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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 September 30, 2008
OR

|_] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15¢) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number 000-32849

PROTEQ, INC.

(EXACT NAME OF REGISTRANT AS SPECIFIED IN ITS CHARER)

NEVADA 88-0292249
(STATE“(-DE OTHER JURISDICTION OF (I.E-.-S—t-l-:_-l—\/IPLOYER
INCORPORATION OR ORGANIZATION) IDENTIFICATION NO.)
2102 BUSINESS CENTER DRIVE, IRVINE, CALIFORNIA 92612
(ADDRESS OF PRINCIPAL EXECUTIVE OFFICES) (Z_-II_D_-CODE)

(949) 253-4616

(Registrant's telephone number, inclu ding area code)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports); and (2) has been
subject to such filing requirements for the pastlags. Yes |X| No |_|.

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See definition of "an accelerated fillgfge accelerated filer" and "smaller reportingngany" in Rule 12[2 of the Exchange Ac
(Check one)

Large accelerated filer |_| Accelerated filer |_|

Non-accelerated filer |_| Smaller reporting comparjy |X

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantskell company (as defined in Rule -2 of the Exchange Act). Yes |_| No |



Indicate the number of shares outstanding of e&tfedssuer's classes of common stock, as ofdiest practicable date.

CLASS NUMBER OF SH ARES OUTSTANDING
Common Stock, $0.001 par value 23,879,350 shares of common stock as of
October 31, 2 008
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PROTEOQO, INC. AND
(A DEVELOPMENT ST
CONDENSED CONSOLIDATE

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Research supplies inventory
Prepaid expenses and other current assets

PROPERTY AND EQUIPMENT, NET

Total Assets

LIABILITIES AND STOCK

CURRENT LIABILITIES

Accounts payable and accrued liabilities
Accrued licensing fees

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY

Non-voting preferred stock, par value $0.0
10,000,000 shares authorized; 600
Issued and outstanding (Liquidati
see Note 2)

Common stock, par value $0.001 per share;
shares authorized; 23,879,350 sha
outstanding

Additional paid-in capital

Note receivable for sale of preferred stoc

Accumulated other comprehensive income

Deficit accumulated during development sta

Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

SEE ACCOMPANYING NOTES TO THESE CONDENSE

3

SUBSIDIARY
AGE COMPANY)
D BALANCE SHEETS

September 30, December 31,
2008 2007

(Unaudited)

$ 1,474,938 $ 802,745
125,747 127,557
35,796 80,542

1,636,481 1,010,844

286,076 376,542

$ 1,922,557 $ 1,387,386

HOLDERS' EQUITY

$ 53436 $ 123,518
910,287 927,900

963,723 1,051,418

01 per share;
,000 shares
on preference:

600 -
300,000,000
res issued and
23,880 23,880
8,567,634 4,968,234

k (2,328,008) -

343,721 370,378
ge (5,648,993) (5,026,524)

958,834 335,968

$ 1,922,557 $ 1,387,386

D CONSOLIDATED FINANCIAL STATEMENTS



CONDENSED

FOR THE THREE-MONTH
AND FOR THE PERIOD FROM

THREE-M
ENDE
SEPTEMB
200
REVENUES $
EXPENSES
General and Administrative 10
Research and Development, net of grants 12
22

NET LOSS BEFORE MINORITY INTEREST

MINORITY INTEREST IN NET LOSS OF
CONSOLIDATED SUBSIDIARY, NET OF TAXES

NET LOSS AVAILABLE TO COMMON

STOCKHOLDERS (11
FOREIGN CURRENCY TRANSLATION

ADJUSTMENTS 17
COMPREHENSIVE LOSS $ (28

BASIC AND DILUTED LOSS PER
COMMON SHARE $

WEIGHTED AVERAGE NUMBER OF COMMON
SHARES OUTSTANDING 23,87

SEE ACCOMPANYING NOTES

PROTEOQO, INC. AND SUBSIDIARY

(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE LOSS

AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2008 AND 2007
NOVEMBER 22, 2000 (INCEPTION) THROUGH SEPTEMBER 30 , 2008

UNAUDITED

ONTHS THREE-MONTHS NINE-MONTHS  NINE-MONT HS

D ENDED ENDED ENDED
ER 30, SEPTEMBER 30, SEPTEMBER 30, SEPTEMBER 30,
8 2007 2008 2007

-~ $ - % -3 -
0,363 58,221 315,420 193,6 78
4,844 43,641 371,494 103,3 64
5,207 101,862 686,914 297,0 42
3,767 55,528 64,446 427 40
1,440)  (46,334)  (622,468)  (254,3 02)

- - - 3,9 48
1,440)  (46,334)  (622,468)  (250,3 54)
0,132) 45,006 (26,657) 64,8 13
1,572) $ (1,328) $ (649,125) $ (1855 41)
(001) $ (0.00) $ (0.03) $ (0. 01)
9,350 23,879,350 23,879,350 23,879,3 50

TO THESE CONDENSED CONSOLIDATED FINANCIAL STATEMENST

NOVEMBER 22
2000
(INCEPTION)
THROUGH
SEPTEMBER 30
2008

1,987,758

(5,648,993)

343,721

$ (5,305,272)



PROTEOQO, INC. AND
(A DEVELOPMENT ST
CONDENSED CONSOLIDATED STA
FOR THE NINE-MONTH PERIODS ENDED SE
FOR THE PERIOD FROM NOVEMBER 22, 2000 (IN
UNAUDIT

