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us,” the “Company” and “NeoStem” mean NeoStem, Inc., including subsidiaries and
predecessors, except where it is clear that the term refers only to NeoStem, Inc. This Annual Report on Form 10-K contains forward-looking statements,
which involve risks and uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements as a result of
certain factors, including those set forth under “Cautionary Note Regarding Forward-Looking Statements” and under “Risk Factors” and elsewhere in this

Unless otherwise indicated to the contrary, all share numbers and per share prices in this Annual Report on Form 10-K have been retrospectively



CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K includes “forward-looking” statements within the meaning of the Private Securities Litigation Reform Act of
1995, as well as historical information. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause
our actual results, performance or achievements, or industry results, to be materially different from anticipated results, performance or achievements
expressed or implied by such forward-looking statements. When used in this Annual Report on Form 10-K, statements that are not statements of current or
historical fact may be deemed to be forward-looking statements. Without limiting the foregoing, the words “plan,” “intend,” “may,” “will,” “expect,”
“believe,” “could,” “anticipate,” “estimate,” or “continue” or similar expressions or other variations or comparable terminology are intended to identify such
forward-looking statements, although some forward-looking statements are expressed differently. We remind readers that forward-looking statements are
merely predictions and therefore inherently subject to uncertainties and other factors and involve known and unknown risks that could cause the actual results,
performance, levels of activity or our achievements or industry results, to be materially different from any future results, performance levels of activity or our
achievements or industry results expressed or implied by such forward-looking statements. Factors that could cause our actual results to differ materially from
anticipated results expressed or implied by forward-looking statements include, among others:

»  our ability to obtain sufficient capital or strategic business arrangements to fund our operations and expansion plans, including meeting our financial
obligations under various licensing and other strategic arrangements, the funding of our clinical trials for product candidates in our development
programs for our Cancer Immunotherapy Program, our Ischemic Repair Program and our Immune Modulation Program, and the commercialization
of the relevant technology;

« our ability to build and maintain the management and human resources infrastructure necessary to support the growth of our business;

* our ability to integrate our acquired businesses successfully and grow such acquired businesses as anticipated, including expanding our PCT
business;

+  whether a large global market is established for our cellular-based products and services and our ability to capture a meaningful share of this market;

*  scientific and medical developments beyond our control;

+  our ability to obtain and maintain, as applicable, appropriate governmental licenses, accreditations or certifications or comply with healthcare laws
and regulations or any other adverse effect or limitations caused by government regulation of our business;

»  whether any of our current or future patent applications result in issued patents, the scope of those patents and our ability to obtain and maintain
other rights to technology required or desirable for the conduct of our business; and our ability to commercialize products without infringing the
claims of third party patents;

*  whether any potential strategic or financial benefits of various licensing agreements will be realized;

»  the results of our development activities, including the results of our Intus Phase 3 clinical trial of NBS20, being developed to treat metastatic
melanoma, and the results of our PreSERVE Phase 2 clinical trial of NBS10 being developed to treat acute myocardial infarction for which we
released results of the primary analysis on November 17, 2014; however it is subject to ongoing analysis, and currently reported results, although
promising, there can be no assurance that further analysis may not reveal negative, or less promising, results;

*  our ability to complete our other planned clinical trials (or initiate other trials) in accordance with our estimated timelines due to delays associated
with enrolling patients due to the novelty of the treatment, the size of the patient population and the need of patients to meet the inclusion criteria of
the trial or otherwise; and

»  our ability to satisfy our obligations under our credit facility.

The factors discussed herein, including those risks described in Item 1A. “Risk Factors” and elsewhere in this Annual Report on Form 10-K and in the
Company's other periodic filings with the Securities and Exchange Commission (the “SEC”) which are available for review at www.sec.gov under “Search for
Company Filings” could cause actual results and developments to be materially different from those expressed or implied by such statements. All forward-
looking statements attributable to us are expressly qualified in their entirety by these and other factors. Readers are cautioned not to place undue reliance on
these forward-looking statements, which speak only as of the date hereof. Except as required by law, the Company undertakes no obligation to update any
forward-looking statements, whether as a result of new information, future events or otherwise.



PART 1
ITEM 1. BUSINESS.
OVERVIEW

NeoStem, Inc. (“we,” “NeoStem” or the “Company”) is a vertically integrated, clinical-stage biopharmaceutical company that is pursuing the
preservation and enhancement of human health through the development of cell based therapeutics that leverage the body’s natural ability to heal and fight
disease. Our diversified pipeline and unique capabilities for innovative, cost-effective and efficient in-house development set us apart in this emerging
industry as we work to fundamentally change the treatment paradigm for several serious diseases.

Our most advanced clinical program is based on our dendritic cell/cancer cell technology. It is focused on the development of an innovative cancer
treatment that is designed to target the cells responsible for tumor growth and metastasis, known as cancer or tumor initiating cells (CSCs), using purified
CSCs from a patient’s own tumor as an antigen source to induce or enhance an anti-tumor immune response in the patient. Our lead product candidate based
on this platform technology, NBS20, targets malignant melanoma as an initial indication. NBS20 is being studied in patients with recurrent Stage III or Stage
IV metastatic melanoma. The program has been granted Fast Track and Orphan designation by the Food and Drug Administration (FDA) and the protocol for
the Phase 3 study, known as the Intus study, is the subject of a Special Protocol Assessment (SPA). Our SPA letter states that our Phase 3 clinical trial is
adequately designed to provide the necessary data that, depending on outcome, could support a Biologics License Application (BLA) seeking marketing
approval of NBS20. This protocol calls for randomizing 250 patients. Patient screening began in 1Q15 and randomization of the first patient is expected in
2Q15. Interim analysis of the data is targeted for 4Q2017. We are also evaluating other clinical indications for which we may advance this program, including
lung, colon, ovarian and liver cancers.

Our company is also developing therapies that are designed to utilize CD34 cells to prevent heart failure and major adverse cardiac events following
a severe heart attack, known as an ST-elevation myocardial infarction (STEMI), through the use of CD34 cells to regenerate tissue impacted by ischemia.
Ischemia occurs when the supply of oxygenated blood in the body is restricted, causing tissue distress and death. We seek to improve oxygen delivery to
tissues through the development and formation of new blood vessels. NBS10 is our most clinically advanced product candidate in our ischemic repair
program. At the American Heart Association’s Scientific Sessions in November 2014, we reported data from the primary analysis of our 161 patient
PreSERVE (acute myocardial infarction) AMI study. We are also planning the release of our one year data from the phase 2 trial on March 15, 2015 at the
Annual Scientific Sessions of the American College of Cardiology. PreSERVE AMI is a randomized, double-blinded, placebo-controlled Phase 2 clinical trial
testing NBS10, a “personalized” adult stem cell product being developed for the treatment of patients with left ventricular dysfunction following a STEMI.
The primary endpoints are measured by, (i) the change from baseline to six months in myocardial perfusion (RTSS) measured by an imaging technique
(SPECT); and (ii) safety of bone marrow procurement and infusion as measured by occurrence of adverse events, serious adverse events (SAEs) and major
adverse cardiac events (MACE). There are five secondary efficacy endpoints, two evaluating left ventricular ejection fraction, one evaluating MACE, and two
evaluating quality of life. The reported data were based on all treated patients that had received six month follow-up for imaging. The median length follow
up for mortality, adverse events, SAEs and MACE in these patients was twelve months. The reported results allowed for important observations about a
potential dose-dependent treatment effect that will help guide the next phase of development. These observations about a potential dose dependent treatment
effect were based on post hoc analyses of subsets of treated patients based on the number of cells they received. Notably, statistically significant dose-
dependent increases in left ventricular function and decreases in serious adverse events were seen in patients who received the highest dose of cells (n=15
patients), though no statistical significance was observed when NBS10 overall was compared to placebo on these measures. With respect to mortality, at one
year there were no treatment group deaths while the control group saw a mortality rate of 3.6% (n=3), equating to a statistically significant reduction in
mortality. Regarding MACE, while more events occurred with NBS10 overall versus placebo, a non-significant trend toward fewer events was observed in
patients who received higher doses of cells, with MACE occurring in 14% of placebo patients, 17% of patients who received less than 14 million cells, 10%
of patients who received greater than 14 million cells and 7% of patients who received greater than 20 million cells. Finally, our hypothesis that SPECT used
to measure perfusion could be used as a surrogate marker for the current medically relevant and regulatory endpoints was disproven, giving us valuable
direction regarding endpoints and analyses for future clinical trials. We expect to complete the PreSERVE AMI study as defined through the final three-year
follow-up and, in the meantime, plan to meet with the FDA to discuss our results and our proposal for the next step(s) in development. Finalization of the
decision for next steps for NBS10 are expected in the second half of 2015. We also are evaluating other clinical indications that involve ischemia into which
we may advance this program, including critical limb ischemia (CLI) and congestive heart failure (CHF).

