholders may sell their shares of common stock in the public market based on the market price
at the time of sale or at negotiated prices. The selling stockholders may also sell their shares in transactions that are
not in the public market in the manner set forth under “Plan of Distribution.”

The date of this Prospectus is June 26, 2008.
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You should rely only on the information contained in this prospectus. We have not authorized any dealer, salesperson
or other person to provide you with information concerning us, except for the information contained in this
prospectus. The information contained in this prospectus is complete and accurate only as of the date on the front
cover page of this prospectus, regardless when the time of delivery of this prospectus or the sale of any common
stock. This prospectus is not an offer to sell these securities and we are not soliciting an offer to buy these securities in
any state where the offer or sale is not permitted.
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PROSPECTUS SUMMARY

This summary does not contain all of the information that is important to you. You should read the entire prospectus,
including the Risk Factors and our consolidated financial statements and related notes appearing elsewhere in this
prospectus before making an investment decision.

Our Business

We are a Puerto Rico based company established by Elizabeth Plaza as a sole proprietorship in 1993 and incorporated
in 1997 to offer consulting services to the pharmaceutical industry. We have successfully grown our business
operation by providing quality, value-added consulting services to the major pharmaceutical, biotechnology, medical
device and chemical manufacturing companies principally in Puerto Rico and the United States of America.

Our mission is to become world leader in validation, regulatory compliance and technical support services, helping
our clients meet the challenges of regulatory enforcement and globalization.

We assist our clients in complying with government regulations by offering a full range of consulting services in the
areas relating to compliance with the regulations of the Food and Drug Administration (the “FDA”) and matters relating
to the introduction of new pharmaceutical products, regulatory compliance, project management, technology transfers,
validation, and training services. We provide value-added consulting services as outsourcing solutions to our
customers in the pharmaceutical, chemical (bulk manufacturing), biotechnology and medical devices industries in
Puerto Rico, United States of America and Europe.

In addition, in 2008 we launched in Puerto Rico our new microbiological testing facility incorporating the latest
technology and test methodologies meeting pharmacopeia industry standards and regulations. We intend to offer
microbiological testing and related services to our core industries already serviced as well as the cosmetic and food
industries.

Our engineering and life science professionals include former quality assurance managers or directors from
pharmaceutical companies, and experienced and well-trained professionals with bachelors, masters and doctorate
degrees in health sciences and engineering. Our objective is to offer a flexible, common sense and cost effective
approach to meet our clients’ resources needs, and meet their global strategies.

Organization; Reverse Acquisition

Pharm-Bio Serv, Inc. (“Pharma-Bio”) is a Delaware corporation, organized in 2004 under the name Lawrence
Consulting Group, Inc. The corporate name was changed to Pharma-Bio Serv, Inc. in February 2006. Our executive
offices are located at Pharma-Bio Serv Building, Industrial Zone Lot 14, Barrio Higuillar, Dorado, Puerto Rico 00646,
(787) 278-2709. Our website is www.pharmabioserv.com. Information on our website or any other website is not part
of this prospectus.

On January 25, 2006, pursuant to an agreement and plan of merger among us, Plaza Acquisition Corp., Pharma-Bio
Serv PR, Inc. (then known as Plaza Consulting Group, Inc. and referred to as “Pharma-PR”), and Elizabeth Plaza, the
sole stockholder of Pharma-PR, Plaza Acquisition Corp. was merged into Pharma-PR, with the result that Pharma-PR
became our wholly-owned subsidiary and our sole business became the business of Pharma-PR. The acquisition of
Pharma-PR was accounted for as a reverse acquisition, with Pharma-PR being the accounting acquiring party. The
accounting rules for reverse acquisitions require that beginning with the date of the merger, January 25, 2006, our
balance sheet includes the assets and liabilities of Pharma-PR and our equity accounts were recapitalized to reflect the
net equity of Pharma-Bio. In addition, our historical operating results will be the operating results of Pharma-PR. This
transaction is referred to in this prospectus as the reverse acquisition.
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References to “we,” “us,” “our” and similar words refer to Pharma-Bio, commencing with the acquisition of Pharma-PR and
the consummation of the private placement which occurred contemporaneously with the acquisition.
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Stock Distribution

On January 24, 2006, Pharma-Bio effected a share distribution with respect to our common stock pursuant to which
we issued one additional share of common stock for each share of common stock outstanding on the record date,
January 24, 2006. All share and per share information in this prospectus retroactively reflects such stock distribution.

