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Protea Biosciences Group (PRGB - $ 0.76)
Protea Enters Into Collaboration and Co-Marketing Agreement

Protea announced a collaboration and marketing agreement with InSphero AG to
combine LAESI 3D imaging capabilities with InSphero’s 3D microtissues.

 Combining Innovative Technologies. On July 9, 2014, Protea Biosciences
and InSphero AG announced a collaborative agreement utilizing their unique
3D technologies to create new products and services for use in
pharmaceutical and biotechnology research. Protea’s proprietary technology,
Laser Ablation Electrospray Ionization (LAESI) mass spectrometry with
molecular visualization capabilities and bioinformatics, delivers molecular
intelligence solutions that improve outcomes in the fields of preclinical drug
discovery, biomarker discovery and ultimately clinical medicine. LAESI also
provides 2D and 3D imaging data, showing the distribution of biomolecules
across tissue sections and single cells. Three-dimensional imaging of
molecular distributions offers insight into the correlation between
biochemical processes and the spatial organization of a biological tissue. The
collaboration will pair LAESI with InSphero’s 3D InSight microtissues,
which are designed to reflect the native cell composition of organs including
the liver, pancreas, and brain, as well as tumor composition. Combining these
two unique technologies introduces additional opportunity for Protea to offer
first-in-class products and services and expand its position in mass spec
imaging, in our opinion.

 New Potential Revenue Stream. The potential revenue from the InSphero
collaboration was not expected and could produce upside to our revenue
estimates. We project the companies will publish data in 3Q14 to potentially
support marketing efforts later in the year. We do not expect any revenue to
be generated until at least 1Q15 from this effort. We believe the co-marketing
effort of the two companies will improve the visibility of the LAESI and
Protea’s service capabilities. Additionally, as this is a non-exclusive
agreement, we believe Protea could sign a similar collaboration deal at some
point with Organovo, which could improve that company’s 3D tissue
bioprinting capabilities.

 Maintaining BUY Rating and Price Target. We are maintaining our BUY
rating and $4.50 price target. We forecast sales will grow from $1.2 million in
2013 to $13.2 million in 2016 and over $100 million by 2020, an impressive
revenue CAGR of 88.2% out to 2020. Our price target of $4.50 is based on
7.0x on the net present value of our revenue estimates.
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(Dec) 1Q 2Q 3Q 4Q FY P/E
FY_15E -0.03 -0.03 -0.03 -0.02 -0.11 NM
FY_14E -0.04A -0.04 -0.04 -0.04 -0.16 NM
FY_13A -0.08 -0.07 -0.06 -0.05 -0.25 NM
FY_12A -0.11 -0.09 -0.08 -0.06 -0.33 NM

Source: Laidlaw & Company estimates



July 11, 2014
Laidlaw & Company

Est. 1842

Protea Biosciences Group Page 2 of 6 Edward White
ewhite@laidlawltd.com

Risks to Owning the Stock
As with all medical technology companies, many factors can impact operating
results including but not limited to changes in government regulations and
oversight, product development failures and delays, litigation outcomes,
competitive launches, and product recalls. The mass spectrometry molecular
imaging market is highly concentrated and competitive. Current and potential
competitors have significant resources to aggressively promote their products.
Most of these companies have more resources than Protea. Competitors could
develop technologies and products that are more effective, easier to use, or less
expensive than LAESI as well as utilize existing sales channels to market their
products to a wider base of customers. Large competitors in the mass
spectrometry market include Agilent Technologies, AB SIEX (Danaher Corp.
subsidiary), Bruker, Thermo Scientific, and Waters Corporation. A large
majority of the revenue generated in the global mass spectrometry market is
concentrated among five key competitors. The company’s services unit may
require significant future capital expenditures for equipment necessary to remain
competitive. In addition, the company’s services has competition from multiple
sources including DNA sequencing solutions providers, traditional mass
spectrometry imaging, and molecular imaging services providers.
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Figure 1: Income Statement

Source: Bloomberg LP; Company reports; Laidlaw & Company estimates

FY 2013 FY 2014E FY 2015E
PROTEA BIOSCIENCES GROUP, INC. Q1_13 Q2_13 Q3_13 Q4_13 Q1_14 Q2_14E Q3_14E Q4_14E Q1_15E Q2_15E Q3_15E Q4_15E FY_11 FY_12 FY_13 FY_14E FY_15E FY_16E
Income Statement (000s, except per share data) Mar Jun Sept Dec Mar Jun Sept Dec Mar Jun Sept Dec Dec Dec Dec Dec Dec Dec

_ _
Revenue 481.6 278.0 178.5 285.4 468.1 625.0 785.0 1,160.3 1,315.8 1,571.6 1,602.6 2,234.0 713.0 834.3 1,223.5 3,038.4 6,724.0 13,161.3
Operating expenses:

Cost of good sold - - - - - 167.3 238.9 324.0 336.0 386.5 381.0 561.0 - - - 730.2 1,664.5 2,655.0

Gross Profit 481.6 278.0 178.5 285.4 468.1 457.8 546.1 836.3 979.8 1,185.1 1,221.6 1,673.0 713.0 834.3 1,223.5 2,308.2 5,059.5 10,506.3