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash used
operating activities:
Depreciation
Loss on disposal of property and equipment
Unrealized foreign currency transaction (gain)!
Changes in operating assets and liabilities:
Research supplies inventory
Prepaid expenses and other current assets
Accounts payable and accrued liabilities
Accrued licensing fees

NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property and equipment
Cash of reorganized entity

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of common stock
Proceeds from subscribed common stock
Proceeds from issuance of preferred stock

NET CASH PROVIDED BY FINANCING ACTIVITIES

EFFECT OF FOREIGN CURRENCY EXCHANGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - beginning

of period

CASH AND CASH EQUIVALENTS - end of
period

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING

AND FINANCING ACTIVITIES
Common stock issued for subscription receivable
Net assets (excluding cash) of reorganized entity

received in exchange for equity securities

Unpaid balance of note receivable for issuance
of preferred stock

SEE ACCOMPANYING NOTES TO THESE CONDENSED

SUBSIDIARY

AGE COMPANY)

TEMENTS OF CASH FLOWS

PTEMBER 30, 2008 AND 2007, AND
CEPTION) THROUGH SEPTEMBER 30, 2008
ED

NOVEMBER 22,
2000
NINE-MONTHS NINE-MONTHS (INCEPTION)
ENDED ENDED THROUGH
SEPTEMBER 30, SEPTEMBER 30, SEPTEMBER 30,
2008 2007 2008

$ (622,468) $ (250,354) $(5,648,993)
in

45,950 40,655 321,349
- 3,723 4518
oss  (18,453) 71,000 206,634

(647) -~ (139,099)
45538  (16,044)  (25,161)
(71,375) 983 13,617
- -~ 702,813

(621,455)  (150,037) (4,564,322)

(4,884)  (1,197)  (612,906)
- - 27,628

(4,884)  (1,197) (585,268)

-- - 1,792,610
- 323,339 3,190,995
1,271,992 - 1,271,992

1,271,992 323,339 6,255,597

26,540 27,451 368,931

672,193 199,556 1,474,938

802,745 269,482 -

$1,474,938 $ 469,038 $1,474,938

$ - $ - $1,627,755
$ - $ - $ 8,509
$2,328,008 $ - $2,328,008

CONSOLIDATED FINANCIAL STATEMENTS.



PROTEO, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
SEPTEMBER 30, 2008 (UNAUDITED)

1. NATURE OF BUSINESS AND BASIS OF PRESENTATION
BASIS OF PRESENTATION

The accompanying interim condensed consolidatethfiial statements as of September 30, 2008, fahthe-months and nineenths ende
September 30, 2008 and 2007 and for the period Morember 22, 2000 (Inception) through SeptembefB808 have been prepared by
management pursuant to the rules and regulatiotiteedbecurities and Exchange Commission ("SEC")nferim financial reporting. These
interim condensed consolidated financial statemar@sinaudited and, in the opinion of managemealyde all adjustments (consisting only
of normal recurring adjustments and accruals exiteghe sale/issuance of preferred stock desciiibd&tbte 2) necessary to present fairly the
financial condition, results of operations and cislvs of Proteo, Inc. and its wholly owned subaigli(hereinafter collectively referred to as
the "Company")as of and for the periods presemextcordance with accounting principles generaltyegted in the United States of Ame
("GAAP"). Operating results for the three-monthd ame-months ended September 30, 2008 are nossexdlg indicative of the results that
may be expected for the year ending December 318 @0for any other interim period during such ye&a&rtain information and footnote
disclosures normally included in financial statetsgirepared in accordance with GAAP have been editt accordance with the rules and
regulations of the SEC. The accompanying finarstaiements should be read in conjunction with tiitad consolidated financial
statements and notes thereto contained in the QuyigpAnnual Report on Form 10-KSB for the fiscahlyended December 31, 2007 filed
with the SEC on April 14, 2008.

NATURE OF BUSINESS

The Company intends to develop, manufacture, prerantl market pharmaceuticals and other biotechuptedThe Company is focused on
the development of pharmaceuticals based on thehyamotein Elafin which naturally occurs in hum&mslungs, and mammary glands. -
Company believes Elafin may be useful in the trestinof cardiac infarction, serious injuries caubgdccidents, post surgery damage to
tissue and complications resulting from organ fpargtations.

Proteo, Inc.'s common stock is currently quotedhenOTC Bulletin Board of the National AssociatiminSecurities Dealers under the symbol
"PTEO".

Since its inception, the Company has primarily beregaged in the research and development of ifwiptary product Elafin. Once the
research and development phase is complete, th@&uonintends to manufacture and seek the variousrgmental regulatory approvals for
the marketing of Elafin. Management believes thwatenof its planned products will produce sufficiestenues in the near future. As a result,
the Company plans to identify and develop otheepiidl products. There are no assurances, howthatthe Company will be able to
develop such products, or if produced, that thdl/lwei accepted in the marketplace.

DEVELOPMENT STAGE AND GOING CONCERN CONSIDERATIONS

The Company has been in the development stage isinegan operations on November 22, 2000, andhbagenerated any significant
revenues from operations. There is no assuranaryofuture revenues. The Company will require safisl additional funding for
continuing research and development, obtaininglaégry approvals and for the commercializationtsfgroduct. There can be no assurance
that the Company will be able to obtain sufficiadtitional funds when needed, or that such furids/dilable, will be obtainable on terms
satisfactory to the Company.