Sale of Securities to the Selling Stockholders

On January 25, 2006, contemporaneously with the consummation of the acquisition of Pharma-PR, we sold, in a
private placement, 47 units, each unit consisting of 25,000 shares of series A preferred stock, warrants to purchase
85,100 shares of common stock at $1.10 per share and warrants to purchase 85,100 shares of common stock at $1.65
per share. In the private placement, we issued an aggregate of 1,175,000 shares of series A preferred stock, warrants to
purchase 3,999,700 shares of common stock at $1.10 per share, and warrants to purchase 3,999,700 shares of common
stock at $1.65 per share, to 43 accredited investors. The warrants issued to the investors in the private placement are
sometimes referred to as the “investor warrants”.

We paid brokerage commissions of 10% of the gross purchase price and an aggregate non-accountable expense
allowance of 3% of the gross purchase price with respect to the units sold. In certain cases, the broker waived the
commission and non-accountable expense allowance, and the investor paid the purchase price less the commission
and non-accountable expense allowance. The purchase price for the 47 units sold was $11,750,000. Broker-dealers
waived commission and non-accountable expense allowance with respect to $628,750, we paid commissions and
non-accountable expense allowances totaling $898,750, and we issued to the brokers in the private placement warrants
to purchase an aggregate of 1,439,892 shares of common stock. These warrants, which constitute compensation to the
brokers, have an exercise price of $.7344 per share and a term of three years.

The certificate of designation setting forth the rights of the holders of the series A preferred stock provides that at such
time as our certificate of incorporation is amended to increase the authorized capital stock to 10,000,000 shares of
preferred stock and 50,000,000 shares of common stock, the series A preferred stock is automatically converted into
common stock at the conversion ratio of 13.616 shares of common stock for each share of series A preferred stock.
The warrants provide that they become exercisable upon the filing of such an amendment to our certificate of
incorporation. On April 25, 2006, we amended and restated our certificate of incorporation to increase our authorized
capital stock to 10,000,000 shares of preferred stock and 50,000,000 shares of common stock, at which time all of the
outstanding shares of series A preferred stock were automatically converted into a total of 15,998,800 shares of
common stock and the warrants became exercisable. The subscription agreement pursuant to which the series A
preferred stock and warrants were issued required us to file a registration statement within 60 days after the effective
date of the merger between Pharma-PR and Plaza Acquisition Corp., which was March 26, 2006. If we failed to file
the registration statement by that date, we were required to issue .0003 shares of common stock for each share of
common stock issued upon conversion of the series A preferred stock for each day we are late. Since we filed the
registration statement three days late, we issued 14,401 shares of common stock to the former holders of the series A
preferred stock.

The warrants issued in the private placement expire five years from the closing date and are callable by us if the
closing price of the common stock is at least twice the exercise price of the warrants for twenty (20) consecutive
trading days. 
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THE OFFERING

Common Stock Offered: The selling stockholders are offering a total of 20,972,450 shares
of common stock, of which 12,973,050 shares are outstanding and
7,999,400 shares are issuable upon exercise of warrants

Outstanding Shares of Common Stock: 19,615,539 shares1,2

Common Stock to be Outstanding
After Exercise of Investor Warrants:

27,614,939 shares1

Use of Proceeds: We will receive no proceeds from the sale of any shares by the
selling stockholders. In the event that any selling stockholders
exercise their warrants, we would receive the exercise price. If all
warrants are exercised, we would receive approximately $11.0
million, all of which, if and when received, would be used for
working capital and other corporate purposes.

