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ASSETS
Current Assets

Cash and cash equivalents
Short term investments
Restricted cash

PART I. FINANCIAL INFORMATION
Item 1. Consolidated Financial Statements
NEOSTEM, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Unaudited)

Accounts receivable trade, less allowance for doubtful accounts of $295,215 and $273,600, respectively

Inventories

Prepaids and other current assets
Total current assets

Property, plant and equipment, net
Land use rights, net

Goodwill

Intangible assets, net
Lease rights, net
Customer list, net
Other intangible assets, net
Total intangible assets, net

Other assets

LIABILITIES AND EQUITY
Current liabilities

Accounts payable

Accrued liabilities

Bank loans
Notes payable

Unearned revenues
Total current liabilities

Long-term liabilities
Deferred tax liability
Deferred rent liability
Unearned revenues
Amount due related party

COMMITMENTS AND CONTINGENCIES

Convertible Redeemable Series C Preferred stock; 8,177,512 shares designated, liquidation value $12.50 per
share; 8,177,512 shares issued and outstanding at December 31, 2009

EQUITY

Shareholders' Equity

Preferred stock; authorized, 20,000,000 shares

Series B convertible redeemable preferred stock liquidation value, 1 share of common stock, $.01 par value; 825,000

shares designated; issued and outstanding, 10,000 shares at September 30, 2010 and December 31, 2009

Common stock, $.001 par value, authorized 500,000,000 shares; issued and outstanding, 57,613,794 at September 30,

2010 and 37,193,491 shares at December 31, 2009

Additional paid-in capital
Accumulated deficit

Accumulated other comprehensive income (loss)

Total shareholders' equity
Noncontrolling interests
Total equity

See accompanying notes to consolidated financial statements.

September 30, December 31,
2010 2009
$ 4,066,693 $ 7,159,369
257,415 287,333
3,321,610 4,714,610
4,522,304 5,725,241
14,670,611 12,979,008
1,419,234 933,657
28,257,867 31,799,218
33,208,054 21,271,405
4,718,154 4,698,567
35,115,954 34,425,728
381,751 633,136
14,213,311 15,079,567
708,171 747,288
15,303,233 16,459,991
367,266 238,941
$ 116,970,528 $ 108,893,850
$ 7,622,209 $ 8,263,718
4,709,170 2,965,525
- 2,197,500
6,544,682 9,793,712
1,694,081 2,048,400
20,570,142 25,268,855
4,345,940 4,440,748
49,513 -
217,510 224,705
8,074,049 7,234,291
- 13,720,048
100 100
57,613 37,193
132,974,293 95,709,491
(88,978,685) (71,699,191)
1,583,208 (67,917)
45,636,529 23,979,676
38,076,845 34,025,527
83,713,374 58,005,203
$ 116,970,528 $ 108,893,850




NEOSTEM, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

Revenues
Cost of revenues

Gross profit

Research and development
Selling, general, and administrative

Operating loss

Other income (expense):
Other income (expense), net
Interest expense

Loss from operations before provision for income taxes and noncontrolling
interests
Provision for income taxes

Net loss

Less - net income attributable to noncontrolling interests
Net loss attributable to controlling interests

Preferred dividends
Net loss attributable to common shareholders

Basic and diluted loss per share

Weighted average common shares outstanding

Three Months Ended September 30, Nine Months Ended September 30,

2010 2009 2010 2009

$ 16475558 $ 85067 $ 51,716,260 $ 157,709
11,232,819 53,121 35,015,540 92,940
5,242,739 31,946 16,700,720 64,769
1,679,945 1,829,775 5,113,487 2,599,667
9,306,622 5,433,468 23,442,282 11,209,772
(5,743,828) (7,231,297) (11,855,049)  (13,744,670)
45,829 13,123 31,326 25,816
(10,663) (1,038) (25,380) (58,966)
35,166 12,085 5,946 (33,150)
(5,708,662) (7,219,212) (11,849,103)  (13,777,820)
285,976 - 1,191,179 -
(5,994,638) (7,219,212)  (13,040,282)  (13,777,820)
1,145,588 - 4,085,743 -
(7,140,226) (7,219,212)  (17,126,025)  (13,777,820)

- 404,141 153,469 655,868

$  (7,140226) $ (7,623,353) $ (17,279,494) $ (14,433,688)
$ (0.13) $ (0.90) $ (0.36) $ (1.78)
56,777,430 8,511,150 48,599,359 8,096,469

See accompanying notes to consolidated financial statements.




NEOSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Cash flows from operating activities:
Net Loss
Adjustments to reconcile net loss to net cash used in operating activities:
Common stock, stock options and warrants issued as payment for compensation, and services rendered
Depreciation and amortization
Loss on short-term investments
Bad debt expense
Deferred tax liability
Changes in operating assets and liabilities:
Prepaid expenses and other current assets
Accounts receivable
Inventory
Unearned revenues
Other assets
Accounts payable, accrued expenses and other current liabilities
Net cash used in operating activities
Cash flows from investing activities:
Investment in short-term investments
Proceeds from short-term investments
Cash restricted as collateral for bank loans
Acquisition of property and equipment
Net cash used in investing activities
Cash flows from financing activities:
Net proceeds from the issuance of convertible redeemable preferred stock and warrants
Net proceeds from the exercise of warrants and options
Net proceeds from issuance of capital stock
Proceeds from related party
Repayment of bank loans
Proceeds from notes payable
Repayment of notes payable
Payment of dividend
Payment of capitalized lease obligations
Net cash provided by financing activities
Effect of currency exchange rate change
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental Disclosure of Cash Flow Information:
Cash paid during the period for:
Interest
Taxes
Supplemental Schedule of non-cash investing activities
Acquisition of property and equipment
Capitalized interest
Supplemental Schedule of non-cash financing activities
Financing costs for capital stock raises
Conversion of Convertible Redeemable Series C Preferred stock

See accompanying notes to consolidated financial statements.

For the Nine Months Ended
September 30,

2010

2009

$ (13,040,282) $ (13,777,820)

7,399,842 3,832,116
2,556,994 96,506
7,215 -
16,311 -
(182,417) -
(461,743) (436,831)
1,278,573 (156,464)
(1,405,838) -
(392,040) 189,179
(128,225) -
1,175,902 741,443
(3,175,708) (9,511,871)
(2,424,132) -
2,452,015 -
1,463,710 (180,327)
(12,510,648) (690,981)
(11,019,055) (871,308)
- 15,669,220
3,101,850 -
13,138,948 -
566,775 -
(2,203,650) -
13,256,799 1,431,453
(16,644,465) (1,284,753)
(222,924) -
- (14,726)
10,993,333 15,801,194
108,754 -
(3,092,676) 5,418,015
7,159,369 430,786
$ 4066693 $ 5848801
$ 219,376 17,823
1,784,325 -
348,488 -
307,200 -
75,466 -
13,720,048 -




NEOSTEM, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — The Company

NeoStem, Inc. (“NeoStem” or the “Company”) was incorporated under the laws of the State of Delaware in September 1980 under the name Fidelity Medical
Services, Inc. The Company’s corporate headquarters are located at 420 Lexington Avenue, Suite 450, New York, NY 10170, its telephone number is (212)
584-4180 and its website address is www.neostem.com.

In 2009, through the Company’s expansion efforts within China and with the acquisition of a controlling interest in Suzhou Erye Pharmaceuticals Company
Ltd. (“Erye”), the Company transitioned into a multi-dimensional international biopharmaceutical company with product and service revenues, global
research and development capabilities and operations in three distinct business units: (i) U.S. adult stem cells, (ii) China adult stem cells, and (iii) China
pharmaceuticals, primarily antibiotics. These business units are expected to provide platforms for the accelerated development and commercialization of
innovative technologies and products in both the U.S. and China.

In the U.S., the Company is a leading provider of adult stem cell collection, processing and storage services enabling healthy individuals to donate and store
their stem cells for personal therapeutic use. Similar to the banking of cord blood, pre-donating cells at a younger age helps to ensure a supply of one’s own
stem cells should they be needed for future medical treatment. The Company’s current network of U.S. adult stem cell collection centers is focused primarily
in the Southern California and Northeast markets and during 2010 we have been entering into new agreements for collection centers with the goal of
expanding our coverage to ten centers by the end of 2010. Each collection center agreement is effectively a license that grants a physician practice the right to
participate in the Company’s stem cell collection network and access to its stem cell banking technology, which includes its know-how, trade secrets,
copyrights and other intellectual property rights owned by the Company and utilized in connection with the delivery of stem cell collection services. The
Company’s stem cell banking technology is proprietary and the subject of pending patent applications. The terms of NeoStem’s collection center agreements
are substantially similar. NeoStem grants to each physician practice serving as a collection center a non-exclusive license to use its trademarks and intellectual
property but otherwise retains all rights thereto, and each collection center is bound by confidentiality obligations to NeoStem and non-competition
provisions. NeoStem provides adult stem cell processing and storage services, as well as expertise and certain business, management and administrative
services of a non-clinical nature in support of each physician practice serving as a collection center. In each case, the physician practice agrees that NeoStem
will be its exclusive provider of adult stem cell processing and storage, management and other specified services. The agreements also make clear that since
NeoStem is not licensed to practice medicine, NeoStem cannot and does not participate in clinical care or clinical decision making, both of which are
exclusively the responsibility of the collection center (i.e., the responsibility of the physician or the medical practice). The agreements provide for the
payment to NeoStem by the collection center of specified fees that typically include upfront licensing fees and license maintenance fees. As part of the
licensing program, NeoStem also provides marketing and administrative support services. NeoStem does not have any equity or other ownership interest in
any of the physician medical practices that serve as collection centers. Each of the agreements is for a multi-year period, depending on the particular center,
and typically has an automatic renewal provision for consecutive one year periods at the end of the initial term that also permits either party to terminate prior
to renewal. The agreements may also relate to a territory from which patients seek collection services. The agreements contain insurance obligations and
indemnification provisions, limitations on liability, non-compete provisions and other standard provisions. Generally, the agreements may be terminated by
either party with prior written notice in the event of an uncured material breach by the other party and may be terminated by either party in the event of the
other party’s bankruptcy, insolvency, receivership or other similar circumstances, or, depending on the agreement, certain other specified occurrences.

In addition to the Company’s services, the Company is conducting research and development activities on its own at its laboratory facility in Cambridge,
Massachusetts and through collaborations in pursuit of diagnostic and therapeutic applications using autologous adult stem cells, including applications using
its VSEL™ Technology, with regard to very small embryonic-like stem cells, which it licenses from the University of Louisville.