Selling, general and administrative (includes COGS in actuals) 2,047.6 2,023.6 1,943.8 2,760.4 2,353.4 2,486.1 2,521.3 2,952.9 2,615.9 2,748.6 2,783.8 3,190.4 5,246.0 5,218.8 8,775.5 10,313.8 11,338.8 12,147.2
Research and development 863.6 844.5 658.9 405.9 722.0 745.0 750.0 750.0 750.0 750.0 750.0 750.0 6,242.9 4,595.8 2,772.9 2,967.0 3,000.0 3,150.0
Depreciation and amortization - - - - -

Total Operating Expenses 2,911.2 2,868.2 2,602.7 3,166.3 3,075.4 3,231.1 3,271.3 3,702.9 3,365.9 3,498.6 3,533.8 3,940.4 11,488.8 9,814.6 11,548.4 13,280.7 14,338.8 15,297.2
Operating Income/(loss) (2,429.6) (2,590.2) (2,424.2) (2,880.9) (2,607.3) (2,606.1) (2,486.3) (2,542.6) (2,050.2) (1,927.1) (1,931.2) (1,706.4) (10,775.8) (8,980.3) (10,324.9) (10,242.4) (7,614.8) (2,135.9)

Other Income:
Interest and exchange income (expense) (2.2) 8.6 0.6 6.1 0.2 0.1 0.1 0.1 0.1 0.1 0.2 0.2 8.1 (8.7) 13.1 0.6 0.6 0.9
Interest expense (158.3) (174.6) (131.3) (282.1) (166.2) (166.2) (166.2) (166.2) (166.2) (166.2) (166.2) (166.2) (729.6) (541.8) (746.2) (664.7) (664.7) (664.7)
Debt Conversion cost - - - (724.6) - - - - - - - - (724.6) - - -
Gain on debt settlement - - - - - - - - - - - - - - 0.0 - - -
Loss on asset disposal (15.8) - - 0.7 (24.8) - - - - - - - - (0.4) (15.1) (24.8) - -
Derivative income - - - 380.0 65.9 - - - - - - - - - 380.0 65.9 - -
Other - - - - (124.8) - - - - - - - - - - (124.8) - -

Income (loss) before provision for income taxes (2,605.8) (2,756.1) (2,554.9) (2,776.2) (2,857.0) (2,772.1) (2,652.3) (2,708.7) (2,216.2) (2,093.2) (2,097.1) (1,872.3) (11,497.3) (9,531.3) (11,417.7) (10,990.1) (8,278.9) (2,799.7)

Tax: (%) non-GAAP 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0
Income tax - - - - - - - - - - - - - - - - - -

Net income (loss) (2,605.8) (2,756.1) (2,554.9) (2,776.2) (2,857.0) (2,772.1) (2,652.3) (2,708.7) (2,216.2) (2,093.2) (2,097.1) (1,872.3) (11,497.3) (9,531.3) (11,417.7) (10,990.1) (8,278.9) (2,799.7)
Foreign currency translation adjustment (11.5) 12.2 5.8 23.1 0.8 - - - 0.8 - - - 18.6 (21.2) 29.6 0.8 - -
Total Comprehensive Loss (2,617.3) (2,743.9) (2,549.1) (2,753.1) (2,856.2) (2,772.1) (2,652.3) (2,708.7) (2,215.5) (2,093.2) (2,097.1) (1,872.3) (11,478.7) (9,552.5) (11,388.1) (10,989.4) (8,278.9) (2,799.7)

Diluted EPS (GAAP) (0.08) (0.07) (0.06) (0.05) (0.04) (0.04) (0.04) (0.04) (0.03) (0.03) (0.03) (0.02) (0.55) (0.33) (0.25) (0.16) (0.11) (0.04)

Weighted Diluted Shares outstanding 34,517.6 40,866.2 43,952.0 54,152.8 65,455.8 65,455.8 65,455.8 75,455.8 75,455.8 75,455.8 75,455.8 78,789.1 20,925.5 28,953.1 45,044.6 67,955.8 76,289.1 77,539.1
Weighted Diluted Shares YOY change (%) 26.2% 45.5% 50.3% 74.0% 89.6% 60.2% 48.9% 39.3% 15.3% 15.3% 15.3% 4.4% 38.4% 55.6% 50.9% 12.3% 1.6%
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DISCLOSURES:
ANALYST CERTIFICATION
The analyst responsible for the content of this report hereby certifies that the views expressed regarding the company or companies and their securities accurately
represent his personal views and that no direct or indirect compensation is to be received by the analyst for any specific recommendation or views contained in this
report.  Neither the author of this report nor any member of his immediate family or household maintains a position in the securities mentioned in this report.