Management has taken action to address these sattezy include:

o Retention of experienced management personnelpaiticular skills in the commercialization of fygzroducts.
o Attainment of technology to develop additionaltbch products.
o Raising additional funds through the sale of @efut/or equity securities.

The products that the Company is developing arsidered drugs or biologics, and hence are govdrgetle Federal Food, Drug and
Cosmetics Act (in the United States) and the ragula of State and various foreign government aigsnd@he Company's proposed
pharmaceutical products to be used by humans ajectuo certain clearance procedures administeyatie above regulatory agencies.

6



PROTEO, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
SEPTEMBER 30, 2008 (UNAUDITED)

Management plans to generate revenues from predied, but there is no commitment by any persanguichase of any of the proposed
products. In the absence of significant sales aafitp, the Company may seek to raise funds to teéiture working capital requirements
through the additional sales of debt and/or ecgétyurities. There is no assurance that the Compdilye able to obtain sufficient additional
funds when needed, or that such funds, if availatilebe obtainable on terms satisfactory to th@pany.

These circumstances, among others, raise condeous éthe Company's ability to continue as a goimgcern. The accompanying condensed
consolidated financial statements do not includeadjustments that might result from the outcomthisf uncertainty.

CONCENTRATIONS

The Company maintains substantially all of its casbank accounts at a German private commercigk.bBhe Company's bank accounts at
this financial institution are presently protectsdthe voluntary "Deposit Protection Fund Of Thei@an Private Commercial Banks". As
such, the Company's bank is a member of this depastiection fund. The Company has not experiermegdosses in these accounts.

The Company's research and development activitidsreost of its assets are located in Germany. Tdregany's operations are subject to
various political, economic, and other risks andartainties inherent in Germany and the Europeannn

OTHER RISKS AND UNCERTAINTIES

Proteo, Inc.'s line of future pharmaceutical pradieing developed by its German subsidiary arsidened drugs or biologics, and as such
are governed by the Federal Food, Drug and Cossn&tit(in the United States) and by the regulatioinstate agencies and various foreign
government agencies. There can be no assurant¢gései@ompany will obtain the regulatory approvalguired to market its products. The
Company has no experience in obtaining regulat@grance on these types of products. ThereforeCtimpany will be subject to the risks
delays in obtaining or failing to obtain regulata@igarance and other uncertainties, including firelnoperational, technological, regulatory
and other risks associated with an emerging busjmesduding the potential risk of business failure

As substantially all of the Company's operatiorsiarGermany, the Company is exposed to risksaelet fluctuations in foreign currency
exchange rates. Management does not utilize der@vatstruments to hedge against such exposure.

PRINCIPLES OF CONSOLIDATION

The condensed consolidated financial statements begn prepared in accordance with GAAP and indluel@ccounts of Proteo, Inc. and
Proteo Biotech AG, its wholly owned subsidiary. sijnificant intercompany accounts and transacti@awe been eliminated in consolidati

SIGNIFICANT RECENT ACCOUNTING PRONOUNCEMENTS

In the opinion of management, neither the Finan&@ounting Standards Board, its Emerging Issuek Farce, the American Institute of
Certified Public Accountants, nor the SEC havedsisany accounting pronouncements since the Confgladyts December 31, 2007 Form
10-KSB that are expected to have a material impatche Company's future consolidated financiakstants.

The recent accounting pronouncements discussé indtes to the Company's December 31, 2007 auzhtezblidated financial statements,
filed previously with the SEC in Form 10-KSB thagéme required to be adopted during the year endexemBber 31, 2008 did not have or are
not expected to have a significant impact on then@any's 2008 consolidated financial statements.

7



PROTEO, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
SEPTEMBER 30, 2008 (UNAUDITED)

2. STOCK SUBSCRIPTIONS RECEIVABLE AND OTHER EQUITVRANSACTIONS

During the nine-month periods ended September @08 2nd 2007 the Company received payments of ajppately $1,272,000 for
preferred stock and $323,000 for common stock,aesgely, in connection with the issuance of prefdrstock and collections of a common
stock subscriptions receivable.

In March 2008, the Company received 300,000 Eu$484,000)("Deposit") from FIDEsprit AG ("FIDEsprjt“a Swiss corporation, as a
deposit for a capital stock subscription. On Jun20®8, the Company's Board of Directors authorthedssuance of up to 750,000 shares of
non-voting Series A Preferred Stock ("Series A Btpwith a par value of $0.001 per share. On Juri2098, the Company entered into a
Preferred Stock Purchase Agreement ("Stock Purchgssement") with FIDEsprit. Pursuant to the Stéekchase Agreement, the Company
sold and issued to FIDEsprit 600,000 shares oeSekiStock at a price of $6.00 per share, for aneagate price of $3,600,000 ("Purchase
Price"). In payment of the Purchase Price, FIDBESJ#iivered to the Company a promissory note inatmeunt of $3,600,000. The
promissory note matures on March 31, 2009. Schdduiacipal payments have been paid or are duellas\k: (i) the excess of the first
installment ($900,000) over the Deposit was paidnugxecution of the Stock Purchase Agreementh@)econd installment, in the amount
of $450,000, was due on or before August 30, 2(Bthe third installment, in the amount of $9000, is due on or before November 30,
2008, and (iv) the final installment, in the amoah$1,350,000, is due on or before March 31, 200@ promissory note bears interest at
10% per annum only on any unpaid principal balafter March 31, 2009 or upon any default event.imuthe quarter ended June 30, 2008,
the Company applied the Deposit against the PuecBase and received approximately $662,000 incigpad payments for the promissory
note. During the quarter ended September 30, 2808 bmpany received approximately $139,000 in gaigpayments for the promissory
note. The unpaid principal balance of the Seri€d@ck Note receivable as of September 30, 2008appated $2,328,000 which included
approximately $78,000 that was due on or beforeuati§0, 2008. The $78,000 was received in Octod882The Series A Stock Note
receivable is reported as a reduction of stockheld=uity at September 30, 2008.