In 2009, the Company began several China-based, adult stem cell initiatives including: (i) creating a separate China-based stem cell operation, (ii)
constructing a stem cell research and development laboratory and processing facility in Beijing, (iii) establishing relationships with hospitals to provide stem
cell-based therapies, and (iv) obtaining product licenses covering several adult stem cell therapeutics focused on regenerative medicine. In 2010, the
Company began offering stem cell banking services and certain stem cell therapies to patients in Asia, as well as to foreigners traveling to Asia seeking
medical treatments that are either unavailable or cost prohibitive in their home countries. In the third quarter of 2010, Weihai Municipal Price Bureau, the
local authority in charge of pricing for public medical services in China, approved the pricing for single side and bilateral arthroscopic orthopedic autologous
adult stem cell based treatment licensed by the Company which is being administered at Wendeng Orthopedic Hospital based in Wendeng, Shandong
Province, China, and Weihai Municipal Labor Bureau Medical Insurance Office approved Wendeng Hospital's application for reimbursement whereby
patients are eligible to receive reimbursement for up to 80% of the cost of the orthopedic procedure under the new technology category.




The cornerstone of the Company’s China pharmaceuticals business is the 51% ownership interest it acquired in Erye in October 2009. On October 30,
2009, China Biopharmaceuticals Holdings, Inc. (“CBH”) merged with and into CBH Acquisition LLC (“CBH Merger Sub”), a wholly-owned subsidiary of
NeoStem, with Merger Sub as the surviving entity (the “Erye Merger”). As a result of the Erye Merger, NeoStem acquired CBH’s 51% ownership interest in
Erye, a Sino-foreign joint venture with limited liability organized under the laws of the People’s Republic of China. Erye was founded more than 50 years
ago and represents an established, vertically-integrated pharmaceutical business. Historically, Erye has concentrated its efforts on the manufacturing and
distribution of generic antibiotic products and has received more than 160 production certificates from the State Food and Drug Administration of China
(“SFDA?”), covering both antibiotic prescription drugs and active pharmaceutical intermediates.

The results of operations for Erye are included in our consolidated results of operations beginning on October 30, 2009. The results of operations for periods
prior to October 30, 2009 reflect NeoStem as a stand-alone entity.

On September 16, 2010, the Board of Directors of NeoStem and on September 22, 2010 the Board of Managers of Progenitor Cell Therapy, LLC, a Delaware
limited liability company (“PCT”), unanimously approved the merger (the “PCT Merger”) of NBS Acquisition Company, LLC, a newly formed wholly-
owned subsidiary of NeoStem (“Subco”), with and into PCT pursuant to an Agreement and Plan of Merger, dated September 23, 2010 (as such agreement
may be amended from time to time, the “PCT Agreement and Plan of Merger”), among NeoStem, PCT and Subco. PCT is an internationally recognized cell
therapy services and development company that, through its cell therapy manufacturing facilities and team of professionals, facilitates the preclinical and
clinical development and eventual commercialization of cellular therapies for clients in the United States and internationally. To its clients, PCT offers current
Good Manufacturing Practices (cGMP)-compliant cell transportation, manufacturing, storage and distribution services and supporting clinical trial design,
process development, logistics, and regulatory and quality systems development services. PCT serves the developing cell therapy industry, including
biotechnology, pharmaceutical and medical products companies, health care providers, and academic investigators, from licensed, state-of-the-art cell therapy
manufacturing facilities in Allendale, New Jersey and Mountain View, California. PCT supports the research of leading academic investigators designed to
expedite the broad clinical application of cell therapy.

Pursuant to the terms of the PCT Agreement and Plan of Merger, all of the membership interests of PCT outstanding immediately prior to the effective time
of the PCT Merger (the “Effective Time”) will be converted into the right to receive, in the aggregate, 11,200,000 shares of the common stock, par value
$0.001 per share, of NeoStem (the “NeoStem Common Stock” or the “Parent Common Stock™) and, subject to the satisfaction of certain conditions, warrants
to purchase a minimum of 1,000,000 shares and a maximum of 3,000,000 shares of NeoStem Common Stock, as follows:

@) common stock purchase warrants to purchase one million (1,000,000) shares of Parent Common Stock exercisable over a seven year period at
an exercise price of $7.00 per share (the “$7.00 Warrants”), and which will vest only if a specified business milestone is accomplished within
three (3) years of the closing date of the PCT Merger; and

(ii) common stock purchase warrants to purchase one million (1,000,000) shares of Parent Common Stock exercisable over a seven year term at an
exercise price of $3.00 per share (the “$3.00 Warrants”), if the volume weighted average of the closing prices of sales of Parent Common Stock
on the NYSE-Amex for the three (3) trading days ending on the trading day that is two (2) days prior to the closing date of the PCT Merger (the
“Parent Per Share Value”) is less than $2.50; and

(iii) common stock purchase warrants to purchase one million (1,000,000) shares of Parent Common Stock exercisable over a seven year period at
an exercise price of $5.00 per share (the “$5.00 Warrants”) and, collectively with the $7.00 Warrants and the $3.00 Warrants (the “Warrants”), if
the Parent Per Share Value is less than $1.70.

The shares of Parent Common Stock issuable in the PCT Merger are subject to adjustment, provided that in no event will NeoStem be required to issue more
than 11,200,000 shares of NeoStem Common Stock.

Note 2 — Summary of Significant Accounting Policies
Principles of Consolidation: The consolidated financial statements include the accounts of NeoStem, Inc. and its wholly owned and partially owned
subsidiaries and affiliates as listed below:

Entity Percentage of Ownership Location
NeoStem, Inc. Parent Company United States of America
NeoStem Therapies, Inc. 100% United States of America
Stem Cell Technologies, Inc. 100% United States of America
NeoStem (China) Inc. 100% People’s Republic of China
Qingdao Niao Bio-Technology Ltd.* < People’s Republic of China
Beijing Ruijiao Bio-Technology Ltd.* * People’s Republic of China
China Biopharmaceuticals Holdings, Inc. (CBH) 100% United States of America
Suzhou Erye Pharmaceuticals Company Ltd. 51% owned by CBH People’s Republic of China




* Because certain regulations in the People’s Republic of China (“PRC”) currently restrict or prohibit foreign entities from holding certain licenses and
controlling certain businesses in China, the Company created a wholly foreign-owned entity, or WFOE, NeoStem (China), to implement its expansion
initiatives in China. To comply with China’s foreign investment regulations with respect to stem cell-related activities, these business initiatives in China are
conducted via two Chinese domestic entities, Qingdao Niao Bio-Technology Ltd., or Qingdao Niao, and Beijing Ruijieao Bio-Technology Ltd., or Beijing
Ruijieao, that are controlled by the WFOE through various contractual arrangements and under the principles of consolidation the Company consolidates
100% of their operations.

Basis of Presentation: The consolidated balance sheet as of September 30, 2010, the consolidated statements of operations for the three and nine months
ended September 30, 2010 and 2009, and the consolidated statements of cash flows for the nine months ended September 30, 2010 and 2009 and related
disclosures contained in the accompanying notes are unaudited. The consolidated balance sheet as of December 31, 2009 is derived from the audited
consolidated financial statements included in the annual report filed on Form 10-K with the U.S. Securities and Exchange Commission (the “SEC”) as
adjusted — see Note 4. The consolidated financial statements are presented on the basis of accounting principles that are generally accepted in the United
States of America for interim financial information and in accordance with the instructions of the SEC on Form 10-Q and Rule 10-01 of Regulation S-X.
Accordingly, they do not include all the information and notes required by accounting principles generally accepted in the United States for a complete set of
financial statements. In the opinion of management, all adjustments (which include only normal recurring adjustments) necessary to present fairly the
consolidated balance sheet as of September 30, 2010 and the results of operations and cash flows for the periods ended September 30, 2010 and 2009 have
been made. The results for the three and nine months ended September 30, 2010 are not necessarily indicative of the results to be expected for the year ending
December 31, 2010 or for any other period. The consolidated financial statements should be read in conjunction with the audited consolidated financial
statements and the accompanying notes for the year ended December 31, 2009 included in the Company’s Annual Report on Form 10-K filed with the SEC.

Certain reclassifications have been made to prior year amounts to conform to the current year presentation. In particular, at December 31, 2009, the Company
reclassified short term investments of $287,300 from Prepaid and other current assets to Short term investments, unearned revenues in excess of one year of
$224,700 from Current liabilities to Long-term liabilities. In addition, for the Statement of Cash Flows for the nine months ended September 30, 2009 the
Company revised its presentation of the reconciliation of cash flows from operating activities to reconcile such cash flows from Net loss attributable to
common shareholders to Net Loss. Lastly, the company reclassed the 2009 amount related to Cash restricted as collateral for bank loans from financing
activities to investing activities.

In reviewing share-based payment expense to both employees and non-employees, the Company recorded an adjustment in the three months ended September
30, 2010 of approximately $920,000 to reduce share-based payment expense for amounts previously recognized in the prior quarters of 2010 and in the year
ended December 31, 2009.

Use of Estimates: The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements. Estimates also affect the reported amounts of revenues and expenses during the reporting
period. Accordingly, actual results could differ from those estimates.

Cash Equivalents: Short-term cash investments, which have a maturity of ninety days or less when purchased, are considered cash equivalents.

Concentration of Risks: For the three and nine months ended September 30, 2010, two major suppliers provided approximately 16.5% and 19.7%,
respectively, of Erye’s purchases of raw materials with each supplier individually accounting for approximately 8.8% and 7.7%, and 11.7% and
8.0%, respectively. As of September 30, 2010, the total accounts payable to the two major suppliers was 19.6% of the total accounts payable balance.

Foreign Exchange Risk: Since 2005, the PRC government has followed a policy of establishing the value of the Renminbi on a basket of certain foreign
currencies and as a result the value of the Renminbi has fluctuated within a narrow and managed band. However, the Chinese government has come under
increasing U.S. and international pressure to revalue the Renminbi or to permit it to trade in a wider band, which many observers believe would lead to
substantial appreciation of the Renminbi against the U.S. dollar and other major currencies. On June 19, 2010, the central bank of China announced that it
will gradually modify its monetary policy and make the Renminbi’s exchange rate more flexible and allow the Renminbi to appreciate in value in line with its
economic strength. There can be no assurance that the Renminbi will be stable against the U.S. dollar.