Another platform technology we are developing is designed to utilize Regulatory T Cells (Tregs) to treat diseases caused by imbalances in an
individual's immune system. This novel approach seeks to restore immune balance by enhancing Treg cell

4



Index

number and function. Tregs are a natural part of the human immune system and regulate the activity of T effector cells, the cells that are responsible for
protecting the body from viruses and other foreign antigens. When Tregs function properly, only harmful foreign materials are attacked by T effector cells. In
autoimmune disease, it is thought that deficient Treg activity permits the T effector cells to attack the body's own tissues. We have received a letter from the
FDA stating that we may proceed on a Phase 2 study of NBS03D, a Treg based therapeutic being developed to treat type 1 diabetes mellitus (T1DM) in
adolescents, and we plan to initiate the trial in late 2015 or 2016 depending on resource availability. We are evaluating other clinical indications into which we
may advance this program, including graft versus host disease, chronic obstructive pulmonary disease (COPD), multiple sclerosis (MS), inflammatory bowel
disease (IBD) and steroid resistant asthma.

Finally, we are actively exploring means by which we can take advantage of new regulations in Japan that permit conditional approval for
regenerative medicine products that show sufficient safety evidence and signals of efficacy. Potential indications for this unique opportunity include our
targeted cancer immunotherapy program in liver cancer and our ischemic repair program in CLI.

We believe that cell-based therapies have the potential to create a paradigm change in the treatment for a variety of diseases and conditions and we
are evaluating other programs that we view as holding particular promise, including an aesthetics program for a topical skin application and a very small
embryonic like (VSEL ™) stem cell program for the treatment of retinal degeneration, bone restoration and wound healing.

Through our wholly owned subsidiary, Progenitor Cell Therapy, LLC (PCT), we are recognized as a world industry leader in providing high quality
innovative and reliable manufacturing capabilities and engineering solutions (e.g. process development) in the development of cell-based therapies. We
operate three current Good Manufacturing Practice (cCCGMP) facilities in Allendale, NJ, Mountain View, CA and Irvine, CA, respectively, and are poised to
expand our facilities internationally. In addition to leveraging this core expertise in the development of our own products, we partner opportunistically with
other industry leaders who recognize our unique ability to significantly improve their manufacturing processes and supply clinical and commercial material.

We look forward to further advancement of our cell based therapies to the market and to helping patients suffering from life-threatening medical
conditions. Coupling our development expertise with our strong process development and manufacturing capability, we believe the stage is set for us to
realize meaningful clinical development or our own proprietary platform technologies and manufacturing advancements, further positioning NeoStem to lead
the cell therapy industry.




We are a Delaware corporation with our principal executive offices located at 420 Lexington Avenue, Suite 350, New York, New York 10170. Our
telephone number is (212) 584-4180 and our corporate website address is www.neostem.com. We include our website address in this Annual Report on
Form 10-K only as an inactive textual reference and do not intend it to be an active link to our website. The information on our website is not incorporated by
reference in this Annual Report on Form 10-K.

Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and all amendments to those reports, as well as
other documents we file with the U.S. Securities and Exchange Commission ("SEC"), are available free of charge through the Investor Insights section of our
website as soon as reasonably practicable after such material is electronically filed with or furnished to the SEC. The public can obtain documents that we file
with the SEC at www.sec.gov.

This report includes the following trademarks, service marks and trade names owned by us: NeoStem, Inc.®, Amorcyte, LLC®, Athelos™,
Progenitor Cell Therapy LLC™ and VSEL™ Technology. These trademarks, service marks and trade names are the property of NeoStem and its affiliates.
This report also includes other trademarks, service marks and trade names owned by us or other companies. All trademarks, service marks and traded names
included herein are the property of their respective owners.

OVERVIEW OF THE CELL THERAPY FIELD

Regenerative medicine is defined as the process of replacing or regenerating human cells, tissues or organs to restore normal function. Among the
categories of therapeutic technology platforms within this field are cell therapy; tissue engineering; tools, devices and diagnostics; and aesthetic medicine.
NeoStem's business model is focused on two of these areas. First, cell therapy, in which we introduce cells (adult, donor or patient, stem cell or differentiated)
into the body to prevent and treat disease; and second, tools, devices and diagnostics in which we intend to utilize engineering and innovation to automate,
integrate or otherwise modify cell therapy manufacturing platforms to improve the deliverability of cellular therapeutics to patients.

All living complex organisms start as a single cell that replicates, differentiates (matures) and perpetuates in an adult organism throughout its
lifetime. Cell therapy is the process that uses cells to prevent, treat or cure disease, or regenerate damaged or aged tissue. To date, the most common type of
cell therapy has been the replacement of mature, functioning cells through blood and platelet transfusions. Since the 1970s, first bone marrow and then blood
and umbilical cord-derived stem cells have been used to restore bone marrow, as well as blood and immune system cells damaged by the chemotherapy and
radiation that are used to treat many cancers. These types of cell therapies are standard of practice world-wide and are typically reimbursed by insurance.

Within the field of cell therapy, research and development using stem cells to treat a host of diseases and conditions has greatly expanded. Stem cells
(in either embryonic or adult forms) are primitive and undifferentiated cells that have the unique ability to transform into or otherwise affect many different
cells, such as white blood cells, nerve cells or heart muscle cells. NeoStem's cell therapy development efforts using stem cells are focused on the use of adult
stem cells; these cells are found in the bone marrow, peripheral blood, umbilical cord blood and other body organs.

According to Robin R. Young’s (CEO and Founder of NY Stem Cell Summit) Stem Cell Summit Executive Summary-Analysis and Market
Forecasts 2014-2024, the U.S. stem cell therapy market is estimated to grow from an estimated $237 million in 2013 to more than $5.7 billion in 2020.