Holders of Series A Stock are entitled to receinafgrential dividends, if and when declared, atgbeshare rate of twice the per share
amount of any cash or non-cash dividend distribtdetblders of the Company's common stock. If nadéind is distributed to common
stockholders, the holders of the outstanding shafr&gries A Stock are entitled to an annual stticklend payable at the rate of one share of
Series A Stock for each twenty shares of SeriesogkSowned by each holder of Series A Stock. Thmuahstock dividend shall be paid on
June 30 commencing in 2009 and no stock divideriti®&vpaid after December 31, 2011. In the evhat€ompany shall enter into any
transaction in which the shares of common stocleachanged into other stock or securities, eachegbfaSeries A Stock shall automatically
be exchanged or converted into the same securiyate per share equal to 1.5 times the ratehyaee shat the common stock is exchanged
for. Upon liquidation, holders of Series A Stock antitled to receive a per share cash distribwggural to twice the rate of the per share cash
distribution, if any, to the holders of common &oc

FIDEsprit and the Company have one director in commvho is also a shareholder of the Company.

There were no issuances of common stock duringitfeemonth period ended September 30, 2008, nar hay stock options been granted
from inception to date.



PROTEO, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
SEPTEMBER 30, 2008 (UNAUDITED)

3. LOSS PER COMMON SHARE

The Company computes loss per common share usatgnsnt of Financial Accounting Standards ("SFA®S) 128, "EARNINGS PER
SHARE." Basic loss per common share is computeddan the weighted average number of shares odistafor the period. Diluted loss
per common share is computed by dividing net Igsthe weighted average shares outstanding assuaflididutive potential common shares
were issued. There were no dilutive potential comisizares outstanding at September 30, 2008 or 2@Riitionally, there were no
adjustments to net loss to determine net lossahlailto common shareholders. As such, basic antediloss per common share equals net
loss, as reported, divided by the weighted avecagemon shares outstanding for the respective period

4. FOREIGN CURRENCY TRANSLATION

Assets and liabilities of the Company's German aij@ns are translated from Euros (the functionatency) into U.S. dollars (the reporting
currency) at period-end exchange rates; equitysérations are translated at historical rates; aadtgeceipts, income and expenses are
translated at weighted average exchange ratebdqudriod. Net foreign currency exchange gaingssds resulting from such translations are
excluded from the results of operations but artighed in other comprehensive income and accumulatadgeparate component of
stockholders' equity. Accumulated comprehensivenme related to these items approximated $344,08@ptember 30, 2008 and $370,000
at December 31, 2007.

5. FOREIGN CURRENCY TRANSACTIONS

The Company records payables related to a ceitainding agreement in accordance with SFAS No'B2REIGN CURRENCY
TRANSLATION." Quarterly commitments under such agnent are denominated in Euros. For each repgrgnigd, the Company transla
the quarterly amount to U.S. dollars at the excbaage effective on that date. If the exchangechsmges between when the liability is
incurred and the time payment is made, a foreigmamnge gain or loss results. The Company has magayments under this licensing
agreement during the nine-month periods ended Béete30, 2008 and 2007, and, therefore, has nlizedaany significant foreign currency
exchanges gains or losses during these periods.

Additionally, the Company computes a foreign exgjeagain or loss at each balance sheet date oecalided transactions denominated in
foreign currencies that have not been settled.ditherence between the exchange rate that could baen used to settle the transaction on
the date it occurred and the exchange rate atalamte sheet date is the unrealized gain or l@gsgtturrently recognized. The Company
recorded unrealized foreign currency transacti@in@ and losses of approximately ($18,000) anddRL respectively, for the nine-months
ended September 30, 2008 and 2007, respectivelghwahne included in interest and other income emdahcompanying condensed
consolidated statements of operations and compsaleloss.

6. SEGMENTS OF AN ENTERPRISE AND RELATED INFORMATND

SFAS No. 131, "DISCLOSURES ABOUT SEGMENTS OF AN HRRPRISE AND RELATED INFORMATION," establishes stamds for
how public companies report information about segimef their business in their annual financiatestzents and requires them to disclose
selected segment information in their quarterlorépissued to shareholders. It also requiresyewtiie disclosures about the products and
services an entity provides, the countries in wliti¢tolds material assets and reports materialmees and its major customers. The Company
considers itself to operate in one segment anchblagenerated any significant operating revenugsests inception. All of the Company's
property and equipment are located in Germany.