Economic and Political Risks: The Company faces a number of risks and challenges since a significant amount of its assets are located in China and its
revenues are derived primarily from its operations in China. China is a developing country with a young economic market system overshadowed by the state.
Its political and economic systems are very different from the more developed countries and are still in the stage of change. China also faces many social,
economic and political challenges that may produce major shocks and instabilities and even crises, in both its domestic arena and its relationship with other
countries, including but not limited to the United States. Such shocks, instabilities and crises may in turn significantly and negatively affect the Company’s
performance.

Approximately 70% of Erye’s sales are derived from products that use penicillin or cephalosporin as the key active ingredient. These products are
manufactured on two of the eight production lines in Erye’s manufacturing facility. Any issues or incidents that might disrupt the manufacturing of products
requiring penicillin or cephalosporin could have a material impact on the operating results of Erye. Any interruption or cessation in production could impact
market sales.

Restricted Cash: Restricted cash represents cash required to be deposited with banks in China as collateral for the balance of bank notes payable and are
subject to withdrawal restrictions according to the agreement with the bank. The required deposit rate is approximately 30-50% of the notes payable balance.

Accounts Receivable: Accounts receivable are carried at original invoice amount less an estimate made for doubtful accounts. The Company applies judgment
in connection with establishing the allowance for doubtful accounts. Specifically, the Company analyzes the aging of accounts receivable balances, historical
bad debts, customer concentration and credit-worthiness, current economic trends and changes in the Company’s customer payment terms. Significant
changes in customer concentrations or payment terms, deterioration of customer credit-worthiness or weakening economic trends could have a significant
impact on the collectability of the receivables and the Company’s operating results. If the financial condition of the Company’s customers were to deteriorate,
resulting in an impairment of their ability to make payments, additional allowances may be required. Management regularly reviews the aging of receivables
and changes in payment trends by its customers, and records a reserve when it believes collection of amounts due are at risk.

Inventories: Inventories are stated at the lower of cost or market using the first-in, first-out basis. The Company reviews its inventory periodically and will
reduce inventory to its net realizable value depending on certain factors, such as product demand, remaining shelf life, future marketing plans, obsolescence
and slow-moving inventories.

Inventories consisted of the following (in thousands):

September 30, December 31,

2010 2009
Raw materials $ 5,178.8 $ 6,338.8
Work in process 2,844.7 666.7
Finished goods 6,647.1 5,973.5
Total inventory $ 14,670.6 $ 12,979.0

Property, Plant, and Equipment: The cost of property and equipment is depreciated over the estimated useful lives of the related assets of 3 to 30 years. The
cost of computer software programs are amortized over their estimated useful lives of five years. Depreciation is computed on the straight-line method.
Repairs and maintenance expenditures that do not extend original asset lives are charged to expense as incurred.

Property, plant, and equipment consisted of the following (in thousands):

September 30, December 31,

2010 2009

Building and improvements $ 1,644.0 $ -
Machinery and equipment 23,890.7 3,289.3
Lab equipment 699.8 704.2
Furniture and fixtures 301.1 273.2
Vehicles 269.8 75.3
Software 91.9 81.7
Leasehold improvements 64.9 58.4
Construction in progress 7,640.5 17,075.1

34,602.7 21,557.2
Accumulated depreciation (1,394.6) (285.8)

Total property, plant, and equipment

$ 33,208.1 $

21,271.4




The Company’s results included depreciation expense of approximately $581,818 and $27,692 for the three months ended September 30, 2010 and 2009,
respectively, and $1,058,718 and $70,099 for the nine months ended September 30, 2010 and 2009, respectively.

Erye is constructing a new factory and is in the process of relocating to the new facility as the project is completed. Construction in progress is related to this
production facility which is being built in accordance with the PRC’s Good Manufacturing Practices (“GMP”) Standard. The Company expects that the
construction will be completed in 2011; however, certain elements of the project have been completed and put into service in 2010. The estimated additional
cost to complete construction will be approximately $7.5 million. No depreciation is provided for construction-in-progress until such time the assets are
completed and placed into service. Interest incurred during the period of construction, if material, is capitalized.

Income Taxes: The Company recognizes (a) the amount of taxes payable or refundable for the current year and (b) deferred tax liabilities and assets for the
future tax consequences of events that have been recognized in the Company’s financial statements or tax returns. The Company continues to evaluate the
accounting for uncertainty in tax positions. The guidance requires companies to recognize in their financial statements the impact of a tax position if the
position is more likely than not of being sustained on audit. The position ascertained inherently requires judgment and estimates by management. For the
three and nine months ended September 30, 2010 and 2009, management does not believe the Company has any material uncertain tax positions that
would require it to measure and reflect the potential lack of sustainability of a position on audit in its financial statements. The Company will continue to
evaluate its uncertain tax positions in future periods to determine if measurement and recognition in its financial statements is necessary. The Company does
not believe there will be any material changes in its unrecognized tax positions over the next 12 months.

Comprehensive Income (Loss): The accumulated other comprehensive income (loss) balance at September 30, 2010 and December 31, 2009 in the amount of
$1,583,200 and $(67,900), respectively, is comprised entirely of cumulative gains and losses resulting from foreign currency translation. Comprehensive loss

for the three and nine months ended September 30, 2010 and 2009 was as follows (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,

2010 2009 2010 2009
Net loss $ (5,994.6) $ (7,219.2) $  (13,040.3) $  (13,777.8)
Other comprehensive income (loss)

Foreign currency translation 1,483.4 (7.5) 1,651.1 (7.6)
Total other comprehensive income (loss) 1,483.4 (7.5) 1,651.1 (7.6)
Comprehensive loss (4,511.2) (7,226.7) (11,389.2) (13,785.4)

Comprehensive income attributable to non controlling interests 1,864.0 - 4,877.8 -
Comprehensive loss attributable to common shareholders $ (6,375.3) $ (7,226.7) $ (16,267.0) $ (13,785.4)

Goodwill: Goodwill represents the excess of the purchase price over the fair value of the net assets acquired in a business combination. The Company reviews
recorded goodwill for potential impairment annually or upon the occurrence of an impairment indicator. The Company performs its annual impairment test as
of December 31 each year. See Note 4.

Intangible Assets: Accounting standards require purchased intangible assets other than goodwill to be amortized over their useful lives unless those lives are
determined to be indefinite. Purchased intangible assets are carried at cost less accumulated amortization. Definite-lived intangible assets, consist of patents
and rights associated primarily with the VSEL™ Technology, patent rights owned by Erye, a lease right between Erye and its 49% shareholder, and Eyre’s
customer list. These intangible assets are amortized on a straight line basis over their respective lives. See Note 5.
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Impairment of Long-lived Assets: The Company reviews long-lived assets and certain identifiable intangibles for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset exceeds the fair value of the asset. If other events or changes in circumstances indicate that the
carrying amount of an asset that the Company expects to hold and use may not be recoverable, the Company will estimate the undiscounted future cash flows
expected to result from the use of the asset or its eventual disposition, and recognize an impairment loss. The impairment loss, if determined to be necessary,
would be measured as the amount by which the carrying amount of the assets exceeds the fair value of the assets.

Accounting for Share-Based Compensation Expense: The Company records share-based payment expense at fair value. The Company utilizes the Black-
Scholes valuation method for determination of share-based compensation expense. The Company accounts for share-based compensation transactions with
non-employees in which services are received in exchange for the equity instruments based upon the fair value of the equity instruments issued. Generally,
the Company recognizes the fair value of share-based compensation expense in net income on a straight-line basis over the requisite service period. See Note
9. For those awards that contain performance conditions, expense is generally recognized when the performance condition is deemed probable of occurring.

Earnings Per Share: Basic loss per share is based on the weighted effect of all common shares issued and outstanding, and is calculated by dividing net
loss attributable to common shareholders by the weighted average shares outstanding during the period. Diluted loss per share, which is calculated by
dividing net loss attributable to common shareholders by the weighted average number of common shares used in the basic earnings per share calculation plus
the number of common shares that would be issued assuming conversion of all potentially dilutive securities outstanding, is not presented as such potentially
dilutive securities are anti-dilutive in all periods presented. For the three and nine months ended September 30, 2010 and 2009, the Company incurred net
losses and therefore no common stock equivalents were utilized in the calculation of earnings per share. At September 30, 2010 and 2009, the Company
excluded the following potentially dilutive securities:

September 30, 2010  September 30, 2009

Stock Options 13,558,214 4,633,300
‘Warrants 17,352,028 18,196,780
Series D Convertible Redeemable Preferred Stock - 12,932,510

Revenue Recognition: The Company recognizes revenue from pharmaceutical and pharmaceutical intermediary products sales when title has passed, the risks
and rewards of ownership have been transferred to the customer, the fee is fixed and determinable, and the collection of the related receivable is probable
which is generally at the time of delivery. The Company initiated the collection and banking of autologous adult stem cells in the fourth quarter of 2006. The
Company recognizes revenue related to the collection and cryopreservation of autologous adult stem cells when the cryopreservation process is completed
which is generally twenty four hours after cells have been collected. Revenue related to advance payments of storage fees is recognized ratably over the
period covered by the advanced payments. The Company earns revenue, in the form of license fees, from physicians seeking to establish autologous adult
stem cell collection centers. These license fees are typically billed upon signing of the collection center agreement and qualification of the physician by the
Company’s credentialing committee and at various times during the term of license agreement based on the terms of the specific agreement. The Company
also receives licensing fees from a licensee for use of its technology and knowledge to operate an adult stem cell banking operation in China, which licensing
fees are recognized as revenues ratably over the appropriate period of time to which the revenue element relates. In addition, the Company earns royalties for
the use of its name and scientific information in connection with its License and Referral Agreement with Ceregenex Corporation (see Note 12), which
royalties are recognized as revenue when they are received.
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Revenues for the three and nine months ended September 30, 2010 and 2009 were comprised of the following (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,

2010 2009 2010 2009
Revenues
Prescription drugs and intermediary pharmaceutical products $ 16,378.1 $ - 8 51,500.6 $ -
Stem cell revenues 62.0 82.6 128.4 141.2
Other revenues 355 2.5 87.3 16.5
$ 16,4756 $ 851 $ 51,716.3 $ 157.7

Fair Value Measurements: Fair value of financial assets and liabilities that are being measured and reported are defined as the exchange price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants in the principal market at the measurement date
(exit price). The Company is required to classify fair value measurements in one of the following categories:

Level 1 inputs which are defined as quoted prices (unadjusted) in active markets for identical assets or liabilities that the reporting entity has the ability to
access at the measurement date.