(1) As of June 20, 2008. Does not include a total of 8,056,392 shares of common stock, of which 2,500,000
shares are reserved for options, stock grants or other equity-based incentives under our 2005 long-term
incentive plan, 5,539,892 shares are reserved for outstanding warrants other than the warrants held by the
selling stockholders, and 16,500 shares are reserved for issuance as stock grants to employees.

(2) As of June 20, 2008. Does not include the 7,999,400 shares of common stock issuable upon exercise of
warrants held by the selling stockholders.

SUMMARY OF FINANCIAL INFORMATION

The following information as of October 31, 2007 and for the years ended October 31, 2007 and 2006 has been
derived from our audited financial statements, which appear elsewhere in this prospectus. The following information
as of April 30, 2008 and for the six months ended April 30, 2008 and 2007 has been derived from our unaudited
financial statements, which appear elsewhere in this prospectus.

Statement of Operations Information:

Consolidated
(in thousands, except per share data)

Six Months Ended April 30, Year Ended October 31,
2008 2007 2007 2006

Revenues $ 7,302 $ 7,755 $ 16,205 $ 14,184
Gross profit $ 2,720 $ 3,160 $ 6,824 $ 6,068
Income before income taxes $ 1,143 $ 1,489 $ 3,337 $ 3,495
Net income 1 $ 628 $ 847 $ 1,901 $ 2,335
Basic earnings per common share $ 0.03 $ 0.04 $ 0.10 $ 0.22
Diluted earnings per common share $ 0.03 $ 0.04 $ 0.09 $ 0.13

(1) Prior to the reverse acquisition Pharma-PR was treated as an N Corporation under the Puerto Rico Internal
Revenue Code, which is similar to an S Corporation under the United States Internal Revenue Code. As a
result, Pharma-PR did not pay any income tax through January 25, 2006. Since January 25, 2006,
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Pharma-PR has been subject to income tax in Puerto Rico at statutory rates ranging from 39% to 41.5%. If
Pharma-PR had not been treated as an N Corporation during a portion of the fiscal year ended October 31,
2006, net income for the year ended in October 31, 2006 would have been approximately $1,977,000, or
$0.19 per share (basic) and $0.11 per share (diluted).
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Consolidated Balance Sheet Information (in thousands):

April 30,
2008

October 31,
2007

Working capital $ 1,314 $ 3,863
Total assets 7,415 9,563
Total liabilities 4,558 7,396
Retained earnings 2,674 2,046
Stockholders’ equity 2,857 2,167

RISK FACTORS

An investment in our securities involves a high degree of risk. In determining whether to purchase our securities, you
should carefully consider all of the material risks described below, together with the other information contained in
this prospectus before making a decision to purchase our securities. You should only purchase our securities if you
can afford to suffer the loss of your entire investment.

Risks That Relate to our Business

Because our business is concentrated in the pharmaceutical industry in Puerto Rico, any changes in that industry
could impair our ability to generate business.

Since most of our business is performed in Puerto Rico for pharmaceutical, biotechnology, medical device and
chemical manufacturing companies, our ability to generate revenue and profit would be impaired by factors in Puerto
Rico for example changes in taxes, regulatory, political or economic conditions which discourage these businesses
from operating in Puerto Rico and changes in U.S. government regulations which affect the need for services such as
those provided by Pharma-PR.

Since our business is dependent to the development and enhancement of patented pharmaceutical products or
processes by our clients, the failure of our clients to obtain and maintain patents could impair our business.

Companies in the pharmaceutical industry are highly dependent on their ability to obtain and maintain patents for their
products or processes. We are aware of some pharmaceutical companies with operations in Puerto Rico whose patents
rights may expire in the near future. The inability to obtain new patents and the expiration of active patents may
reduce the need for our services and thereby impair our ability to operate profitably.