There are two general classes of cell therapies: Patient Specific Cell Therapies (PSCTs) and Off-the-Shelf Cell Therapies (OSCTs). In PSCTs, cells
collected from a person (donor) are transplanted into, or used to develop a treatment for a patient (recipient) with or without modification. In cases where the
donor and the recipient are the same individual, these procedures are referred to as “autologous”. In cases in which the donor and the recipient are not the
same individual, these procedures are referred to as “allogeneic.” A notable form of autologous PSCT involves the use of autologous cells to create vaccines
directed against tumor cells in the body which has been demonstrated to be effective and safe in clinical trials. NeoStem's targeted cancer immunotherapy
program, ischemic repair program and immune modulation program also focuses on PSCTs using autologous cells. Autologous cells offer a low likelihood of
rejection by the patient and we believe the long-term benefits of these PSCTs can best be achieved with an autologous product. In the case of OSCT, donor
cells are expanded many fold in tissue culture, and large banks of cells are frozen in individual aliquots that may result in treatments for as many as 10,000
people from a single donor tissue.



Various adult stem cell therapies are in clinical development for an array of human diseases, including autoimmune, oncologic, neurologic and
orthopedic diseases, among other indications. NeoStem, as well as other companies, are developing cell therapies that are designed to address cancers,
ischemic repair and immune modulation. While no assurances can be given regarding future medical developments, we believe that the field of cell therapy
holds the promise to better the human experience and minimize or ameliorate the pain and suffering from many common diseases and/or from the process of

aging.

PCT provides us with a unique and fundamental base platform of experience and expertise with a multitude of cell types in development. PCT is
strategically helping to position us in a way that allows us to participate in the cell therapy field on multiple levels as the cell therapy industry evolves. Our
goal is to nurture our reputation as a premier service provider in the regenerative medicine industry by continuing to leverage the experience and expertise of
PCT as a recognized leader of cell therapy manufacturing and development.

CELL THERAPY PRODUCT DEVELOPMENT

NeoStem has a multi-pronged research and clinical development strategy with three therapeutic platforms: targeted cancer immunotherapy (Immuno-
Oncology Program), ischemic repair (CD34 Cell Regenerative Medicine Program) and immune modulation (T Regulatory Cell Program). The following chart
depicts our robust, diversified pipeline:
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Targeted Cancer Immunotherapy (Immuno-Oncology Program)

It has been well established that the human immune system can provide a powerful response in the treatment of cancer if the immune system can be
properly “educated” to attack cancerous cells while leaving the normal tissue unharmed. It is thought that many recurrences of cancers treated with the
standard of care are the result of tumor or cancer initiating cells (commonly referred to as “cancer stem cells”) that evade the initial therapy and initiate tumor
re-growth. Targeting tumor or cancer initiating cells after medically induced tumor regression remains a seminal goal of cancer therapeutics, in that
eradication of such cells could lead to long-term disease-free survival, better overall survival and potential cures.

With the acquisition of California Stem Cell in May 2014, NeoStem has undertaken the continued development of a patient-specific cancer
immunotherapy now known as NBS20 (USAN generic name: eltrapuldencel-T). NBS20, which uses a patient’s own immune cells and tumor or cancer
initiating cells to create a therapeutic vaccine, is currently in Phase 3 clinical investigation by NeoStem for the treatment of metastatic melanoma with sites
across the country presently screening patients.

NBS20 Represents Novel technology

Traditional preventive vaccines contain weakened or inactivated versions of antigens that cause specific diseases, such as measles, mumps, or flu.
When injected into the body, the immune system can recognize and remember the antigen, so that if a person becomes exposed later, the immune system will
fight it, preventing illness. Therapeutic cancer vaccines are different in that they aim to treat, not prevent, cancer. The current challenge with most cancer
vaccines is that they are based on a limited



number, or even a single, antigen, often targeting the most common and well known antigens or peptides linked to a particular cancer. The practical
application of this approach is challenging due to temporary expression of the antigen (for example a regulatory protein present only in a certain stage of cell
cycle), and extreme variability from patient to patient. In contrast, NeoStem utilizes the advantages of proprietary in vitro manipulations to isolate and
substantially expand the number of tumor or cancer initiating cells to be used as the antigen source, or loading agent, for the dendritic cells. The isolation and
growth in vitro of these proliferating tumor or cancer initiating cells originating from a patient’s tumor provides a source of highly enriched and patient-
specific antigens expressed by the sub-population of cells that is most capable of re-establishing the tumor in vivo and causing disease relapse and death. As
such, we believe the antigen profile is highly matched to that of the tumor or cancer initiating cells and has a greater likelihood of achieving its intended
effect. Importantly, given that the therapy is autologous (i.e., based on patient’s own cells), and targeted to diseased cells (i.e., the tumor or cancer initiating
cells) we believe the level of potential adverse effects is greatly reduced. We believe this platform technology can be applied to any solid tumor, for example,
ovarian, lung, colon and liver cancers.

Clinical Development Efforts

With only a 15% historical 5 year survival rate for stage IV metastatic melanoma (AJCC Cancer Staging 2010), there is an unmet medical need to
adequately treat patients with metastatic melanoma. NBS20 potentially addresses this unmet need by providing an adjunctive treatment in those patients with
metastatic melanoma whose disease has been “controlled” by surgery, radiation therapy, or other systemic therapies. For more than 20 years Dr. Robert O.
Dillman (NeoStem’s Vice President of Oncology) and colleagues have investigated the safety and therapeutic potential of patient-specific autologous vaccines
derived from autologous cell lines. Prior to the current Phase 3 study, a 42-subject, open-label, randomized Phase 2 trial was conducted wherein 24 subjects
received irradiated tumor cells (TC) and 18 subjects received NBS20. The Phase 2 trial was designed to detect survival rates at 2.5 years. Results from that
trial were presented and published in 2012 showing a two year survival advantage for patients treated with NBS20 compared to TC (72% vs. 31% (p=.007),
respectively). In the Phase 2 trial, common adverse events included infusion site reactions and flu like responses; none of the Grade 3 or higher events that
occurred in the trial were deemed treatment related by the investigator.

Our Phase 3, double-blinded, randomized, controlled trial (the Intus trial) began screening patients in 1Q15 and randomization of the first patient is
expected in 2Q15. It has been granted Special Protocol Assessment (SPA) from the FDA, and NBS20 has received Fast Track designation and Orphan Drug
designation for the treatment of metastatic melanoma. We are targeting approximately 50 sites in the U.S, Canada, Australia and New Zealand and potentially
other geographic regions. Eligible patients will have recurrent stage 3 or stage IV melanoma with at least one lesion amenable to surgical resection. After
successful establishment of a cell line and referral for treatment, 250 patients with good performance status (ECOG 0-1) will be stratified by whether they
have no evidence of disease, non-measurable disease by RECIST, or measurable disease with elevated LDH or without elevated LDH, and then randomized
2:1 to receive either NBS20 or autologous mononuclear cells. Both products will be injected weekly for 3 consecutive weeks, and then monthly for 5
consecutive months. The primary endpoint is overall survival (death from any cause).

Additionally, we are exploring means to take advantage of the efficiencies offered by the Canadian health authority regarding the development and
commercialization of regenerative medicine products. Potential indications for this opportunity include our targeted cancer immunotherapy program in
melanoma, and ovarian cancer.
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We began screening patients for our Phase 3 melanoma study in 1Q of 2015 and expect to randomize our first patient in 2Q 2015, with enrollment
scheduled for completion in 4Q 2016. There is an interim results look at the data scheduled to occur after 99 patients have died, and this is presently estimated
to happen in 4Q 2017. If that interim review shows robust efficacy and data warranting early termination of the trial, we could potentially submit a BLA in
2Q 2018 for approval of NBS20. Alternatively, our study would continue until 162 study patient deaths have occurred, which event is presently projected for
2Q 2019 with a potential BLA submission in Q4 2019.