Level 2 inputs which are defined as inputs other than quoted prices included within Level 1 that are observable for the assets or liabilities, either directly or
indirectly.

Level 3 inputs are defined as unobservable inputs for the assets or liabilities. Financial assets and liabilities are classified based on the lowest level of input
that is significant to the fair value measurement. The Company’s assessment of the significance of a particular input to the fair value measurement requires
judgment, and may affect the valuation of the fair value of assets and liabilities and their placement within the fair value hierarchy levels.

The Company determined the fair value of funds invested in short term investments, which are considered trading securities, to be level 1 inputs measured by
quoted prices of the securities in active markets. The Company determined the fair value of funds invested in money market funds to be level 2 inputs, which
does not entail material subjectivity because the methodology employed does not necessitate significant judgment, and the pricing inputs are observed from
actively quoted markets. The following table sets forth by level within the fair value hierarchy the Company’s financial assets and liabilities that were
accounted for at fair value on a recurring basis as of September 30, 2010, and December 31, 2009 (in thousands):

September 30, 2010
Fair Value Measurements Using Fair Value Hierarchy
Level 1 Level 2 Level 3
Money Market Funds - $ 1.0 -

Short term investments $ 257.4 - _

December 31, 2009
Fair Value Measurements Using Fair Value Hierarchy
Level 1 Level 2 Level 3
Money Market Funds - $ 1,031.0 -

Short term investments $ 287.3 - -

Some of the Company’s financial instruments are not measured at fair value on a recurring basis but are recorded at amounts that approximate fair value due
to their liquid or short-term nature, such as cash and cash equivalents, restricted cash, accounts receivable, accounts payable, and notes payable.

Foreign Currency Translation: As the Company’s Chinese pharmaceutical business is a self-contained and integrated entity, and the Company’s Chinese stem
cell business’ future cash flow is expected to be sufficient to service its additional financing requirements, the Chinese subsidiaries’ functional currency is the
Renminbi (“RMB”), and the Company’s reporting currency is the US dollar. Results of foreign operations are translated at the average exchange rates during
the period, and assets and liabilities are translated at the closing rate at the end of each reporting period. Cash flows are also translated at average exchange
rates for the period, therefore, amounts reported on the consolidated statement of cash flows will not necessarily agree with changes in the corresponding
balances on the consolidated balance sheet.

Translation adjustments resulting from this process are included in accumulated other comprehensive income (loss) and amounted to $1,583,200 and
$(67,900) as of September 30, 2010 and December 31, 2009 respectively.
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Research and Development Costs: Research and development (“R&D”) expenses include salaries, benefits, and other headcount related costs, clinical trial
and related clinical manufacturing costs, contract and other outside service fees including sponsored research agreements, and facilities and overhead costs.
The Company expenses the costs associated with research and development activities when incurred.

Statutory Reserves: Pursuant to laws applicable to entities incorporated in the PRC, the PRC subsidiaries are prohibited from distributing their statutory
capital and are required to appropriate from PRC GAAP profit after tax to other non-distributable reserve funds. These reserve funds include one or more of
the following: (i) a general reserve, (ii) an enterprise expansion fund and (iii) a staff bonus and welfare fund. Subject to certain cumulative limits (i.e., 50% of
the registered capital of the relevant company), the general reserve fund requires annual appropriation at 10% of after tax profit (as determined under
accounting principles generally accepted in the PRC at each year-end); the appropriation to the other funds are at the discretion of the subsidiaries.

The general reserve is used to offset extraordinary losses. Subject to approval by the relevant authorities, a subsidiary may, upon a resolution passed by the
shareholders, convert the general reserve into registered capital provided that the remaining general reserve after the conversion shall be at least 25% of the
registered capital of the subsidiary before the capital increase as a result of the conversion. The staff welfare and bonus reserve is used for the collective
welfare of the employees of the subsidiary. The enterprise expansion reserve is for the expansion of the subsidiary’s operations and can also be converted to
registered capital upon a resolution passed by the shareholders subject to approval by the relevant authorities. These reserves represent appropriations of the
retained earnings determined in accordance with Chinese law, and are not distributable as cash dividends to the parent company, NeoStem. Statutory reserves
are $1,204,600 and $1,126,300 as of September 30, 2010 and December 31, 2009, respectively.

Relevant PRC statutory laws and regulations permit payment of dividends by the Company’s PRC subsidiaries only out of their accumulated earnings, if any,
as determined in accordance with PRC accounting standards and regulations. As a result of these PRC laws and regulations, the Company’s PRC subsidiaries
are restricted in their ability to transfer a portion of their net assets either in the form of dividends, loans or advances. The restricted amount was $211,100 at
September 30, 2010, and $213,100 at December 31, 2009.

Note 3 — Recent Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (the “FASB’) issued an amendment to the accounting and disclosure requirements for transfers of
financial assets, which was effective January 1, 2010. The amendment eliminates the concept of a qualifying special-purpose entity, changes the requirements
for derecognizing financial assets and requires enhanced disclosures to provide financial statement users with greater transparency about transfers of financial
assets, including securitization transactions, and an entity’s continuing involvement in and exposure to the risks related to transferred financial assets. The
adoption of this standard did not have a material impact on the consolidated financial statements.

In June 2009, the FASB amended the existing accounting and disclosure guidance for the consolidation of variable interest entities, which was effective
January 1, 2010. The amended guidance requires enhanced disclosures intended to provide users of financial statements with more transparent information
about an enterprise’s involvement in a variable interest entity. The adoption of this standard did not have a material impact on the consolidated financial
statements.

In October 2009, the FASB issued new guidance which addresses the accounting for multiple-deliverable arrangements to enable vendors to account for
products or services separately rather than as a combined unit and modifies the manner in which the transaction consideration is allocated across the
separately identified deliverables. The ASU significantly expands the disclosure requirements for multiple-deliverable revenue arrangements. The ASU will
be effective for the first annual reporting period beginning on or after June 15, 2010, and may be applied retrospectively for all periods presented or
prospectively to arrangements entered into or materially modified after the adoption date. Early adoption is permitted, provided that the guidance is
retroactively applied to the beginning of the year of adoption. The Company will not early adopt the guidance and will continue evaluting the impact of this
new guidance on its consolidated financial statements.

In January 2010, the FASB amended the existing disclosure guidance on fair value measurements, which was effective January 1, 2010, except for disclosures
about purchases, sales, issuances, and settlements in the roll forward of activity in Level 3 fair value measurements, which is effective January 1, 2011.
Among other things, the updated guidance requires additional disclosure for the amounts of significant transfers in and out of Level 1 and Level 2
measurements and requires certain Level 3 disclosures on a gross basis. Additionally, the updates amend existing guidance to require a greater level of
disaggregated information and more robust disclosures about valuation techniques and inputs to fair value measurements. Since the amended guidance
requires only additional disclosures, the adoption of the provisions effective January 1, 2010 did not, and for the provisions effective in 2011 will not
materially, impact its consolidated financial statements.
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In March 2010, the FASB ratified the EITF final consensus on Issue No. 08-9, “Milestone Method of Revenue Recognition.” The guidance in this consensus
allows the milestone method as an acceptable revenue recognition methodology when an arrangement includes substantive milestones. The guidance provides
a definition of substantive milestone and should be applied regardless of whether the arrangement includes single or multiple deliverables or units of
accounting. The scope of this consensus is limited to the transactions involving milestones relating to research and development deliverables. The guidance
includes enhanced disclosure requirements about each arrangement, individual milestones and related contingent consideration, information about substantive
milestones and factors considered in the determination. The consensus is effective prospectively to milestones achieved in fiscal years, and interim periods
within those years, after June 15, 2010. Early application and retrospective application are permitted. The Company will not early adopt this EITF. The
Company is evaluating the effect this standard will have upon adoption.

In April 2010, the FASB issued Accounting Standards Update (“ASU”) No. 2010-13 “Compensation — Stock Compensation”, which addresses the accounting
for stock options when denominating the exercise price of a share-based payment award in the currency of the market in which the underlying equity security
trades. A share based payment award with an exercise price denominated in the currency of market in which a substantial portion of the entity’s equity
securities trades shall not be considered to contain a condition that is not a market, performance, or service condition. Therefore such an award shall not be
classified as a liability if it otherwise qualifies for equity classification. This standard is effective in fiscal years beginning on or after December 15, 2010. The
Company is evaluating the effect this standard will have upon adoption.

Note 4 — Acquisitions

On October 30, 2009, NeoStem consummated the Erye Merger pursuant to which CBH was merged with and into Merger Sub, a wholly-owned subsidiary of
NeoStem, with Merger Sub as the surviving entity in accordance with the terms of the Agreement and Plan of Merger, dated November 2, 2008, as amended
(“Merger Agreement”) by and between NeoStem, Merger Sub, CBH and China Biopharmaceuticals Corp., a wholly-owned subsidiary of CBH (“CBC”). As
a result of the Erye Merger, NeoStem acquired CBH’s 51% ownership interest in Erye, a Sino-foreign joint venture with limited liability organized under the
laws of the PRC. Erye specializes in the production and sale of pharmaceutical products, as well as chemicals used in pharmaceutical products. Erye, which
was founded more than 50 years ago, currently manufactures and has received more than 160 production certifications from the SFDA covering both
antibiotic prescription drugs and active pharmaceutical intermediaries. Suzhou Erye Economy and Trading Co. Ltd. (“EET”) owns the remaining 49%
ownership interest in Erye. The Company and EET have negotiated a revised joint venture agreement, which has been approved in principle by the PRC
governmental authorities.

Pursuant to the terms of the Merger Agreement, NeoStem issued an aggregate of 13,750,167 shares of its common stock, with a fair value of $20,762,800,
and 8,177,512 shares of Series C Convertible Preferred Stock, with a fair value of $13,720,000, in exchange for outstanding CBH securities. In addition, the
Company issued Class E warrants to purchase 1,603,191 shares of NeoStem Common Stock, with a fair value of $590,800, to replace warrants issued by
CBH.