7. GRANTS

In May 2004, the German state of Schleswig-Holstganted Proteo Biotech AG approximately 760,0000E(the "Grant") for further
research and development of the Company's phartiealguroduct Elafin. The Grant, as amended, cotlegeriod from April 1, 2004 to
December 31, 2007 if certain milestones have beached by September 30 of each year, with a pessibénsion as defined in the
agreement. The Grant covers approximately 50%igibéd research and development costs and is stigjeélse Company's ability to

otherwise finance the remaining costs. An additieoadition of the Grant is that the product issodeveloped and subsequently produced in
Schleswig-Holstein.



PROTEO, INC. AND SUBSIDIARY
(A DEVELOPMENT STAGE COMPANY)

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS
SEPTEMBER 30, 2008 (UNAUDITED)

The Company qualified to receive approximately 20@,Euros and 225,000 Euros (approximately $320e0@0$298,000, respectively) of
the Grant in 2007 and 2006, respectively. Granti$uapproximating 196,000 Euros and 225,000 Eumgsréximately $289,000 and
$298,000, respectively) have been received (or @weeeat December 31, 2007) and have been repatadeauction of research and
development expenses for the years ended Decerhipb20@7 and 2006, respectively. The remaining ZLB@ros (approximately $27,000)
expired as of December 31, 2007 and were forfe@ent funds approximating 0 and 112,000 Eurosaf#0$151,000, respectively) during
the nine-month periods ended September 30, 2002@0id, respectively, have been reported as a rieduct research and development
expenses.

8. DR. WIEDOW LICENSE AGREEMENT

On December 30, 2000, the Company entered intotg-frear license agreement, beginning Januan@@12with Dr. Oliver Wiedow, MD,

the owner and inventor of several patents, patghts and technologies related to Elafin. In exgjeafor an exclusive worldwide license for
the intellectual property, the Company agreed topa Wiedow a licensing fee of 110,000 Euros peairyfor six years for a total obligation
of 660,000 Euros. Such licensing fees shall beaediby payments to Dr. Wiedow during such termafoy royalties and for 50% of any
salary. Royalties are to be paid quarterly to Dired®@w for the term of the agreement in the amotithr@e percent of gross revenues earned
from the sale of products based on the licensdthtdogy. Dr. Wiedow has not been paid any salargesexecution of the agreement.

During 2004, the licensing agreement was amendeghaire payments of 30,000 Euros on July 15 ofigaar, beginning on July 15, 2004.
Such amount can be increased in calendar 2005hangktfter to 110,000 Euros by June 1 of each ye&sedon an assessment of the
Company's financial ability to make such paymente annual payments will continue until the entibdigation of 660,000 Euros has been
paid. In December 2007, the Company paid to Dr.dé4e 30,000 Euros (approximately $43,000). No offsments were made to Dr.
Wiedow as of December 31, 2007, which was a teahbi@ach of the license agreement. Dr. Wiedow adisuch breach and deferred all of
the other payments that were contractually dud &eptember 30, 2008 to December 31, 2008.

At September 30, 2008 and December 31, 2007 thep@oyrhas accrued $910,287 (630,000 Euros) and $927630,000 Euros),
respectively, of licensing fees payable to Dr. Véi@dNo payments were made to Dr. Wiedow duringriime-month period ended September
30, 2008.

Dr. Wiedow, who is a director of the Company, b&iefly owned approximately 45% of the Company'sstanding common stock as of
September 30, 2008.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS
OF OPERATIONS

CAUTIONARY STATEMENTS:

This Quarterly Report on Form 10-Q contains cerfamvard-looking statements within the meaning ett®n 27A of the Securities Act of
1933 and Section 21E of the Securities Exchangeft934, as amended (the "Exchange Act"). The Gomjintends that such forward-
looking statements be subject to the safe harbeeted by such statutes. The forward-looking statemincluded herein are based on current
expectations that involve a number of risks anceuwainties. Accordingly, to the extent that thisa@arly Report contains forward-looking
statements regarding the financial condition, ofiegaesults, business prospects or any other aspéoe Company, please be advised that
the Company's actual financial condition, operatiggults and business performance may differ naigfrom that projected or estimated by
management in forward-looking statements.

Such differences may be caused by a variety obfacincluding but not limited to adverse econonuaditions, intense competition,
including intensification of price competition aadtry of new competitors and products, adverserédstate and local government
regulation, inadequate capital, unexpected costoperating deficits, increases in general and agtnative costs, and other specific risks
that may be alluded to in this Quarterly Reporinaother reports issued by the Company. In additiba business and operations of the
Company are subject to substantial risks that aszehe uncertainty inherent in the forward-loolstefements. The inclusion of forward
looking statements in this Quarterly Report shawdtibe regarded as a representation by managemany @ther person that the objectives
or plans of the Company will be achieved.

Since inception, the Company has generated avelatninor amount of non-operating revenue fronlidsnsing activities and does not
expect to report any significant operating revennt the successful development and marketingsoplanned pharmaceutical and other
biotech products. Additionally, after the launchtteé Company's products, there can be no assutiaaicthe Company will generate positive
cash flow and there can be no assurances as keviileof revenues, if any, the Company may actuatlyieve from its planned principal
operations.

OVERVIEW

The Company specializes in the research, developamehmarketing of drugs for inflammatory diseaséh Elafin as its first project.
Management deems Elafin to be one of the most patisie substances in the treatment of seriousdiasd muscle damage. Independently
conducted animal experiments have indicated thefirEinay have benefits in the treatment of tissug rauscle damage caused by insuffic
oxygen supply and therefore may be useful in thatinent of heart attacks, serious injuries antiércburse of organ transplants. Other
applications have yet to be determined.