Because our business is dependent upon a small number of clients, the loss of a major client could impair our
ability to operate profitably.

Our business has been dependent upon a small number of clients. During the six months ended in April 30, 2008 and
2007, and the years ended October 31, 2007 and 2006, a very small number of clients accounted for a
disproportionately large percentage of our revenue. For the six-month periods ended in April 30, 2008 and 2007, four
customers accounted for approximately 65% of our revenue, in both periods. For the year ended October 31, 2007,
five customers accounted for approximately 66.7% of revenue. For the year ended October 31, 2006, four customers
accounted for approximately 73.0% of revenue. The loss of, or significant reduction in, the scope of work performed
for any major customer could impair our ability to operate profitably. We cannot assure we will not sustain significant
decreases in revenue from our major customers or that we will be able to replace any decline in revenue.
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We may be unable to pass on increased labor costs to our clients.

The principal components of our cost of revenues are employee compensation (salaries, wages, taxes and benefits) and
expenses relating to the performance of the services. We face increasing labor costs which we seek to pass on to our
customers through increases in our rates. To remain competitive, we may not be able to pass these cost increases to
our clients, and, to the extent that we are not able to pass these increases to our clients, our gross margin will be
reduced.

Our cash requirements include payments due from reverse merger transaction.

Pursuant to the merger agreement, we are still required to make a final payment of $2.75 million per our reverse
merger agreement due on January 25, 2009. This payment is not contingent upon our earnings, earnings before
interest, taxes, depreciation and amortization or any other financial criteria. We may not have resources, other than
from our operations, from which to make the payment and, even if we do have the available cash, our growth may be
impaired if we use our cash for that purpose.

Because the pharmaceutical industry is subject to government regulations, changes in government regulations
relating to this industry may affect the need for our services.

Because government regulations affect all aspects of the pharmaceutical, biotechnology, medical device and chemical
manufacturing industries, including regulations relating to the testing and manufacturing of pharmaceutical products
and the disposal of materials which are or may be considered toxic, any change in government regulations could have
a profound effect upon not only these companies but companies, such as ours, that provide services to these industries.
If we are not able to adapt and provide necessary services to meet the requirements of these companies in response to
changes in government regulations, our ability to generate business may be impaired.

The willingness of companies in the pharmaceutical and related industries to conduct business in Puerto Rico
could significantly impair our business by reducing the need for our services.

Since our business is conducted mainly in Puerto Rico, our ability to generate revenues and income is dependent upon
the willingness of our clients and potential clients to maintain or increase their operations in Puerto Rico. Our clients
may consider factors such as tax benefits, Puerto Rico’s economy, cost of doing business and other economic factors.

Changes in tax benefits may affect the willingness of companies to continue or expand their operations in Puerto
Rico.

Until 1996, the Internal Revenue Code provided certain tax benefits to pharmaceutical companies operating in Puerto
Rico by enabling their Puerto Rico operations to operate free from federal income taxes. Partly as a result of the tax
benefits, numerous pharmaceutical companies established facilities in Puerto Rico. In 1996, this tax benefit was
eliminated, although companies that had facilities in Puerto Rico could continue to receive these benefits for ten years,
at which time the benefits were set to expire. In order to promote business activities in Puerto Rico, the Puerto Rico
government enacted in May 2008 a tax incentive law (“Act 73”). Among others, Act 73 provides tax exemption from
various taxes, including income tax, and investment credits for activities similar to those of our customers and our
Company. The change in the tax laws may affect favorably or unfavorably the willingness of pharmaceutical
companies to continue or to expand their Puerto Rico operations. To the extent that pharmaceutical companies choose
to develop and manufacture products outside of Puerto Rico, our ability to generate new business may be impaired.