Market Opportunity and Competition

The global melanoma therapeutics market was estimated to be valued at $1.3 billion in 2013 and is expected to expand at a compound annual growth
rate of 15.4% to reach $3.6 billion by 2020. The United States has the biggest baseline market size due to its large population, and higher prevalence and
treatment rates, and when accounting for the high annual cost of therapy, comprised approximately 78% of the total world market in 2013 (World Cancer
Report 2014).

The field of melanoma drug development is highly competitive. According to a 2015 Research and Markets report, there are approximately 274
companies plus partners developing 310 drugs targeting melanoma in development (Research and Markets: Melanoma Drug Pipeline Update 2015). Several
recently approved approaches have demonstrated improved clinical benefits in melanoma, including ipilimumab, an anti-CTLA-4 antibody (Bristol-Myers
Squibb) and anti-PD-1 antibodies, nivolumab and pembrolizumab (Bristol-Myers Squibb and Merck, respectively). These products represent a new class of
“immunotherapeutics” and have novel mechanisms of action targeting immune checkpoints. BRAF enzyme inhibitors include vemurafenib, marketed by
Roche and dabrafenib from GlaxoSmithKline. Also recently approved is trametinib, a mitogen-activated protein kinase (MEK) from GlaxoSmithKline.
These target critical intracellular protein pathways. In addition to the immune checkpoint modulators, several companies, including Amgen, Northwest
Biotherapeutics, Lion Biotechnologies and Argos Therapeutics are developing therapeutic vaccines that act by priming a person’s immune system to
recognize and attack cancer cells.

Our CD34 Cell Program develops therapies designed to address diseases and conditions caused by ischemia. Ischemia occurs when the supply of
oxygenated blood to tissue is restricted. Through the administration of CD34 cells, we seek to promote the development and formation of new blood vessels
and thereby eliminate the ischemic condition. Our most advanced product candidate in this program, NBS10, is a chemotactic hematopoietic stem cell
product comprised of autologous bone marrow derived CD34/CXCR4 cells selected to preserve heart muscle function following an acute myocardial
infarction (AMI) (acute myocardial infarction or heart attack).



The goal of NBS10 is to increase microvascular blood flow in the heart muscle via the development and formation of new blood vessels, thereby
reversing the restriction of blood supply caused by a heart attack and rescuing tissue from eventual cell death. The treatment process works as follows:

* A patient's own bone marrow is harvested and a sterile pharmaceutical composition of stem cells found in the bone marrow, enriched for
CD34/CXCRA4 cells, is prepared using our patented technology. The cell preparation has a 72 hour shelf life.

»  The isolated cells are then infused back into the patient via catheter into the infarct-related artery 5 to 11 days following an AMI, which we
believe to be the optimal time frame for cellular intervention, after the pro-inflammatory “hot phase” and prior to permanent scar formation, while
the heart tissue is naturally and actively attracting CD34/CXCR4 cells.

* The cells are attracted to certain chemicals that are released in higher concentrations in oxygen-starved tissue and when they reach that
tissue begin to orchestrate the process of building new blood vessels to restore blood supply and thereby enhance the function of the damaged heart

muscle.

D CD34/CXCR4

= sDF gradient

CD34/CXCR4
from bone marrow

CD34 cell laying
down new blood
vessels

Clinical Development Efforts

In light of extensive pre-clinical data showing that CD34 cells can induce the development and formation of new blood vessels over time and prevent
heart cell death caused by chronic ischemia, a Phase 1 study of NBS10 treating 31 patients with damaged heart muscle following AMI was conducted, the
analysis of which was instructive in the design of our subsequent Phase 2 study.

At the American Heart Association’s Scientific Sessions in November 2014, we reported data from the primary analysis of our 160 patient PreSERVE
AMI study. PreSERVE AMI is a randomized, double-blinded, placebo-controlled Phase 2 clinical trial testing NBS10 following a STEMI. The primary
endpoints are measured by, (i) the change from baseline to six months in myocardial perfusion (RTSS) measured by an imaging technique (SPECT); and (ii)
safety of bone marrow procurement and infusion as measured by occurrence of adverse events, serious adverse events (SAEs) and major adverse cardiac
events (MACE). There are five secondary efficacy endpoints, two evaluating left ventricular ejection fraction, one evaluating MACE, and two evaluating
quality of life. The reported data were based on all treated patients that had received six month follow-up for imaging. The median length follow up for
mortality, adverse events, SAEs and MACE in these patients was twelve months. The reported results allowed for important observations about a potential
dose-dependent treatment effect that will help guide the next phase of development. These observations about a potential dose dependent treatment effect
were based on post hoc analyses of subsets of treated patients based on the number of cells they received. Notably, statistically significant dose-dependent
increases in left ventricular function
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and decreases in serious adverse events were seen in patients who received the highest dose of cells (n=15 patients), though no statistical significance was
observed when NBS10 overall was compared to placebo on these measures. With respect to mortality, at one year there were no treatment group deaths while
the control group saw a mortality rate of 3.6% (n=3), equating to a statistically significant reduction in mortality. Regarding MACE, while more events
occurred with NBS10 overall versus placebo, a non-significant trend toward fewer events was observed in patients who received higher doses of cells, with
MACE occurring in 14% of placebo patients, 17% of patients who received less than 14 million cells, 10% of patients who received greater than 14 million
cells and 7% of patients who received greater than 20 million cells. Finally, our hypothesis that SPECT used to measure perfusion could be used as a
surrogate marker for the current medically relevant and regulatory endpoints was disproven, giving us valuable direction regarding endpoints and analyses for
future clinical trials. We are planning the release of our one year data from the phase 2 trial on March 15, 2015 at the Annual Scientific Sessions of the
American College of Cardiology. We expect to complete the PreSERVE AMI study as defined through the final three-year follow-up and, in the meantime,
plan to meet with the FDA to discuss our results and our proposal for the next step(s) in development. Finalization of the decision for next steps for NBS10
are expected in the second half of 2015.

Other Conditions

We believe that the CD34 Cell Program may be applicable to other conditions caused by underlying ischemic injury,. Published reports provide
preliminary evidence that CD34 cell therapy can exert significant therapeutic effects in patients with critical limb ischemia (CLI), a condition in which the
blood flow to the legs is severely impaired, causing pain and non-healing ulcers and, ultimately, potentially resulting in the need for amputation. Prior studies
have shown benefits of CD34 cell therapy that included pain relief, ulcer healing and reduced amputation rates. Conditions such as CLI are often difficult to
study in large randomized controlled programs and Japan’s new Regenerative Medicine’s Law is designed to advance regenerative medicine therapies such as
these. The new regulation supports conditional approval when there is data to show sufficient safety and some preliminary evidence of efficacy. NeoStem is
exploring how best to work within the Japanese Regenerative Medicine Law framework to advance this and potentially other programs. NeoStem has
available to it in Kobe, Japan space to evaluate a potential CD34 cell therapy program in CLI and a small team of regulatory professionals in Japan who
would work with us in all interactions with the Japanese Pharmaceuticals and Medical Devices Agency (PMDA) and Ministry of Health, Labour and Welfare
(MHLW).

We are also evaluating the potential of a CD34 product in treating congestive heart failure (CHF). Published reports have provided evidence that
CD34 cells administered into the coronary arteries of patients with CHF can improve survival compared to patients treated with standard medical therapy.