The fair value of the identifiable net assets acquired in the Erye Merger was $34,904,300. The fair value of the equity issued as consideration by NeoStem
was $35,073,600 and the fair value of the noncontrolling interests of Erye was $33,698,200. The goodwill that has been created by this acquisition is
reflective of the values and opportunities of expanded access to healthcare in the PRC, the designation of certain antibiotics as essential medicines in China,
and that a majority of Erye’s antibiotics are on the central or provincial governments’ drug formularies. Due to the structure of the transaction, none of the
goodwill is expected to be tax deductible.
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The summary of assets acquired and liabilities assumed on October 30, 2009 is as follows (in thousands):

Cash & Restricted Cash $ 4,451.2
Accounts Receivable 6,199.5
Inventories 12,469.0
Other Current Asset 2,925.2
Property, Plant & Equipment 18,922.6
Intangibles and land use rights 20,905.9
Goodwill 33,867.6
Accounts Payable $ 6,256.8
Other Liabilities 2,895.3
Deferred Tax Liability 4,720.8
Notes Payable 9,618.1
Amounts due Related Party 7,478.1

A preliminary allocation of the consideration transferred to the net assets of Erye was made as of the acquisition date. During the first nine months of 2010,
the Company adjusted the preliminary values assigned to certain assets and liabilities in order to reflect additional information obtained since the Erye Merger
date. The estimated purchase price allocation is subject to revision based on additional valuation work that is being conducted. The final allocation is pending
the receipt of this valuation work and the completion of the Company’s internal review, which is expected in the fourth quarter 2010. Under business
combinations accounting guidance, the Company has up to one year from the date of the Erye Merger to finalize the allocation of the consideration
transferred. A preliminary assessment of valuation work currently being completed indicates that Goodwill could be decreased approximately $7 million to
$9.5 million with a corresponding increase in long lived and indefinite lived intangible assets, net of an increase in deferred tax liabilities. Increases in
amortization of intangible assets is not expected to have a material impact on the net loss reported for 2009 or the net loss reported for the nine months ended
September 30, 2010.

A preliminary allocation of the consideration transferred to the net assets of CBH was made as of the Erye Merger date. During the nine months ended
September 30, 2010, the Company continued to review its preliminary allocation of the purchase price associated with the Erye Merger and made the
following retrospective adjustments as of the Erye Merger date:

The Company determined that finished goods inventory acquired in connection with the Erye Merger was incorrectly valued and should have been
increased by approximately $1,917,000 to step-up such inventory to fair value at the Erye Merger date. Such finished goods inventory has been sold
through December 31, 2009. Therefore, at December 31, 2009, there is no effect on the reported balance of inventories in the consolidated balance
sheets.

The Company determined that the fair value of the acquired customer list intangible asset was incorrectly valued by approximately $1,700,000 due
to the inclusion of future tax benefits that will not be realized for local Chinese tax purposes in the Company’s estimates of future cash flows used to
value this intangible asset.

The Company determined that it had incorrectly accounted for the book/tax basis differences that arose in recording the fair value of the net assets
acquired in connection with the Erye Merger. Such increases to fair value, while deductible for book purposes, are not deductible for local Chinese
tax purposes but require recognition of the impact such non-deductibility will have on future tax expense. Specifically, the Company did not
establish at the Erye Merger date deferred tax liabilities of approximately $4,720,800 for such book/tax basis differences.
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The Company evaluated the materiality of these errors from both a qualitative and quantitative perspective and concluded that these errors were immaterial to
the consolidated financial statements taken as a whole for the fiscal year ended December 31, 2009. The effect of these immaterial errors and related
retrospective adjustments at December 31, 2009 and for the year then ended are summarized as follows (in thousands, except share and per share amounts):

Consolidated Balance Sheet
Assets:
Current assets
Property, plant and equipment, net
Goodwill
Land use rights, net
Lease rights
Customer list, net
Other intanbilbles
Other assets

Liabilities and Equity
Current liabilities
Deferred tax liability
Amount due related party

Convertible redeemable Series C preferred stock

Preferred stock Series B convertible, redeemable
Common stock

Additional paid in capital

Accumulated deficit

Accumulated other comprehensive loss

Non controlling interests

Total equity

As Previously

Reported Adjustment As Adjusted

$ 31,799.2  $ - % 31,799.2

21,299.4 (28.0) 21,271.4

29,862.1 4,563.6 34,425.7

4,698.6 - 4,698.6

633.2 - 633.2

16,756.1 (1,676.5) 15,079.6

747.3 - 747.3

238.9 - 238.9

$  106,034.8 $ 2,859.1 $  108,893.9

$ 25,4936 $ - 3 25,493.6

- 4,440.7 4,440.7

7,234.3 - 7,234.3

13,720.0 - 13,720.0

0.1 - 0.1

37.2 - 37.2

95,709.5 - 95,709.5
(70,878.8) (820.3) (71,699.1)
(67.9) - (67.9)

34,786.8 (761.3) 34,025.5

59,586.9 (1,581.6) 58,005.3

$ 106,034.8 $ 2,859.0 $ 108,893.9
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As Previously

Consolidated Statement of Operations Reported Adjustment As Adjusted
Revenues $ 11,565.1 $ - 3 11,565.1
Cost of revenues 7,587.2 1,917.0 9,504.2

Gross Profit 3,977.9 (1,917.0) 2,060.9
Research and Development 4,318.8 - 4,318.8
Selling, general and administrative 23,459.6 (28.4) 23,431.2

Operating Loss (23,800.5) (1,888.6) (25,689.1)
Other income (expense):

Other income (expense), net 1.4 - 1.4
Interest expense (37.8) - (37.8)
(39.2) 0.0 (39.2)
Loss from operations before provision for income taxes and non-controlling interests (23,839.7) (1,888.6) (25,728.3)
Provision for taxes 344.2 (280.0) 64.2
Net loss (24,183.9) (1,608.6) (26,092.9)
Less-net income (loss) attributable to non-controlling interests 1,088.6 (788.2) 300.4
Net Loss attributable to controlling Interests (25,272.5) (820.4) (26,092.9)
Preferred Dividends 5,612.0 - 5,612.0
Net Loss attributable to common shareholders $ (30,884.5) $ (820.4) $ (31,704.9)
Basic and diluted loss per share $ (2.37) $ (2.44)
Weighted average common shares outstanding 13,019,518 13,019,518

As Previously

Consolidated Statement of Equity Reported Adjustment As Adjusted
Preferred stock Series B convertible, redeemable $ 01 $ - 3 0.1
Common stock 37.2 - 37.2
Additional paid in capital 95,709.5 - 95,709.5
Accumulated deficit (70,878.8) (820.4) (71,699.2)
Accumulated other comprehensive loss (67.9) - (67.9)
Non controlling interests 34,786.8 (788.2) 33,998.6
Total equity $ 59,5869 $ (1,608.6) $ 57,9783

17




As Previously

Consolidated Statement of Cash Flow Reported Adjustment As Adjusted

Cash flows from operating activities:
Net Loss $ (24,183.9) $ (1,608.6) $ (25,792.5)
Adjustments to reconcile net loss to net cash used in operating activities:

Common Stock, stock options and warrants issued as payment for compensation and services

rendered 12,324.0 - 12,324.0

Depreciation and amortization 577.0 (28.4) 548.6

Bad debt expense (90.2) - (90.2)

Deferred tax liability - (280.0) (280.0)

Realization of step in basis of inventory received at date of acquisition - 1,917.0 1,917.0

Unearned revenues

Deferred acquisition costs

Changes in operating assets and liabilities:

Prepaid expenses and other current assets 1,796.7 - 1,796.7

Accounts receivable 571.7 - 571.7

Inventory (2,427.1) - (2,427.1)

Other assets (238.9) - (238.9)

Unearned revenues 1,991.8 - 1,991.8

Payments to related party (243.8) - (243.8)

Accounts payable, accrued expenses - - -

and other current liabilities 1,274.7 - 1,274.7

Net cash used in operating activities (8,648.0) - (8,648.0)
Cash associated with Merger 696.5 - 696.5
Acquisition of property and equipment (2,387.6) - (2,387.6)
Net cash used in investing activities (1,691.1) - (1,691.1)
Net proceeds from issuance of Series D Preferred Stock 15,669.2 - 15,669.2
Proceeds from bank loans 2,197.5 - 2,197.5
Cash restricted as collateral for bank loans (959.9) - (959.9)
Proceeds from notes payable 2,918.3 - 2,918.3
Payment of capitalized lease obligations (14.7) - (14.7)
Proceeds from sale of convertible debentures (2,742.7) - (2,742.7)
Net cash provided by financing activities 17,067.7 - 17,067.7
Net increase in cash 6,728.6 - 6,728.6
Cash and cash equivalents at beginning of year 430.8 - 430.8
Cash and cash equivalents at end of year $ 7,159.4 $ - $ 7,159.4
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Presented below is the unaudited proforma information as if the acquisition had occurred at the beginning of the three and nine months ended September 30,
2009 along with a comparison to the reported results for the three and nine ended September 30, 2010 (in thousands, except share and per share amounts):

(in $000 except for Per Share Data) Three Months Ended Nine Months Ended

September 30, 2010  September 30, 2009  September 30, 2010  September 30, 2009

(As Reported) (Proforma) (As Reported) (Proforma)

Revenues $ 16,475.6 $ 17,0741  $ 51,716.3 $ 45,181.6
Cost of revenues 11,232.9 11,273.3 35,015.5 30,139.0
Gross Profit 5,242.7 5,800.8 16,700.8 15,042.6
Research and development 1,679.9 1,898.5 5,113.5 2,941.1
Selling, general and administrative 9,306.6 7,034.0 23,442.3 16,037.0
Operating loss (5,743.8) (3,131.7) (11,855.0) (3,935.5)
Other income (expense), net 35.2 58.0 5.9 (14.7)
Loss from operations before provision for income taxes and noncontrolling interests (5,708.6) (3,073.7) (11,849.1) (3,950.2)
Provision for taxes 286.0 493.5 1,191.2 1,295.1
Net loss (5,994.6) (3,567.2) (13,040.3) (5,245.3)
Less-net income attributable to noncontrolling interests 1,145.6 1,789.3 4,085.7 4,188.2
Preferred dividends - 404.1 153.5 655.9
Net loss attributable to common shareholders $ (7,140.2) $ (5,760.6) $ (17,279.5) $ (10,089.4)
Basic and diluted loss per share $ 0.13) $ (0.26) $ (0.36) $ (0.46)
Weighted average common shares outstanding 56,777,430 22,464,655 48,599,359 22,049,974

The unaudited supplemental pro forma financial information should not be considered indicative of the results that would have occurred if the Erye Merger
had been consummated on January 1, 2009, nor are they indicative of future results.