The Company intends to implement Elafin as a dnuihé treatment of inflammatory diseases, and pilasgek governmental approval in
Europe first. Currently, management estimatesithveitl take at least four years to achieve itsfigovernmental approval for the use of Eli
as a drug for the first indication.

The Company's success will depend on its abilitgrtve that Elafin is well tolerated by humans @acfficacy in the indicated treatment.
There can be no assurance that the Company wiélblieto develop feasible production proceduresaoalance with Good Manufacturing
Practices ("GMP") standards, or that Elafin wiktee/e any governmental approval for its use asug dr any of the intended applications.

After developing a production procedure for Elafmpteo has initiated clinical trials to achievergmmental approval for the use of Elafin as
a drug in Europe. For this purpose, Proteo hagacteid Eurogentec, an experienced Contract ManufagtOrganization (CMO) located in
Belgium to produce Elafin in accordance with GM&nstards as required for clinical trials.

In December 2005, Proteo successfully completediaFhase | trial for Elafin. Elafin was tested3hhealthy male volunteers in a single-
ascending-dose, double blind, randomized, placeintralled trial to evaluate its tolerability andfedy at the Institut fur Klinische
Pharmakologie in Kiel, Germany. All intravenouspypéied doses were well tolerated. No severe adwarents occurred.
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During 2006, the Company gathered and evaluateiti@oll data from the results of the Phase | stlidyaddition, during 2006, we
established a procedure to incorporate Elafin aectime ingredient in cream.

In September 2006, Windhover Information, Inc.eatablished provider of business information fazisien makers in the biotechnology ¢
pharmaceutical industries, chose the Company'srEpadject as one of the top 10 most interestinglioaascular projects. We presented the
Elafin project at the "Windhover's Therapeutic afices Cardiovascular Conference" in Chicago on Mbes 16, 2006.

In September 2006 we filed an application with EMEA (European Medicines Agency) to obtain orphamgdstatus in the European mart
for Elafin to be used in the treatment of pulmonaypertension. Subsequent to December 31, 200& ahamittee for Orphan Medical
Products (COMP) of the EMEA issued a positive apiniecommending the granting of orphan medicinatlpct designation for Elafin for
treatment of pulmonary arterial hypertension aniic thromboembolic pulmonary hypertension. On &a20, 2007 the orphan drug
designation became effective upon adoption of #dsemmendation by the European Commission.

In July 2007, we entered into an agreement witHthiwersity of Alberta, Canada to cooperate in agske on Elafin for the treatment of
pulmonary diseases in neonates. Animal experinemtseewborn rats will be carried out by Dr. Bern@teebaud, associate professor at the
Department of Pediatrics and Neonatology.

In August 2007, the Company's subsidiary entermdan agreement with Rhein Minapharm ("Mina"), dlwstablished Egyptian
pharmaceutical company based in Cairo, for clinisalelopment, production and marketing of Elafire Wave granted Mina the right to
exclusively market Elafin in Egypt and certain Migl€Eastern and African countries. Proteo receivethéial payment of $110,000 upon
execution of the agreement, and may receive additjpayments upon Mina's attainment of certaina@ihmilestones as well as royalties on
future net product sales. In addition, Mina witidince the clinical research activities for the glesied region. The agreement schedules the
transfer of the biotechnological production procefsglafin to Cairo.

In January 2008, we entered into an agreementStahford University in California to cooperate iglinical studies related to Elafin's
treatment of pulmonary arterial hypertension. Ryatél provide support for animal experiments coathd by Marlene Rabinovitch, Resea
Director of the Vera Moulton Wall Center for Pulnaoy Vascular Disease at Stanford University wha ienowned expert in the field, and
her group at the university.

In April 2008, we submitted an application to thhiEs Committee at the University of Kiel, Germdny a placebo-controlled randomized
trial to evaluate the effect of Elafin on cytokipeofiles after major surgery (clinical phase 1h).May 2008, the Ethics Committee at the
University of Kiel, Germany gave its positive ognion the above application which we submittechéoBUNDESINSTITUT FUR
ARZNEIMITTEL UND MEDIZINPRODUKTE, the German Feddrastitute for pharmaceuticals and medical product

In August 2008, the BUNDESINSTITUT FUR ARZNEIMITTEUND MEDIZINPRODUKTE granted approval for the Phakelinical trial
on the drug candidate Elafin. The trial will befpemed in Germany at the Department of GeneralTratacic Surgery, University Medical
Center Schleswig-Holstein, Campus Kiel.

Our goal is to obtain our first governmental regrig approval for the first indication of our iratiproduct in 2012. It should be noted that the
first indication, if successfully developed, wolldve a market potential substantially smaller thanoverall market of Elafin for more
widespread applications such as for the treatmfecdraliac infarction.

RESULTS OF OPERATIONS
OPERATING EXPENSES

The Company's operating expenses for the nine nuaribhd ended September 30, 2008 were approxim@ésy,000, an increase of
approximately $390,000 over the same period optiar year. This increase is due primarily to acréase in research and development
expenses during the nine month period ended SepteB) 2008 of approximately $268,000 which wasaifset by the receipt of any grant
funds as was the case in the same period of tbeyear and an increase in general and adminigtratipenses of approximately $122,000.
The increase in general and administrative expeisggamarily due to an increase in professionakfeslated to financial reporting and the
implementation of certain internal controls overaficial reporting.