Market Opportunity and Competition

A statistical report from Agency for Healthcare Research and Quality in 2011 surveyed the most expensive hospitalization conditions by payer and
lists AMIs as the sixth most expensive condition treated in U.S. hospitals, with a national hospital bill of more than $37 billion annually. AMI patients are at
significant risk of downstream adverse events including chronic heart failure, re-current AMI, significant arrhythmias, premature death and acute coronary
syndrome, and thus AMI is one of the target populations in our CD34 Cell Program. The American Heart Association (AHA) estimates that in the U.S. each
year, there are 175,000 to 225,000 patients who suffer a STEMI, the most dangerous type of heart attack, which results from a sudden blockage of one of the
arteries that supplies nutrient-rich blood to the heart muscle. We estimate that each year approximately 65,000 of these STEMI patients, successfully stented,
later experience heart failure. Treatment of these patients post-heart attack represents a significant financial burden for many managed care programs. We
expect that this burden will increase as the “baby boomer” population ages and the annual number of STEMISs likely increases.

The field of cardiovascular cell therapy development is competitive. There are a number of companies that are developing stem cell-based therapies
for cardiovascular diseases, including, but not limited to, Cardio3 Biosciences SA, Capricor, Inc., Mesoblast Limited, Athersys, Inc., Pluristem Therapeutics
Inc., Vericel Corporation and Cytori Therapeutics, Inc. These companies are utilizing a number of different therapeutic approaches in their development
efforts. There are both autologous and allogeneic based competitive therapies that derive cells principally from four sources: fat, peripheral blood, cord blood,
and bone marrow. NBS10 is an autologous therapy that derives its cells from bone marrow.

Immune Modulation (T Regulatory Cell Program)

We are collaborating with the University of California, San Francisco (UCSF) on our T Regulatory Cell program, using the technology platform of
our majority-owned subsidiary, Athelos Corporation (Athelos) to pursue the development of cell
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therapies designed to use autologous immune cells as a therapeutic product to treat disorders of the immune system. Many immune-mediated diseases are a
result of an imbalance between immune effector and regulatory mechanisms, whereby eventually, pro-inflammatory cells and cytokines go unchecked.
Therapy using T Regulatory Cells (Treg) represents a novel approach to restoring immune balance by enhancing regulatory T-cells (Tregs) cell number and
function to control pathologic immune responses.

NORMAL IMMUNE SYSTEM: AUTOIMMUNITY:
IMMUNE BALANGE IMMUNE IMBALANCE
e
i %\A\
‘ B T regulatory cells
I T effector cells
INFUSION of TREGs Natural polyclonal
BALANCE REGAINED T regulatory cells

Preclinical and Clinical Development

Through exclusive world-wide licenses to more than 30 issued patents and patent applications, we have secured the rights to a broad patent estate
within the Treg field, covering natural or thymic Tregs (Tregs), induced Tregs (iTregs) and methods of treating or preventing certain conditions and/or
diseases by use of Tregs. Both types of Tregs have been shown in pre-clinical studies to play a pivotal role in modulating autoimmune and inflammatory
diseases. Tregs have been evaluated by others in early phase human clinical trials and shown to be safe with suggestions of clinical benefit in Type 1 diabetes
mellitus (T1DM), Crohn’s disease and graft-versus-host disease (GVHD). Both Tregs and iTregs have demonstrated the potential to treat autoimmune related
conditions like T1DM, and inflammatory bowel disease. Preclinically, Tregs have also been shown to be beneficial in alloimmune related diseases such as
enhancing allogeneic graft tolerance.

T1DM, also known as insulin dependent diabetes or juvenile diabetes, is caused by the autoimmune destruction of insulin-producing beta cells of
the pancreas. We have established a collaboration with University of California San Francisco (UCSF) and the laboratories of Drs. Jeffrey Bluestone and
Qizhi Tang, world renowned thought leaders in the field of Tregs and immune tolerance, to collaborate on the development of NBS03D, autologous ex-vivo
expanded polyclonal Tregs, for the treatment of TIDM. This collaboration, comprised of a data license, patent license and research agreement, is advancing
the Company's Treg Program towards a Phase 2 trial, expected to be initiated in late 2015 or 2016, depending on resource availability, o evaluate the efficacy
of autologous Tregs in T1DM, effectively advancing this program more quickly than if the Company had developed a program for this clinical indication on
its own. In this collaboration, NeoStem will sponsor and manufacture a Treg product consisting of polyclonally expanded Tregs for a planned Phase 2 trial to
treat adolescents newly diagnosed with TIDM. The collaboration also includes research efforts to develop the next generation of Treg products for
therapeutic use. The Phase 1 open-label uncontrolled dose escalation study of autologous Treg immunotherapy for TIDM was funded by the Juvenile
Diabetes Research Foundation and conducted by Dr. Stephen Gitelman at UCSF and Dr. Kevan Harold at Yale University, in collaboration with Dr.
Bluestone. Results were reported by Dr. Gitelman at the American Diabetes Association 74" Scientific Sessions in San Francisco in June 2014. The study
provided preliminary safety and feasibility data that support developing a novel therapy for the treatment of TIDM with the goal of inducing immune
tolerance and preserving pancreatic beta cell function and the Company plans to initiate a Phase 2 study in 2015. The investigators reported that, in the study,
14 patients between 18 and 45 years of age with a mean duration of disease of 10 months all of whom retained a baseline level of insulin production, received
a single infusion of autologous Tregs expanded ~500-fold. The majority of adverse events reported were mild. There were three SAEs: two were deemed
unrelated by the investigator and a third SAE of grade 3 pre-syncope was deemed unlikely related. Common side effects included mild infections. Infused
Tregs peaked in circulation 3 -7 days after infusion and were detectable at up to six months. The average levels of stimulated C-peptide, an indicator of
pancreatic islets beta cell function that was measured in the study as a safety biomarker, for some patients remained stable from baseline for as long as two
years post treatment. These data suggest that the treatment was manageable and did not adversely affect residual beta cell function. The Tregs were observed
to be highly functional and long lived in treated individuals.

12



While the US Phase 1 study was designed to evaluate safety and tolerability in adults who have suffered T1IDM for various durations, supportive
evidence of the utility of Tregs for TIDM in humans was provided by a study of pediatric patients with new onset T1IDM, published in the July 2014 issue of
Clinical Immunology. In that open label non-randomized study, Marek-Trzonkowska, et al., conducted in Poland, reported that treatment with expanded
autologous Tregs preserved function of pancreatic beta cells and reduced the need for exogenous insulin in the majority of patients. Through 12 months of
follow-up, about 66 percent of children treated were in remission according to study specified criteria, compared to only 20 percent of concurrent controls. In
addition, two Treg treated children achieved complete insulin independence, while none of the children in the control group achieved this endpoint.
Importantly, the study utilized a Treg based product similar to NBS03D, and provided additional information of the safety and feasibility of this approach in
new onset children with TIDM. We plan to initiate a Phase 2 study of NBS03D to treat Type 1 diabetes in adolescents in late 2016 or 2016 depending on
resource availability. the primary objective of this study is to assess the safety and one year efficacy of the two doses of NBS03D compared with placebo in
adolescents with recent onset TIDM. This study has already been submitted to the FDA as part of the Investigational New Drug Application (IND) and can
proceed once we are ready to initiate it. We are presently assessing development timelines for this trial as well as partnering opportunities.

We are considering other potential therapeutic targets for Tregs. Asthma, another condition caused by an imbalance in the immune system, occurs
when excessive inflammation is triggered in the lungs resulting in constriction of the airways and difficulty breathing. The causes of asthma are complex,
through it is known that over-activity of T-helper type 2 (Th2) cells is a common feature. Th2 cells secrete the inflammatory signals that lead to the symptoms
of asthma. Existing evidence indicates that Treg cells may regulate Th2 activity and therefore may have a beneficial effect on severe asthma. Additionally,
tRegs have been evaluated in early phase human clinical trials and have indicated clinical benefit in graft vs. host disease (GVHD). Allogeneic hematopoietic
cell transplantation, multiple sclerosis, chronic obstructive pulmonary disease and inflammatory bowel disease are also other indications in which we believe
tRegs may have a meaningful therapeutic effect.