Note 5 — Intangible Assets

At September 30, 2010, the Company’s intangible assets consisted of patent applications and rights associated with the VSEL ™ Technology which
constitutes the principal assets acquired in the acquisition of Stem Cells Technologies, Inc., patent rights owned by Erye, a lease right between Erye and EET
(the 49% shareholder of Erye) for the use of Erye’s current manufacturing plant in Suzhou and Erye’s customer list.

As of September 30, 2010 and December 31, 2009, the Company’s intangible assets and related accumulated amortization consisted of the following (in
thousands):

September 30, 2010 December 31, 2009
Useful Accumulated Accumulated
Life Gross Amortization Net Gross Amortization Net

Intangible assets obtained in the CBH acquisition

Lease rights 2 $ 704.8 $ (323.00 $ 381.8 $ 690.7 $ (576) $ 633.1

Customer list 10 15,647.7 (1,434.4) 14,213.3 15,335.1 (255.6) 15,079.5

Patents 8 153.8 (17.8) 136.0 150.3 2.7 147.6
Intangible assets obtained in the Stem Cell Technologies, Inc.

VSEL patent rights 19 669.0 (96.8) 572.2 672.8 (73.1) 599.7

Total Intangible Assets $ 171753 $  (1,872.0) $ 153033 $ 16,8489 $ (389.0) $  16,459.9

Total intangible amortization expense is classified in each of the operating expense categories for the periods included below as follows (in thousands):

Three Months Ended September 30, Nine Months Ended September 30,

2010 2009 2010 2009
Cost of revenues $ 871 $ - $ 259.8 $ -
Selling, general, and administrative 401.2 - 1,185.6 8.8
Research and development - 8.8 8.8 17.6

Estimated intangible amortization expense on an annual basis for the succeeding five years is as follows (in thousands):
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Years Ending December 31, Amount

2010 (remainder) $  493.0
2011 1,913.1
2012 1,619.4
2013 1,619.4
2014 1,619.4
Thereafter 8,039.0
Total $ 15,303.3

Note 6— Accrued Liabilities
Accrued liabilities are as follows (in thousands):

September 30, 2010 December 31, 2009

Income taxes payable $ 1,5108 $ 1,842.0
Patent infringement 747.3 -
VAT payable 641.8 -
Professional fees 458.1 116.8
Accrued construction costs 348.5 -
Security deposits 268.6 -
Salaries and related taxes 265.1 531.6
Utilities accrual 120.7 -
Collection cost 87.2 85.2
Benefits payable 82.8 -
Franchise taxes 25.4 139.0
Rent expense 24.2 69.1
Dividends payable - 69.4
Other 128.7 112.4

$ 4,709.2 $ 2,965.5

Note 7 — Notes Payable and Bank Loan

In December 2009, in order to facilitate working capital requirements in China, NeoStem (China) issued a promissory note to the Bank of Rizhao Qingdao
Branch for approximately $645,500. The note bore an interest rate of 4.05%. The note was repaid in the second quarter of 2010. The loan was collateralized
by cash in a restricted bank account totaling approximately $761,300 and these funds were returned when the note was repaid.

On May 25, 2010 NeoStem (China) issued a promissory note to the Bank of Rizhao Qingdao Branch for approximately $538,000 due November 25, 2010
and bearing interest at 4.86% per annum. The loan is collateralized by cash in a restricted bank account totaling approximately $608,900. In addition, in May
2010 NeoStem (China) entered into a pledge agreement with the bank pledging all of its interest in its VIEs as additional collateral for the loan.

In December 2009, Erye obtained a loan of approximately $2,200,500 from the Industrial and Commercial Bank with an interest rate of 4.86% and was due in
June 2010. In April 2010 this loan was paid in full.

Erye has approximately $5,951,900 of notes payable outstanding as of September 30, 2010. Notes are payable to the banks who issue bank notes to Erye’s
creditors. Notes payable are interest free and usually mature after a three to six month period. In order to issue notes payable on behalf of Erye, the banks
required collateral, such as cash deposits which were approximately 30%-50% of notes to be issued, or properties owned by Erye. Restricted cash pledged as
collateral for the balance of notes payable at September 30, 2010 and December 31, 2009, amounted to approximately $2,720,700 and $3,955,400,
respectively. At September 30, 2010 and December 31, 2009 the restricted cash amounted to 45.7% and 43.2% of the notes payable Erye issued, and the
remainder of the notes payable is collateralized by pledging the land use right Erye owns, which amounted to approximately $1,935,100 and $1,896,900

at September 30, 2010 and December 31, 2009, respectively.
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The Company has financed certain insurance policies and has notes payable at September 30, 2010 of approximately $54,700 related to these policies. These
notes require monthly payments and mature in less than one year.

Note 8 — Convertible Redeemable Series C Preferred Stock
On October 30, 2009, pursuant to the terms of the Merger Agreement, the Company issued 8,177,512 shares of Series C Convertible Preferred Stock (“Series
C Preferred Stock”) to RimAsia Capital Partners, L.P. (“RimAsia”) in exchange for certain outstanding CBH securities.

On May 17, 2010, RimAsia at its option converted its 8,177,512 shares of Series C Preferred Stock into 9,086,124 shares of the Company's common stock at
a conversion rate of 0.90 shares of Series C Preferred Stock for 1.0 shares of the Company’s common stock. Following this conversion, there are no shares of
Series C Preferred Stock outstanding and RimAsia will not be entitled to receive any dividends on such shares, to receive notices or to vote such shares or to
exercise or to enjoy any other powers, preferences or rights in respect thereof; provided however that RimAsia was entitled to receive a cash payment of
$153,500 which is equal to the dividends accrued but unpaid through from January 1, 2010 to May 17, 2010. This payment was made on May 25, 2010.

Note 9 — Shareholders’ Equity
Common Stock:
The authorized common stock of the Company is 500 million shares, par value $0.001 per share.

On February 18, 2010, the Company completed a public offering of its common stock, selling 5,750,000 shares priced at $1.35 per share. The Company
received approximately $6,819,500 in net proceeds from the offering, after underwriting discounts, commissions and expenses, of approximately $943,000 of
which approximately $75,400 was unpaid as of September 30, 2010.

Effective March 15, 2010, RimAsia exercised a warrant to purchase 1,000,000 shares of restricted Common Stock. This warrant was issued to RimAsia in a
private placement completed by the Company in September 2008. The exercise price was $1.75 per share, resulting in proceeds to the Company of
$1,750,000. In connection therewith, the Company modified certain terms of RimAsia’s Series D Warrant to purchase 4,000,000 shares of Common Stock.

On May 17, 2010, RimAsia, the holder of 8,177,512 shares of Series C Preferred Stock issued by the Company in connection with the Erye Merger, at its
option, converted its 8,177,512 shares of Series C Preferred Stock into 9,086,124 shares of the Company's common stock at a conversion rate of 0.90 shares
of Series C Preferred Stock for 1.0 shares of the Company’s common stock.

On May 19, 2010, the Company entered into a Common Stock Purchase Agreement with Commerce Court Small Cap Value Fund, Ltd., which provides that,
subject to certain terms and conditions, Commerce Court is committed to purchase up to $20,000,000 worth of shares of the Company’s common stock over a
term of approximately 24 months. The Purchase Agreement provides that at the Company’s discretion, it may present Commerce Court with draw down
notices under this $20 million equity line of credit arrangement from time to time, to purchase the Company’s Common Stock, provided certain price
requirements are met and limited to 2.5% of the Company’s market capitalization at the time of such draw down, which may be waived or modified. The per
share purchase price for these shares will equal the daily volume weighted average price of the Company’s common stock on each date during the draw down
period on which shares are purchased, less a discount of 5.0%. The Purchase Agreement also provides that the Company in its sole discretion may grant
Commerce Court the right to exercise one or more options to purchase additional shares of Common Stock during each draw down period at a price which
would be based on a discount calculated in the same manner as it is calculated in the draw down notice. The issuance of shares of common stock to
Commerce Court pursuant to the Purchase Agreement, and the sale of those shares from time to time by Commerce Court to the public, are covered by an
effective registration statement on Form S-3 filed with the SEC.

On May 27, 2010, the Company presented Commerce Court with a Draw Down Notice. Pursuant to the Purchase Agreement, the shares were offered at a
discount price to Commerce Court mutually agreed upon by the parties under the Purchase Agreement equal to 95.0% of the daily volume weighted average
price of the common stock during the Pricing Period or a 5% discount. Pursuant to the Draw Down Notice, the Company also granted Commerce Court the
right to exercise one or more options to purchase additional shares of common stock during the Pricing Period, based on the trading price of the common
stock. The Company settled with Commerce Court on the purchase of 685,226 shares of common stock under the terms of the Draw Down Notice and the
Purchase Agreement at an aggregate purchase price of $1,802,100, or approximately $2.63 per share, on June 7, 2010. The Company and Commerce Court
agreed to waive the minimum threshold price of $3.00 per share set forth in the Purchase Agreement. The Company received net proceeds from the sale of
these shares of approximately $1,746,100 after deducting its offering expenses.
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On June 1, 2010, Fullbright Finance Limited exercised a warrant to purchase 400,000 shares of restricted Common Stock. This warrant was issued to
Fullbright in a private placement of securities by the Company in November 2008. The exercise price was $1.75 per share, resulting in proceeds to the
Company of $700,000.

On June 25, 2010, the Company entered into definitive securities purchase agreements with investors in a registered direct public offering, pursuant to which
such investors agreed to purchase, and the Company agreed to sell, an aggregate of 2,325,582 Units, consisting of an aggregate of 2,325,582 shares of
common stock and warrants to purchase an aggregate of 581,394 shares of common stock. The offering closed on June 30, 2010 with gross proceeds of
$5,000,000. Each Unit was priced at $2.15 and consisted of one share of common stock and a warrant which will allow the investor to purchase 0.25 shares
of common stock at a per share price of $2.75. The warrants may be called by the Company in the event that the common stock trades over $4.50 per share
for 10 consecutive trading days. Subject to certain ownership limitations, the warrants will be exercisable on the date of the closing and will expire 2 years
thereafter. The number of shares of common stock issuable upon exercise of the warrants and the exercise price of the warrants are adjustable in the event of
stock dividends, splits, recapitalizations, reclassifications, combinations or exchanges of shares, reorganizations, liquidations, consolidation, acquisition of the
Company (whether through merger or acquisition of substantially all the assets or stock of the Company) or similar events. The issuance of the securities in
this offering was registered on a registration statement on Form S-3 filed with the SEC. Rodman & Renshaw LLC acted as the Company’s placement agent
in this offering and received a total payment of $340,000 in fees and expenses and Placement Agent Warrants to purchase up to 93,023 shares of our Common
Stock at an exercise price of $2.6875 per share expiring May 10, 2015. The Placement Agent Warrants are not covered by the Form S-3. The net proceeds to
the Company from such offering, after deducting the Placement Agent’s fees and expenses, the Company’s estimated offering expenses, and excluding the
proceeds, if any, from the exercise of the warrants issued in the offering were approximately $4,497,900.