The Company's operating expenses for the threelmpmrtod ended September 30, 2008 were approxiynd225,000, an increase of
approximately $123,000 over the same period optiar year. This increase is due primarily to acréase in research and development
expenses during the current year quarter of apprataly $81,000, which was not offset by the recefny grant funds as was the case it
prior year quarter, and an increase in generabanuinistrative expenses of approximately $42,000.
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INTEREST AND OTHER INCOME

Interest and other income for the nine-month aneedmonth periods ended September 30, 2008 werexapyately $64,000 and $114,000,
respectively, an increase of approximately $21 @80 $58,000, respectively, over the same periotiseoprior year. The increases are due
primarily to an increase in the unrealized foretgnrency transaction loss described in Note 5¢o0Gbmpany's condensed consolidated
financial statements included elsewhere herein.

FOREIGN CURRENCY TRANSLATION ADJUSTMENTS

We experienced a net loss of approximately $27a@D$170,000 in foreign currency translation adestts during the nine-month and
three-month periods ended September 30, 2008,ataplg. This represents a decrease of approxim&@l,000 and $215,000, respectively,
over the same periods in the prior year. The deeseare primarily due to a strengthening U.S. Dédlar reporting currency)compared to the
Euro (our functional currency) during the periods.

LIQUIDITY AND CAPITAL RESOURCES

Since our inception we have raised a total ofgfpraximately $4,983,000 from the sale of 20,065,428es of our common stock, of which
6,585,487 shares, 300,000 shares and 1,500,008sdave been sold at $0.40 per share, $0.84 per ahd $0.60 per share, respectively,
under stock subscription agreements in the amduagproximately $2,035,000, $252,000 and $900,88€pectively, and

(i) $1,272,000 from the sale of 600,000 sharethefCompany's non-voting Series A Preferred Stbhk. balance of the purchase price for
the Series A Preferred Stock is evidenced by a {msoTy note which, as of September 30, 2008, haihaipal balance of $2,328,000. See
Note 2 to the condensed consolidated financiakstants included elsewhere herein for the paymemistender the promissory no

In May 2004, the German State of Schleswig-Holstganted Proteo Biotech AG approximately 760,00Ethe "2004 Grant") for further
research and development of the Company's phartiealearoduct Elafin. The 2004 Grant, as amendeuers the period from April 1, 2004
to December 31, 2007 if certain milestones have beached by September 30 of each year, with alppesxtension as defined in the
agreement. The 2004 Grant covers approximately 608figible research and development costs andhifest to the Company's ability to
otherwise finance the remaining costs. An additi@oadition of the grant is that the product id®developed and subsequently produced in
the German state of Schleswig-Holstein.

The Company qualified to receive approximately 20@,Euros and 225,000 Euros (approximately $320e0@0$298,000, respectively)
under the 2004 Grant in 2007 and 2006, respectiuel2007, we received grant funds approximating,@@0 Euros (approximately
$254,000) and qualified for an additional 23,623dsuecorded as a receivable as of December 37, 208 did not qualify for
approximately 21,000 Euros under the 2004 Grardégember 31, 2007, and such amount was forfeitecdfdecember 31, 2007,
management believes that all other milestones redliy the 2004 Grant have been satisfied.

The Company received approximately 24,000 Eurod,(®) of grant funds during The nine months erSiegtember 30, 2008.

The Company has cash and cash equivalents apprindn$d,475,000 as of September 30, 2008. Thisigrificant increase over the
December 31, 2007 balance of approximately $803,®@Mly due to receipts of the first two instalim@ayments on the promissory note
receivable resulting from the sale of the CompaBigises A Preferred Stock.

The VAT and grant amounts had been reflected gsaptexpenses and other current assets on our ec&h, 2007 consolidated balance
sheet. Their receipt accounts for the decreasedh account at September 30, 2008.

Management believes that the Company will not geeeainy significant revenues in the next few yaaos will it have sufficient cash to fur
operations. As a result, the Company's successangjely depend on its ability to secure additidiialding through the sale of its common

stock and/or debt securities. There can be no aissey however, that the Company will be able tasaormate debt or equity financing in a
timely manner, or on a basis favorable to the Compé at all.

GOING CONCERN

The Company's independent registered public acowufitm stated in their Auditor's Report includiedour Form 10-KSB for the year ended
December 31, 2007 that the Company will requirggaificant amount of additional capital to advarice Company's products to the point
where they may become commercially viable and hesried significant losses since inception. Theselitions, among others, raise
substantial doubt about the Company's ability tatiooie as a going concern.
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Therefore, the Company will be required to seektadl funds to finance its long-term operatiofbe successful outcome of future
activities cannot be determined at this time armdetis no assurance that if achieved, the Compdhipave sufficient funds to execute its
intended business plan or generate positive operatisults.

OFF BALANCE SHEET ARRANGEMENTS

The Company does not currently have any off balaheet arrangements.
CAPITAL EXPENDITURES

None significant

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK

A smaller reporting company ("SRC") is not requitegrovide any information in response to Item 80Regulation S-K.