EQUITY DISCLOSURES
For the purpose of ratings distributions, regulatory rules require the firm to assign ratings to one of three rating categories (i.e. Strong Buy/Buy-Overweight, Hold, or
Underweight/Sell) regardless of a firm's own rating categories.  Although the firm’s ratings of Buy/Overweight, Hold, or Underweight/Sell most closely correspond to
Buy, Hold and Sell, respectively, the meanings are not the same because our ratings are determined on a relative basis against the analyst sector universe of stocks.  An
analyst's coverage sector is comprised of companies that are engaged in similar business or share similar operating characteristics as the subject company.  The analysis
sector universe is a sub-sector to the analyst's coverage sector, and is compiled to assist the analyst in determining relative valuations of subject companies.  The
composition of an analyst's sector universe is subject to change over time as various factors, including changing market conditions occur.  Accordingly, the rating
assigned to a particular stock represents solely the analyst's view of how that stock will perform over the next 12-months relative to the analyst's sector universe.

Additional information available upon request.

‡ Laidlaw & Company has received compensation from the subject company for investment banking services in the past 12 months and expects to receive or intends to
seek compensation for investment banking services from the company in the next three months.

RATINGS INFORMATION
Rating and Price Target Change History

Source: Laidlaw & Company Created by: Blue-Compass.net

3 Year Rating Change History

3 Year Price Change History

Laidlaw & Company Rating System*
% of Companies
Under Coverage
With This Rating

% of Companies for which Laidlaw & Company
has performed services for in the last 12 months

Investment Banking Brokerage

Strong Buy
(SB)

Expected to significantly outperform the sector over 12
months. 0.00% 0.00% 0.00%

Buy (B) Expected to outperform the sector average over 12 months. 94.12% 35.29% 11.76%

Hold (H)
Expected returns to be in line with the sector average over 12
months. 5.88% 0.00% 0.00%

Sell (S)
Returns expected to significantly underperform the sector
average over 12 months. 0.00% 0.00% 0.00%

ADDITIONAL COMPANIES MENTIONED
Agilent Technologies (A, Not Rated)
Bruker Corporation (BRKR, Not Rated)
Danaher Corporation (DHR, Not Rated)
Organovo Holdings, Inc. (ONVO, Not Rated)
Thermo Fisher Scientific Inc. (TMO, Not Rated)
Waters Corp. (WAT, Not Rated)
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ADDITIONAL DISCLOSURES
As of the date of this report, neither the author of this report nor any member of his immediate family or household maintains an ownership position in the securities of
the company (ies) mentioned in this report.

This report does not provide individually tailored investment advice and has been prepared without regard to the individual financial circumstances and objectives of
persons who receive it. Laidlaw & Co (UK), Ltd. recommends that investors independently evaluate particular investments and strategies, and encourages investors to
seek the advice of a financial adviser.  The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities, instruments, or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible to purchase or participate
in some or all of them.  This report is not an offer to buy or sell or the solicitation of an offer to buy or sell any security/instrument or to participate in any particular
trading strategy.

Associated persons of Laidlaw & Co (UK), Ltd not involved in the preparation of this report may have investments in securities/instruments or derivatives of
securities/instruments of companies mentioned herein and may trade them in ways different from those discussed in this report.  While Laidlaw & Co (UK), Ltd.,
prohibits analysts from receiving any compensation. Bonus or incentive based on specific recommendations for, or view of, a particular company, investors should be
aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of interest.

With the exception of information regarding Laidlaw & Co (UK), Ltd. this report is based on public information.  Laidlaw & Co (UK), Ltd makes every effort to use
reliable, comprehensive information, but we make no representation that it is accurate or complete and it should not be relied upon as such.  Any opinions expressed are
subject to change and Laidlaw & Co (UK), Ltd disclaims any obligation to advise you of changes in opinions or information or any discontinuation of coverage of a
subject company.  Facts and views presented in this report have not been reviewed by, and may not reflect information known to, professionals in other Laidlaw & Co
(UK), Ltd business areas.  Laidlaw & Co (UK), Ltd associated persons conduct site visits from time to time but are prohibited from accepting payment or
reimbursement by the company of travel expenses for such visits.  The value of and income from your investments may vary because of changes in interest rates,
foreign exchange rates, default rates, prepayment rates, securities/instruments prices. market indexes, operational or financial conditions of companies or other factors.
There may be time limitations on the exercise of options or other rights in securities/instruments transactions.  Past performance is not necessarily a guide to future
performance.  Estimates of future performance are based on assumptions that may not be realized.  If provided, and unless otherwise stated, the closing price on the
cover page is that of the primary exchange for the subject company's securities/instruments.

Any trademarks and service marks contained in this report are the property of their respective owners. Third-party data providers make no warranties or representations
of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability for any damages of any kind relating to such data.
This report or any portion thereof may not be reprinted, sold or redistributed without the written consent of Laidlaw & Co (UK), Ltd.  This report is disseminated and
available primarily electronically, and, in some cases, in printed form.

The information and opinions in this report were prepared by Laidlaw & Co (UK), Ltd.  For important disclosures, please see Laidlaw & Co (UK), Ltd.’s disclosure
website at www.Laidlawltd.com, or contact your investment representative or Laidlaw & Co (UK), Ltd at 546 Fifth Ave, 5th Floor, New York, NY 10036 USA.

© 2014 Laidlaw & Co. (UK), Ltd.
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