On July 7, 2010, the Company entered into a consulting agreement pursuant to which a consultant was retained to assist the Company in providing
sponsorship of the Company’s securities in the public markets and to perform investor relations services for a three month term. In consideration for
providing services under this agreement, the Company issued to the consultant 150,000 shares of restricted common stock, to vest as to one-third on each of
the first, second and third one-month anniversaries of the effective date of the agreement.

On July 27, 2010, consistent with the Company’s previously disclosed intention to provide support for a charitable foundation, The Stem for Life Foundation
(the “Foundation”), which promotes public awareness, funds research and development and subsidizes stem cell collection and storage programs, the
Company issued to the Foundation 150,000 shares of restricted common stock with a fair value of $298,500. The issuance of such securities was subject to
the approval of the Audit Committee, the Compensation Committee and the NYSE Amex. On July 2, 2010, the Company also contributed $75,000 to the
Foundation.

On September 30, 2010 a warrant holder exercised a warrant to purchase 600,000 shares of Common Stock. The exercise price was $.78 per share, resulting
in proceeds to the Company of $468,000.

Warrants:

The Company has issued common stock purchase warrants from time to time to investors in private placements and public offerings, and to certain vendors,
underwriters, placement agents and consultants of the Company. A total of 17,352,028 shares of common stock are reserved for issuance upon exercise of
outstanding warrants as of September 30, 2010 at prices ranging from $0.50 to $6.50 and expiring through April 2017.

During the three and nine months ended September 30, 2010 the Company issued warrants for services as follows ($ in thousands):

Number of Common

Stock Purchase Value of Common Stock Common Stock Purchase
Warrants Issued Purchase Warrants Issued Warrant Expense Recognized
Three Months Nine Months Three Months Nine Months Three Months Nine Months
Ended Ended Ended Ended Ended Ended
9/30/2010 9/30/2010 9/30/2010 9/30/2010 9/30/2010 9/30/2010
Warrants issued for investor relations
services - 200,000 $ - $ 2427 % (70.8) $ 121.4
Warrants issued for consulting services 25,000 350,000 32.9 425.6 (103.4) 221.5
Warrants issued for legal services - 77,000 - 104.0 26.9 74.5
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On March 15, 2010, the Company and RimAsia, an affiliate of the Company, made certain agreements with respect to outstanding warrants. RimAsia
exercised its warrant to purchase 1,000,000 shares of the Company’s common stock, exercisable at a per share exercise price of $1.75, which was issued to
RimAsia in a private placement completed by the Company in September 2008 (the “September 2008 Warrant”). This exercise resulted in proceeds to the
Company totaling $1,750,000. The condition for such exercise was that the Company would modify certain terms of RimAsia’s warrant to purchase
4,000,000 shares of Common Stock, issued to RimAsia in a private placement completed by the Company in April 2009 (the “Series D Warrant”). The Series
D Warrant was amended to provide for (i) a three (3) year extension of the Termination Date from September 1, 2013 to September 1, 2016, and (ii) an
increase in the average closing price that triggers the Company’s redemption option under the Series D Warrant from $3.50 to $5.00. The change in terms
resulted in a charge to other expense totaling approximately $188,000.

Warrant activity is as follows:

Weighted
Average
Weighted Remaining
Average Exercise Contractual Term Aggregate
Number of Shares Price (years) Intrinsic Value
Balance at December 31, 2009 19,838,802 $ 3.00
Granted 1,301,417 2.25
Exercised (2,025,000) 1.46
Expired (1,613,191) 6.54
Cancelled (150,000) 2.78
Balance at September 30, 2010 17,352,028 $ 2.80 40 $ 651,689
At September 30, 2010 the outstanding warrants by range of exercise prices are as follows:
Weighted Average
Number Outstanding Remaining Number Exercisable
Exercise Price September 30, 2010 Contractual Life (years) September 30, 2010
$0.50 to $1.01 99,000 3.11 83,000
$1.01 to $1.99 1,442,709 3.23 1,241,709
$1.99 to $2.53 13,202,512 4.51 13,169,179
$2.53 to $5.99 929,928 2.29 929,928
$5.99 to $6.50 1,677,879 1.98 1,677,879
17,352,028 2.80 17,101,695

Options:

The Company’s 2003 Equity Participation Plan (the “2003 Equity Plan”) permits the grant of share options and shares to its employees, directors, consultants
and advisors for up to 2,500,000 shares of Common Stock as stock-based compensation. The 2009 Equity Compensation Plan (the “2009 Equity Plan”)
makes up to 13,750,000 shares of Common Stock of the Company available for issuance to employees, consultants, advisors and directors of the Company
and its subsidiaries pursuant to incentive or non-statutory stock options, restricted and unrestricted stock awards and stock appreciation rights.

All stock options under the 2003 Equity Plan and the 2009 Equity Plan are generally granted at the fair market value of the Common Stock at the grant
date. Stock options vest either on the date of grant, ratably over a period determined at time of grant, or upon the accomplishment of specified business
milestones, and generally expire 10 years from the grant date.

The 2009 Equity Plan was originally adopted by the shareholders of the Company on May 8, 2009. On October 29, 2009, the shareholders of the Company
approved an amendment to the 2009 Equity Plan to increase the number of shares of common stock available for issuance thereunder from 3,800,000 to
9,750,000. At the 2010 Annual Meeting of Stockholders of the Company held on June 2, 2010, the shareholders approved an amendment to increase this
number to 13,750,000. In September 2010, the Board of Directors authorized an amendment subject to shareholder approval to further increase this number
by 2,000,000 shares.

The 2003 Equity Plan and the 2009 Equity Plan are sometimes collectively referred to as the Company’s “U.S. Equity Plan.”
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The Company’s 2009 Non-U.S. Based Equity Compensation Plan (“Non-U.S. Plan”) makes up to 8,700,000 shares of Common Stock of the Company
available for issuance. Persons eligible to receive restricted and unrestricted stock awards, warrants (option-like equity grants), stock appreciation rights or
other awards under the Non-U.S. Plan are those service providers to the Company and its subsidiaries and affiliates providing services outside of the United
States, including employees and consultants of the Company and its subsidiaries and affiliates, who, in the opinion of the Compensation Committee, are in a
position to contribute to the Company’s success. Warrants vest either on the date of grant, ratably over a period determined at time of grant, or upon the
accomplishment of specified business milestones, and generally expire 10 years from the grant date.

The Non-U.S. Plan was originally adopted by the shareholders of the Company on October 29, 2009. At the 2010 Annual Meeting of Stockholders of the
Company held on June 2, 2010, the shareholders approved an amendment to increase the number of shares of common stock authorized for issuance
thereunder from 4,700,000 to 8,700,000.

The Company’s results include share-based compensation expense of $2,453,100 and $1,368,200 for the three months ended September 30, 2010 and 2009,
respectively and $5,982,500 and $2,766,600 for the nine months ended September 30, 2010 and 2009, respectively. Options vesting on the accomplishment
of business milestones will not be recognized for compensation purposes until such milestones are deemed probable of accomplishment. At September 30,
2010 there were options to purchase 1,726,075 shares outstanding that will vest upon the accomplishment of business milestones and will be accounted for as
an operating expense when such business milestones are deemed probable of accomplishment.

The weighted average estimated fair value of stock options granted in the three and nine months ended September 30, 2010 was $1.34 and $1.61, respectively.
The fair value of options at the date of grant was estimated using the Black-Scholes option pricing model. The expected volatility is based upon historical
volatility of the Company’s stock. The expected term is based upon observation of actual time elapsed between date of grant and exercise of options for all
employees.

The range of assumptions made in calculating the fair values of options are as follows (the same assumptions were used for warrants, the term for the warrant
is based on the life of the warrant):

Three Months Ended Nine Months Ended
September 30, 2010  September 30, 2009  September 30, 2010  September 30, 2009
Expected term (in years) 2to 10 10 2to0 10 10
Expected volatility 91% - 100% 187% to 197% 91% - 122% 187% to 217%
Expected dividend yield 0% 0% 0% 0%
Risk-free interest rate 0.42% - 3.00% 3.33% to 3.66% 0.42% - 3.58% 3.33% to 3.81%

Stock option activity under the U.S. Equity Plan is as follows:

Weighted Weighted Average

Average Remaining Average Intrinsic
Number of Shares Exercise Price  Contractual Term Value

Balance at December 31, 2009 8,340,574 $ 1.93
Granted 1,906,000 1.86
Exercised (90,000) 1.56
Forfeited (98,360) 1.61

Balance at September 30, 2010 10,058,214 $ 1.87 85 $ 2,033,736

Vested and Exercisable at September 30, 2010 5,850,835 $ 1,030,180
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Number Outstanding
September 30, 2010

Weighted Average
Remaining Contractual Term

Number Exercisable
September 30, 2010

Exercise Price

$0.71t0$ 1.89 4,827,000
$ 1.89t0$ 1.96 3,123,664
$ 1.96t0$ 4.96 2,056,200
$ 496t0$ 7.01 27,250
$ 7.01 to $15.00 24,100

10,058,214

Stock option activity under the Non U.S. Equity Plan is as follows:

Balance at December 31, 2009
Granted

Exercised

Expired

Cancelled

Balance at September 30, 2010

Vested and Exercisable at Septmber 30, 2010

Number Outstanding
September 30, 2010

8.98 2,144,000
7.40 2,437,617
9.21 1,217,868
4.84 27,250
4.20 24,100
5,850,835
Weighted
Average
Weighted Remaining
Number Average Contractual ~ Average Intrinsic
of Shares Exercise Price Term Value
1,650,000 $ 2.04
1,850,000 2.06
3,500,000 $ 2.05 95 § 228,000
766,666 $ -
Weighted Average Number Exercisable

Remaining Contractual Term

September 30, 2010

Exercise Price

$ 1.65t0$ 1.93 600,000
$ 1.93t0$ 2.08 1,650,000
$ 2.08t0$ 2.22 650,000
$ 2.22t09$ 2.36 600,000

3,500,000

9.93 -
9.08 416,666
9.70 150,000
9.72 200,000

766,666

The total fair value of shares vested during the three and nine months ended September 30, 2010 was $3,334,677 and $4,781,806, respectively.