NeoStem's ongoing Treg Program is establishing methods to isolate and expand human Tregs for large scale manufacturing to enable our planned
clinical trials. NeoStem’s unique manufacturing expertise has enabled the successful relevant technology transfer of the methods licensed from UCSF, and has
combined it, for the first time in this setting, with scale up in the control group quality manufacturing process to meet regulatory expectations, and form a
solid foundation for commercial manufacturing.

Market Opportunity and Competition

International Diabetes Foundation Atlas reported an estimated 79,100 children younger than 15 develop T1DM annually worldwide, with annual
increase in incidence of about 3%. In the US a SEARCH for Diabetes in Youth study reports an annual incidence of 18,436 in individuals less than 20 years
of age. TIDM inflicts a staggering economic cost on the US healthcare system, estimated at $14.4 billion annually, and it is expected that a therapeutic that
can modify the course of TIDM will potentially achieve significant cost savings, and thus command high market penetration and premium pricing. The
market for TIDM is expected to continue to be dominated by insulin replacement therapies. However, other novel approaches, including immune modulatory
agents such as NBS03D, are expected to progressively penetrate the market in the near term. Most recently, the market size for immune modulators was
valued at about $45 million in 2017.

Currently, there are no approved therapies. There are many agents in development targeting the modification of the course of the disease. Current
approaches can be broadly divided into immune modulatory agents aiming to improve metabolic function by rescuing insulin producing beta cells, or
regenerative agents that are aiming to replace beta cells. The pipeline for all novel agents is skewed towards early development, including ultra-low dosing of
Interleukin-2, which increases the number of tolerogenic cells and which has been advanced to phase 2 by ILTOO Pharma. Also in early development are
beta-cell replacement therapies, such as that of ViaCYTE, Inc., which employ technologies that protect transplanted beta-cells from immune attack.

Other Research and Development

VSELs

Our scientists have been evaluating the therapeutic potential of so-called very small embryonic-like stem cells (adult), which we refer to as
"VSELs™" or "VSEL™ stem cells". Preclinical animal models have demonstrated that highly enriched human VSELs™, when injected in the vitreal or
subretinal space can migrate and integrate into areas of damage and have the ability to differentiate and express markers of retinal stem cells, neuronal cells,
and photoreceptors and thus, through further studies, may demonstrate VSELs™ potential to treat ocular diseases such as macular degeneration, retinitis
pigmentosa, and other retinal degenerative diseases that have no effective treatment options today.
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Therapeutic uses of VSELs™ are assessed on the basis of unmet medical need, target patient population size, regulatory strategy, and overall
commercial market. Through either grant funding or NeoStem's own funding, we are exploring VSEL™ treatment development for chronic wounds, retinal
repair and bone applications.

Topical Aesthetics

Our aesthetics program, based on expertise in cellular therapy and manufacturing, is developing a topical skin application using growth factors
secreted by stem cells. The growth factors are harvested from a proprietary manufacturing process that includes a complex composition of human stem cells
of epidermal originating lineages cultured in a controlled microenvironment to promote healthy skin cell biology.

NeoStem has generated in vitro data demonstrating these growth factors can enhance the proliferation and viability of keratinocytes and fibroblasts,
cells that play an integral role in maintaining the structural integrity of the epidermis. In vivo and histological data have shown changes in several dermis and
basal skin layer components including rete pegs and the expression of filaggrin and aquaporin, which are important for the maintenance and integrity of the
skin and its architecture. As a topical application, these growth factors have shown evidence of beneficial effect in a clinical study of skin health. A
dermatologist-controlled study was performed in aged, female patients treated twice daily with our product for 12 weeks to determine the efficacy and safety
as measured by a standard dermatology scoring system. The dermatologist observed outstanding results as measured by benefit to skin tone, clarity, radiance,
decrease in redness, fine lines and deep wrinkles and enhanced skin smoothness. The test formulation was deemed safe and efficacious by the patients, the
managing dermatologist, and the clinical histologist. Additionally, toxicology studies indicate no toxicity, pro-inflammatory or allergic effects with the growth
factors. Histological analyses of patient skin biopsies were also performed, and we observed statistical significance in some aging measures, and a positive
trend in others.

Regulatory and Clinical Affairs Strategy

Our cell therapy regulatory and clinical strategy is to utilize all opportunities to discuss with our development plans with regulators. We will take the
opportunity to meet with regulators at various stages in our product development from preclinical to more advanced stages of development. We intend to
utilize this strategy with all regulatory agencies as we move forward with the product pipeline.
Intellectual Property
Targeted Cancer Immunotherapy Program

NeoStem owns, through acquisition, the following intellectual property:

= Portfolio of 5 granted and approximately 60 pending patents covering most facets of the dendritic cell vaccine product and manufacture
process, including:

o Stem cell growth media and methods of making and using growth media;
o Antigen-presenting cancer vaccines, methods of manufacturing vaccines and methods of treating disease using the vaccines;
o Methods of making individualized high purity carcinoma initiating (stem) cells for target indications

= The portfolio is international, including filings in the U.S., Europe, Japan, China, Hong Kong, Australia, New Zealand, Israel, Singapore,
China, Korea and Canada.

Ischemic Repair (CD34 Cell) Program
NeoStem’s developed and owned ischemic repair patent portfolio is comprised of the following:
= 6 U.S. patents, 2 EU patents (each filed in 30 individual countries) and 12 other OUS (outside U.S.) composition and methods patents
granted (Japan, South Africa, Malaysia, Philippines, Canada, Russia)
= Claims cover, inter alia, a pharmaceutical composition that contains a therapeutic concentration of non-expanded CD34/CXCR4 stem cells

that move in response to SDF-1 or VEGE, together with a stabilizing amount of serum, and that can be delivered parenterally through a
catheter to repair an injury caused by vascular insufficiency.
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= Issued and pending claims can be applied to broad range of conditions caused by underlying ischemia, including: AMI, chronic myocardial
ischemia post-AMI; chronic heart failure; critical limb ischemia; and ischemic brain injury
= 3 U.S. and 12 OUS patents pending

T Regulatory Cell Program

NeoStem has created a patent portfolio through exclusive licenses from leaders in the field of Tregs (The University of Pennsylvania/Carl June,
Bruce Blazar, et al and the University of California at San Francisco/Jeffrey Bluestone et al) comprised of:

= 13 patents and 10 pending patents
= Claims covering many facets of Tregs, including:
o composition claims to engineered antigen presenting cells (APCs);
o methods of Treg isolation, expansion and activation/stimulation as sourced from peripheral blood and cord blood;
o methods of treating or preventing certain conditions and/or diseases, including Type 1 diabetes, organ transplant rejection, and
GVHD using Tregs.
= Patents and applications cover international geographies (US, Europe, Japan, China, Australia, Canada)
= An option on patent licenses to critical reagents employed in Treg therapeutic development

VSEL™ Technology Program

NeoStem continues prosecution of patent applications relating to methods of identifying and purifying its regenerative adult stem cell candidate
(VSELs ™) as well as methods of treating an array of maladies using VSELS, including cardiac repair, bone and cartilage regeneration, ocular disease and
cutaneous wound healing.