Puerto Rico’s economy, including its 2006 governmental financial crisis, may affect the willingness of businesses
to commence or expand operations in Puerto Rico.
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As a result of Puerto Rico’s 2006 governmental financial crisis, which resulted in the temporary closing of government
offices, businesses may be reluctant to commence or expand their operations in Puerto Rico. Further, since Puerto
Rico’s economy is petroleum-based, the high price of oil, combined with Puerto Rico’s high level of debt, may make
Puerto Rico a less attractive place to expand existing operations or commence new business activities. To the extent
that companies in the pharmaceutical and related industries decide not to commence new operations or not to expand
their existing operations in Puerto Rico, the market for our services may decline.
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Other factors, including economic factors, may affect the decision of businesses to continue or expand their
operations in Puerto Rico.

Companies in the pharmaceutical and related industries for which we perform service are subject to economic
pressures which affect their global operations and which may influence the decision to reduce or increase the scope of
their operations in Puerto Rico. These companies consider a wide range of factors in making such a decision, and may
be influences by a need to consolidate operations, to reduce expenses, to increase their business in geographical
regions where there are large customer bases, to tax, regulatory and political considerations and many other factors.
We can not assure you that our customers and potential customers will not make extensive reductions or terminate
their operations in Puerto Rico entirely, which could significantly impair our ability to generate revenue.

If we are unable to protect our clients’ intellectual property, our ability to generate business will be impaired.

Our services either require us to develop intellectual property for clients or provide our personnel with access to our
clients’ intellectual property. Because of the highly competitive nature of the pharmaceutical, biotechnology, medical
device and chemical manufacturing industries and the sensitivity of our clients’ intellectual property rights, our ability
to generate business would be impaired if we fail to protect those rights. Although all of our employees and
contractors are required to sign non-disclosure agreements, any disclosure of a client’s intellectual property by an
employee or contractor may subject us to litigation and may impair our ability to generate business either from the
affected client or other potential clients. In addition, we are required to enter into confidentiality agreements and our
failure to protect the confidential information of our clients may impair our business relationship.

We may be subject to liability if our services or solutions for our clients infringe upon the intellectual property
rights of others.

It is possible that in performing services for our clients, we may inadvertently infringe upon the intellectual property
rights of others. In such event, the owner of the intellectual property may commence litigation seeking damages and
an injunction against both us and our client, and the client may bring a claim against us. Any infringement litigation
would be costly, regardless of whether we ultimately prevail. Even if we prevail, we will incur significant expenses
and our reputation would be hurt, which would affect our ability to generate business and the terms on which we
would be engaged, if at all.

We may be held liable for the actions of our employees or contractors when on assignment.

We may be exposed to liability for actions taken by our employees or contractors while on assignment, such as
damages caused by their errors, misuse of client proprietary information or theft of client property. Due to the nature
of our assignments, we cannot assure you that we will not be exposed to liability as a result of our employees or
contractors being on assignment.

To the extent that we perform services pursuant to fixed-price or incentive-based contracts, our cost of services may
exceed our revenue on the contract.

Some of our revenue is derived from fixed price contracts. Our costs of services may exceed revenue of these
contracts if we do not accurately estimate the time and complexity of an engagement. Further, we are seeking
contracts by which our compensation is based on specified performance objectives, such as the realization of cost
savings, quality improvements or other performance objectives. Our failure to achieve these objectives would reduce
our revenue and could impair our ability to operate profitably.
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Our profit margin is largely a function of the rates we are able to charge and collect for our services and the utilization
rate of our professionals. Accordingly, if we are not able to maintain our pricing for our services or an appropriate
utilization rate for our professionals without corresponding cost reductions, our profit margin and profitability will
suffer. The rates we are able to charge for our services are affected by a number of factors, including:

· Our clients’ perception of our ability to add value through our services;

· Our ability to complete projects on time;

· Pricing policies of competitors;

· Our ability to accurately estimate, attain and sustain engagement revenues, margins and cash flows
over increasingly longer contract periods; and

· General economic and political conditions.
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