ITEM 4T. CONTROLS AND PROCEDURES
a) Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresléfised in Rule 13a-15(e) under the Exchange Aect) are designed to ensure that
information required to be disclosed in Exchangér&ports is recorded, processed, summarized gmutesl within the time periods specif
in the SEC's rules and forms, and that such inféomas accumulated and communicated to our managgrncluding to Birge Bargmann
our Chief Executive Officer and Chief Financial iO#f, to allow timely decisions regarding requidisiclosure.

As required by Rule 13a-15 under the Exchange d&watmanagement, including Birge Bargmann our Chiafcutive Officer and Chief
Financial Officer, evaluated the effectivenesshef design and operation of our disclosure conantsprocedures as of September 30, 2008.
Based on that evaluation, Ms. Bargmann concludatath of September 30, 2008, and as of the datéhthavaluation of the effectiveness of
our disclosure controls and procedures was contplete disclosure controls and procedures weretife

b) Changes in Internal Control Over Financial R&pgr

Our management, with the participation of the CEieécutive Officer and Chief Financial Officer, lmmcluded there were no significant
changes in our internal controls over financialomtipg that occurred during our last fiscal quattext has materially affected, or is reasonably
likely to materially affect, our internal controber financial reporting.
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PART Il OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

None.

ITEM 1A RISK FACTORS

Not required for SRC:
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
None.
ITEM 5. OTHER INFORMATION.
None.
ITEM 6. EXHIBITS.
Exhibits:
31.1 Certification of the Chief Executive Officaunguant to Section 302 of the Sarbanes-Oxley A2OOP.
31.2 Certification of the Chief Financial Officenqsuant to Section 302 of the Sarbanes-Oxley ARDOP.

32 Certification of Chief Executive Officer and @hFinancial Officer pursuant to 18 U.S.C. Sectl®30, as adopted pursuant to Section
of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

PROTEO, INC.

Dat ed: October 31, 2008

By: /s/ Birge Bargnmann
Bi rge Bar gmann
Princi pal Executive Oficer and
Chi ef Financial Oficer
(signed both as an O ficer duly
aut hori zed to sign on behal f of
the Regi strant and Princi pal
Fi nancial Officer and Chief
Accounting O ficer)
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Birge Bargmann, certify that:
1. I have reviewed this report on Form 10-Q of opinc. (the "registrant");

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. | am responsible for establishing and maintgrisclosure controls and procedures (as defin&kaihange Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abdl 15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under my supervisior
ensure that material information relating to thgisrant, including its consolidated subsidiariesnade known to me by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financiglmting, or caused such internal control over fgiahreporting to be designed under my
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registraigdosure controls and procedures and presentiisineport my conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportiriat occurred during the registrant's most re
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting,
and;

5. I have disclosed, based on my most recent elv@atuaf internal control over financial reporting, the registrant's auditors and the audit
committee of the registrant's board of directorgp@sons performing the equivalent functions);

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: Cctober 31, 2008 By: /s/ Birge Bargnmann
Bi rge Bar gmann
Chi ef Executive O ficer (Principal
Executive O ficer)



EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Birge Bargmann, certify that:
1. I have reviewed this report on Form 10-Q of opinc. (the "registrant");

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dmnéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. | am responsible for establishing and maintgrisclosure controls and procedures (as defin&kaihange Act Rules 13a-15(e) and 15d-
15(e)) and internal control over financial repagtifas defined in Exchange Act Rules 13a-15(f) abdl 15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoifes designed under my supervisior
ensure that material information relating to thgisrant, including its consolidated subsidiariesnade known to me by others within those
entities, particularly during the period in whidtig report is being prepared;

b) designed such internal control over financiglmting, or caused such internal control over fgiahreporting to be designed under my
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

c) evaluated the effectiveness of the registraigdosure controls and procedures and presentiisineport my conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the tegis's internal control over financial reportiriat occurred during the registrant's most re
fiscal quarter that has materially affected, aiei@sonably likely to materially affect, the regasit's internal control over financial reporting;
and;

5. I have disclosed, based on my most recent elv@atuaf internal control over financial reporting, the registrant's auditors and the audit
committee of the registrant's board of directorgp@sons performing the equivalent functions);

a) all significant deficiencies and material weads®s in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: Cctober 31, 2008
By: /s/ Birge Bargnmann
Bi rge Bar gmann
Chi ef Financial Oficer (Principal
Accounting O ficer)



EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Protiw,, a Nevada corporation (the "Company"), on Fa) for the quarter ended Septen
30, 2008, as filed with the Securities and Excha@gemission (the "Report”), Birge Bargmann, Chigé&utive Officer and Chief Financial
Officer, does hereby certify, pursuant to Sectiof 6f the Sarbanes-Oxley Act of 2002 (18 U.S.C1850), that to her knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExgeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Date: Cctober 31, 2008

/sl Birge Bargnmann

Bi rge Bar gmann
CHI EF EXECUTI VE OFFI CER AND
CHI EF FI NANCI AL OFFI CER

A SIGNED ORIGINAL OF THIS WRITTEN STATEMENT REQUIRE BY SECTION 906, OR OTHER DOCUMENT
AUTHENTICATING, ACKNOWLEDGING, OR OTHERWISE ADOPTIE THE SIGNATURE THAT APPEARS IN TYPED FORM
WITHIN THE ELECTRONIC VERSION OF THIS WRITTEN STATHENT HAS BEEN PROVIDED TO AND WILL BE RETAINED B\
THE COMPANY AND FURNISHED TO THE SECURITIES AND EX@ANGE COMMISSION OR ITS STAFF UPON REQUES