CELL THERAPY DEVELOPMENT AND MANUFACTURING OPERATIONS

Through our wholly owned subsidiary, Progenitor Cell Therapy, LLC (PCT), we are recognized as a world industry leader in providing high quality
manufacturing capabilities and innovative engineering solutions in the development of cell-based therapies. Our strategy is to leverage this core expertise in
the development of our own products while we partner opportunistically with other industry leaders who recognize our unique ability to significantly improve
their manufacturing processes.

We operate three state-of-the-art, accredited and certified U.S. facilities, one in Allendale, New Jersey, one in Irvine, California and one in Mountain
View, California. We are seeking to expand our manufacturing facilities internationally.

Our in-house expertise provides us with know-how and resources to cost-effectively and efficiently develop our own cell therapy products, as well
as translate our own research and development efforts, capabilities and proprietary technologies into stable, reproducible, well-characterized cell therapy
products. This expertise has provided us with a unique advantage in the advancement of our targeted cancer immunotherapy, ischemic repair and immune
modulation program where all manufacturing has been carried out by our in-house team.

Experience and Expertise

Our management team has extensive and unique experience in domestic and internationally regulated cell therapy development, including contract
research, development and manufacturing across a broad range of science, technologies, and process operations. Team members are recognized and
credentialed experts in all aspects of clinical and product development, characterization, manufacturing, delivery, and use, of cellular products and have
extensive experience designing, validating, and operating cGMP/GLP cell therapy manufacturing facilities.

PCT's expertise is focused on advancing product candidates from conception through to commercialization by reducing manufacturing risks,
shortening the time to regulatory approval, and lowering the overall costs of a clinical development program. With its established facilities and infrastructure,
PCT offers expertise at all stages of the product development lifecycle and cost-effective development and manufacturing services that meet applicable
quality standards.

During its more than 15 years in existence, PCT has worked with more than 20 different cell types therapeutics including
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neuronal and skin based cells for brain and spinal cord repair, myoblast, mesenchymal cells and bone marrow derived cells for heart disease, tumor, dendritic
cells and monocytes for cancer treatment, cord blood, peripheral blood, bone marrow CD34 selected cells for transplantation and islet cells for diabetes.

PCT's expertise is in high quality delivery of cell therapy:

*  Manufacturing: Manufacturers of cell therapy-based products face a number of challenges, including limited unit sizes and process scalability, short
processing turnaround times and stringent and evolving regulatory requirements.

+ Engineering and Innovation: We think beyond current practices, and develop long-term solutions to the unique challenges of cell therapy
manufacturing. Our team accelerates the use of automation, integration, closed processing and other strategies to address scale up, cost of goods,
quality control and robustness of manufacturing process. In order to bolster our unique expertise and further reduce cost of goods sold for products,
PCT continually seeks innovation drivers, including new opportunities for automation in its manufacturing operations.

*  Product and Process Development: PCT develops, optimizes, implements and validates various aspects of cell therapy product and process
development.

*  Cell and Tissue Processing: PCT provides cost-effective cell collection and processing services that meet cGTP standards.

Over the next several years, we anticipate that the number of companies in the cell therapy field will continue to increase and the relative
distribution of stage of development of the therapeutics will begin to skew more heavily towards Phase 2 and Phase 3 trials, and into commercial distribution
if regulatory approvals are obtained. As this industry continues to develop and mature, we believe PCT is well positioned to capture a meaningful share of this
larger, more profitable market. To meet this coming demand, we are poised to expand internationally.

Improving Deliverability of Cell Therapy Products through PCT's Center for Engineering & Innovation

As the field of regenerative medicine matures, and an increasing number of products are reaching the marketplace, valuable lessons are being
learned about the strengths and weaknesses of various business models that may allow for therapies to be delivered to large numbers of patients. Our Center
for Engineering & Innovation is working to think beyond current practices to accelerate the use of automation, integration and other engineering strategies to
address the important issues of scale up, cost of goods, and improved robustness of manufacturing process in anticipation of commercial production.

We are applying engineering principles to transition cell therapy science to manufacturing, and applying development by design principles, as well
as structure development methodology centered on unit operations to increase the chance of successful commercial-scale manufacturing. In addition to
building our internal core of engineering and innovation expertise, we are partnering with solutions providers and academic institutions to leverage existing
and develop novel closed systems, single-use disposables, automation, and integration as key drivers for innovation. In this way, we believe we will be able
to support the manufacture of high quality products at a reasonable cost of goods, to meet product demand in a scalable manner as it grows throughout the
commercial life of the therapeutic. For example, we are collaborating with Invetech Pty Ltd, (Invetech) to develop a new closed processing system for cell
therapy manufacturing whereby Invetech will provide system design and engineering development and we will develop applications for performing closed
cell processing manipulations.

Facilities

With more than 55,000 square feet of development and manufacturing space in its Allendale, NJ, and Mountain View, CA facilities, PCT is a cGMP
cell therapy center of excellence with facilities on both the East and the West Coast of the United States. These facilities include 5,500 square feet of
controlled environment rooms (CERs) or clean rooms that are unidirectional-flow, negative-pressure, International Organization for Standardization (ISO)
designation 7 (ISO7)/Class 10,000 classified and ISO6/Class 1000 which allows samples to be sent to EU for trials, and material pass-throughs. Each CER
has controlled access, live facility and equipment monitoring with automated alarm call-out, dedicated HVAC systems, and is on an uninterruptible power
supply (UPS) connection, maintained by an external diesel-fueled back-power generator. Each facility also contains cell and tissue cryogenic storage rooms,
with controlled access, live facility and equipment monitoring with automated alarm call-out, and UPS connection, to ensure highest level of quality control
and risk mitigation for product storage.

Our facilities are accredited by AABB (American Association of Blood Banks) and FACT (Foundation for the Accreditation of Cellular Therapy),
hold all requisite licensures, are registered with the FDA as human cells, tissues, and cellular and tissue-based products (HCT/Ps) facilities, and

maintain cGMP compliant quality systems. The Allendale facility has been
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designed to be compliant with FDA and European Medicines Agency (EMA) standards for the manufacture of human cells for therapeutic use.

Our 15,000 square foot Irvine, CA facility also includes six ISO 14644-1 Class 7 (ISO7) positive-pressure clean rooms. Four of the clean rooms are
designated for clinical manufacturing, with two designated for research and development. The clean rooms have certified ISO 14644-1 Class 8 (ISO8) gown
rooms and are equipped with air-lock pass-through chambers for the transfer of material between clean rooms and outside lab areas. Each room has controlled
access, live facility and equipment monitoring with automated alarm call-out, and dedicated HVAC systems. The Irvine facility has been granted a Tissue
Bank License by the State of California Department of Public Health, enabling the facility to maintain patient samples and other biological materials
indefinitely in its controlled access cryogenic storage room. The cGMP facility is designed to be FDA compliant and has received all requisite licensures for
the manufacture of clinical grade products.

Competition

PCT's manufacturing business faces competition from other third party contract manufacturers, as well as more general competition from companies
and academic and research institutions that may choose to self-manufacture rather than utilize a contract manufacturer. The two largest third party contract
manufacturer competitors in the field of cell therapy are Lonza Group Ltd. and WuXi AppTec. Both of these companies are large, well-established
manufacturers with financial, technical, research and development and sales and marketing resources that are significantly greater than those of PCT. In
addition, both Lonza and WuXi have international capabilities that we do not currently possess though are pursuing. We also face competition from a number
of other manufacturers that are somewhat smaller in size and have fewer resources than PCT.

More generally, we face competition inherent in any third party manufacturer's business: namely, that potential customers may instead choose to
invest in their own facilities and infrastructure, affording them greater control over their products and the hope of long-term cost savings compared to a third
party contract manufacturer. To be successful, we will need to convince potential customers that PCT's capabilities are more innovative, of higher-quality and
more cost-effective than could be achieved through internal manufacturing and that our experience and expertise is unique in the industry. Our ability to
achieve this and to successfully compete against other manufacturers will depend, in large part, on our success in developing superior automation
technologies that improve both the quality and profitability associated with cell therapy manufacturing.

Cell Processing and Storage

We provide cell therapy processing and storage services in support of stem cell transplant programs at select hospitals throughout the country on a
contract basis, where such hospitals do not have their own laboratory and processing services. Such services are provided at the cGMP standards, consistent
with applicable national standards.

GOVERNMENT REGULATION

The health care industry is one of the most highly regulated industries in the United States and abroad. Various governmental regulatory authorities,
as well as private accreditation organizations, oversee and monitor the activities of individuals and businesses engaged in the development, manufacture and
delivery of health care products and services. The following is a general description of certain current laws and regulations that are relevant to our business.

HCT/P Regulations

Manufacturing facilities that produce cellular therapies are subject to extensive regulation by the FDA. In particular, FDA regulations set forth
requirements pertaining to establishments that manufacture human cells, tissues, and cellular and tissue-based products (“HCT/Ps”). Title 21, Code of Federal
Regulations, Part 1271 provides for a unified registration and listing system, donor-eligibility, current Good Tissue Practices (“cGTP”), and other
requirements that are intended to prevent the introduction, transmission, and spread of communicable diseases by HCT/Ps. More specifically, key elements of
Part 1271 include:

*  Registration and listing requirements for establishments that manufacture HCT/Ps;

*  Requirements for determining donor eligibility, including donor screening and testing;

*  cGTP requirements, which include requirements pertaining to the manufacturer's quality program, personnel, procedures, manufacturing facilities,
environmental controls, equipment, supplies and reagents, recovery, processing and process controls, labeling, storage, record-keeping, tracking,
complaint files, receipt, pre-distribution shipment, distribution, and donor eligibility determinations, donor screening, and donor testing;
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*  Adverse reaction reporting;
*  Labeling of HCT/Ps; and
*  FDA inspection, retention, recall, destruction, and cessation of manufacturing operations.

PCT currently collects, processes, stores and manufactures HCT/Ps, including the manufacture of cellular therapy products. NeoStem Family
Storage also collects, processes, and stores HCT/Ps. Therefore, both PCT and NeoStem Family Storage must comply with cGTP and with the current Good
Manufacturing Practices ("cGMP") requirements that apply to biological products. Cell and tissue based products may also be subject to the same approval
standards, including demonstration of safety and efficacy, as other biologic and drug products if they meet certain criteria such as if the cells or tissues are
more than minimally manipulated or if they are intended for a non-homologous use. Management believes that requirements pertaining to premarket approval
do not currently apply to PCT or NeoStem Family Storage because those entities are not currently investigating, marketing or selling cellular therapy
products. If either PCT or NeoStem Family Storage changes its business operations in the future, the FDA requirements that apply to PCT or NeoStem
Family Storage may also change.

State Regulation of Cell Therapy,

Certain state and local governments regulate cell-processing facilities by requiring them to obtain other specific licenses. As required under
applicable state law, PCT's New Jersey and California facilities are licensed, respectively, as a blood bank in New Jersey and as a biologics manufacturing
facility in California. PCT also maintains licenses with respect to states that require licensure of out-of-state facilities that process cell, tissue and/or blood
samples of residents of such states (e.g., New York and Maryland). PCT has the relevant state licenses needed for processing and is AABB (American
Association of Blood Banks) accredited for this purpose. Management believes that it is in material compliance with currently applicable federal, state, and
local laboratory licensure requirements, and intends to continue to comply with new licensing requirements that may become applicable in the future.

Certain states may also have enacted laws and regulations, or may be considering laws and regulations, regarding the use and marketing of stem cells
or cell therapy products, such as those derived from human embryos. While these laws and regulations should not directly affect PCT's business, they could

affect the business of some of PCT's clients and therefore the amount of business PCT receives from these clients.

Federal Regulation of Clinical Laboratories

The Clinical Laboratory Improvement Amendments (“CLIA”) extends federal oversight to clinical laboratories that examine or conduct testing on
materials derived from the human body for the purpose of providing information for the diagnosis, prevention, or treatment of disease or for the assessment of
the health of human beings. CLIA requirements apply to those laboratories that handle biological matter. CLIA requires that these laboratories be certified by
the government, satisfy governmental quality and personnel standards, undergo proficiency testing, be subject to biennial inspections, and remit fees. The
sanctions for failure to comply with CLIA include suspension, revocation, or limitation of a laboratory's CLIA certificate necessary to conduct business, fines,
or criminal penalties. Additionally, CLIA certification may sometimes be needed when an entity, such as PCT or NeoStem Family Storage, desire to obtain
accreditation, certification, or license from non-government entities for cord blood collection, storage, and processing. PCT has obtained CLIA certification
for its facilities in New Jersey. We have been advised that, currently, CLIA certification is not required for our PCT facilities in California. However, to the
extent that any of the activities of PCT or NeoStem Family Storage (for example, with regard to processing or testing blood and blood products) require CLIA
certification, PCT intends to obtain and maintain such certification and/or licensure.

Stem Cell Therapeutic and Research Act of 2005

The Stem Cell Therapeutic and Research Act of 2005 established a national donor bank of cord blood and created a national network for matching
cord blood to patients. The National Marrow Donor Program (NMDP) carries out this legislation, which entails acting as the nation's Cord Blood
Coordinating Center and actively recruiting parents for cord blood donations. The NMDP also administers the National Cord Blood Inventory (NCBI), which
has a goal of collecting 150,000 cord blood units that could be used to treat patients all over the United States. Importantly, the legislation also authorized
federal funding to support the legislation's goals for collecting cord blood units.

Pharmaceutical and Biologic Products
Government authorities in the United States, at the federal, state and local level, and in other countries, extensively regulate, among other things, the
research, development, testing, manufacture, including any manufacturing changes, packaging, storage, recordkeeping, labeling, advertising and promotion,

distribution, marketing, import and export of biological products such
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as NBS10, NBS20 and NBS03D. The process of obtaining required regulatory approvals and the subsequent compliance with appropriate statutes and
regulations require the expenditure of substantial time and money, and there is no guarantee that we will successfully complete the steps needed to obtain
regulatory approval of NBS10, NBS20, NBS03D or any future product candidates. In addition, these regulations may change and our product candidates may
be subject to new legislation or regulations.

In the United States, pharmaceutical and biologic products, including cellular therapies, are subject to extensive pre- and post-market regulation by
the U.S. FDA. The Federal Food, Drug, and Cosmetic Act (“FD&C Act”), and other federal and state statutes and regulations, govern, among other things,
the research, development, testing, manufacture, storage, recordkeeping, approval, labeling, promotion and marketing, distribution, post-approval monitoring
and reporting, sampling, and import and export of pharmaceutical products. Biological products are approved for marketing under provisions of the Public
Health Service Act, or PHS Act. However, because most biological products also meet the definition of “drugs” under the FD&C Act, they are also subject to
regulation under FD&C Act provisions. The PHS Act requires the submission of a biologics license application (“BLA”), rather than a New Drug Application
("NDA"), for market authorization. However, the application process and requirements for approval of BLAs are similar to those for NDAs, and biologics are
associated with similar approval risks and costs as drugs.

Failure to comply with applicable U.S. requirements may subject a company to a variety of administrative or judicial sanctions, such as FDA refusal to
approve pending NDAs or BLAs, untitled or warnin