The number of remaining shares authorized to be issued under the various equity plans are as follows:

Shares Authorized for Issuance under 2003 Equity Plan
Shares Authorized for Issuance under 2009 Equity Plan
Shares Authorized for Issuance under Non US Equity Plan

Outstanding Options - US Equity Plan

Exercised Options

Outstanding Options - Non US Equity Plan

Common shares issued under the option plans

Total common shares remaining to be issued under the Option Plans

Non US Equity

US Equity Plan Plan
2,500,000 -
13,750,000 -
- 8,700,000
16,250,000 8,700,000
(10,058,214)
(92,500) -
(3,500,000)
(2,160,535) (885,000)
3,938,751 4,315,000
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As of September 30, 2010, there was approximately $9,037,725 of total unrecognized compensation costs related to unvested stock option awards of which
$5,876,909 of unrecognized compensation expense is related to stock options that vest over a weighted average life of 2.2 years. The balance of unrecognized
compensation costs, $3,160,817, is related to stock options that vest based on the accomplishment of business milestones as to which expense is generally
recognized when such milestones become probable of being achieved.

Note 10 — Income Taxes

The Tax Reform Act of 1986 enacted a complex set of rules limiting the utilization of net operating loss carryforwards to offset future taxable income
following a corporate ownership change. The Company’s ability to utilize its NOL carryforwards is limited following a change in ownership in excess of fifty
percentage points during any three-year period.

Since the year 2000, the Company has had several changes in ownership which has resulted in a limitation on the Company’s ability to apply net operating
losses to future taxable income. Approximately $7,000,000 of net operating losses had expired due to these limitations. At December 31, 2009, the Company
had net operating loss carryforwards of approximately $26,450,000 applicable to future Federal income taxes. The tax loss carryforwards are subject to
annual limitations and expire at various dates through 2029. The Company has recorded a full valuation allowance against its net deferred tax asset because of
the uncertainty that the utilization of the net operating loss will be realized.

The Company determined that a book/tax basis difference exists in recording the fair value of the intangible assets acquired in connection with the Erye
Merger. Increasing the value of the acquired assets to fair value, while deductible for book purposes, is not deductible for local Chinese tax purposes but
requires recognition of the impact such non-deductibility will have on future tax expense. Specifically, the Company established as of the Erye Merger date
deferred tax liabilities of approximately $4,720,800 for such book/tax basis difference. This deferred tax liability will be recognized ratably as amortization of
certain intangible assets occurs.

Note 11 — Segment Information

Historically, the Company’s operations have been conducted in only one geographical segment and since March 31, 2007 the Company had realized revenue
only from one industry segment, the banking of adult autologous stem cells. In June 2009, the Company established NeoStem (China), Inc. (“NeoStem
China” or the “WFOE”) as a wholly foreign owned subsidiary of the Company. The WFOE is domiciled in Qingdao and under its scope of business approved
by the PRC regulatory authorities, the WFOE may engage in the research and development, transfer and technological consultation service of bio-technology,
regenerative medical technology and anti-aging technology (excluding the development or application of human stem cell, gene diagnosis and treatment
technologies); consultation of economic information; import, export and wholesaling of machinery and equipment (the import and export do not involve the
goods specifically stipulated in/by state-operated trade, import and export quota license, export quota bidding, export permit, etc.). In furtherance of
complying with PRC’s foreign investment prohibition on stem cell research and development, clinical trials and related activities, the Company conducts its
current business in the PRC via two domestic variable interest entities. On October 30, 2009, in connection with the Erye Merger, the Company acquired
CBH'’s 51% ownership interest in Erye which specializes in research and development, production and sales of pharmaceutical products, as well as chemicals
used in pharmaceutical products. As a result, the Company now operates in the United States and China.

The Company’s segment data is as follows (in thousands):
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Three Months Ended September 30, Nine Months Ended September 30,

2010 2009 2010 2009
United States
Stem Cell Revenues $ 320 % 826 $ 984 $ 141.2
Other Revenues 29.1 2.5 59.2 16.5
China
Prescription drugs and intermediary pharmaceutical products 16,378.1 - 51,500.6 -
Stem Cell Revenues 30.0 - 30.0 -
Other Revenues 6.4 - 28.1 -
$ 16,4756 $ 85.1 $ 51,716.3 $ 157.7
Income/(loss) from operations:
United States $ (6,658.7) $ (5,693.1) $ (16,547.0) $ (11,068.1)
China 914.9 (1,538.2) 4,691.9 (2,676.6)
$ (5,743.8) $ (7,231.3) $ (11,855.1) $ (13,744.7)
Total Assets
September 30, 2010 December 31, 2009
United States $ 4,723.5 $ 3,895.5
China 112,247.0 104,998.4
$ 116,970.5 $ 108,893.9

Note 12 — Related Party Transactions

On April 30, 2009, the Company entered into a License and Referral Agreement with Promethean Corporation, now Ceregenex Corporation (“Ceregenex”),
through its subsidiary Ceres Living, Inc. (“Ceres™) to use certain Company marks and publications in connection with certain sales and marketing activities
relating to its nutritional supplement known as AIO Premium Cellular (the “Product”); and in connection with the license, Ceres will pay to the Company or
the Stem for Life Foundation specified fees for each unit of the Product sold; and Ceres shall engage in a referral service with respect to the Company’s adult
stem cell collection and storage activities. Ceres will receive a specified fee from the Company for each client referred who completes and pays for a stem cell
collection. The term of the agreement is three years with each party having the right to renew annually, thereafter. The Stem for Life Foundation is a 501(c)(3)
charitable organization of which the Company’s CEO, and Vice President and General Counsel, are directors and the President and Secretary, respectively,
and of which the Company participated in the founding. The CEO of Ceregenex is in an exclusive relationship with the CEO of the Company. The Company
has earned $4,446 and $13,196 in royalties in connection with this agreement during the three and nine months ended September 30, 2010, respectively. The
royalty payments were not material in 2009. Additionally Ceregenex has been responsible for referral of certain clients for the Company’s stem cell
collection business and receives a commission of 10% for such referrals. Through September 30, 2010 these commissions were not significant.

At September 30, 2010, Erye owed EET, the 49% shareholder of Erye, $8,074,100. Included in the amounts owed to EET are:

Dividends paid and loaned back to Erye amounting to $7,847,200 and accrued interest of $458,700, the interest rate on this loan is 5.31%. Erye made an
interest payment of approximately $195,600 in February 2010.

Advances to EET of $626,600; and
A non interest bearing loan from EET of $394,800 due 2011.

Note 13 — Commitments and Contingencies
On May 26, 2006, the Company entered into an employment agreement with Dr. Robin L. Smith, pursuant to which agreement, as amended to date, Dr. Smith
serves as the Chief Executive Officer of the Company.

Effective as of September 27, 2009, Dr. Smith’s annual base salary is $332,750, increased by 10% annually on that date. On July 29, 2009, the Company
amended the terms of its employment agreement with Dr. Smith by means of a letter agreement to extend the term of Dr. Smith’s employment to December
31, 2011 and subject to the consummation of the Erye Merger with CBH (which Erye Merger was consummated on October 30, 2009), award Dr. Smith a
$275,000 cash bonus for 2009 and comparable minimum annual bonuses for 2010 and 2011. The Company maintains key-man life insurance on Dr. Smith in
the amount of $3,000,000. As of October 29, 2009, the Compensation Committee approved the reimbursement to Dr. Smith of premiums, up to $4,000
annually, for disability insurance covering Dr. Smith. The Company has also agreed to pay membership and annual fees for a club in New York of Dr.
Smith’s choice for business entertaining and meetings, and a car allowance equal to $1,000 per month.
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Per Dr. Smith’s January 26, 2007 letter agreement with the Company, upon termination of Dr. Smith’s employment by the Company without cause or by Dr.
Smith with good reason, the Company shall pay to Dr. Smith her base salary at the time of termination for the two year period following such
termination. Dr. Smith’s September 27, 2007 letter agreement provides that such payment of severance can be made instead in 12 equal monthly installments
beginning the date of termination. In addition, per Dr. Smith’s May 26, 2006 employment agreement, upon termination of Dr. Smith’s employment by the
Company without cause or by Dr. Smith for good reason, Dr. Smith is entitled to: (i) a pro-rata bonus based on the annual bonus received for the prior year;
(i) COBRA payments for a one year period; and (iii) have all options that would have vested during the 12-month period following the date of termination,
become fully vested and , together with all other fully vested options, remain exercisable for a maximum of 48 months (but in no event longer than the
original term of exercise.) Upon termination of Dr. Smith’s employment by the Company for cause or by Dr. Smith without good reason, Dr. Smith is entitled
to: (i) the payment of all amounts due for services rendered under the agreement up until the termination date; and (ii) have all vested options remain
exercisable for a period of ninety days (all stock options which have not vested shall be forfeited.) Upon termination for death or disability, Dr. Smith (or her
estate) is entitled to: (i) the payment of all amounts due for services rendered under the agreement until the termination date; (ii) family COBRA payments for
the applicable term; and (iii) have all vested options remain exercisable for a maximum of 48 months (but in no event longer than the original term of
exercise).

Per Dr. Smith’s May 26, 2006 employment agreement, upon a change in control of the Company, options held by Dr. Smith shall be governed by the terms of
applicable agreements and equity compensation plans, but in any event at least 75% of Dr. Smith’s then unvested options shall become immediately vested
and exercisable upon a change in control. Further, in the event Dr. Smith voluntarily terminates her employment without good reason following a change in
control, Dr. Smith shall be entitled to: (i) the payment of base salary for one year; (ii) a pro-rata bonus based on the annual bonus received for the prior year;
(iii) COBRA payments for a one year period; and (iv) have all options which would have vested during the 12-month period following the date of
termination, become fully vested and, together with all other fully vested options, remain exercisable for a maximum of 48 months (but in no event longer
than the original term of exercise).

On January 26, 2007, the Company entered into an employment agreement with Catherine M. Vaczy pursuant to which agreement, as amended to date, Ms.
Vaczy continues to serve as the Company’s Vice President and General Counsel.

Ms. Vaczy’s January 26, 2007 employment agreement, as amended on January 9, 2008 and August 29, 2008, or the Original Agreement, expired by its terms
on December 31, 2008. However, effective July 8, 2009, the Company entered into another letter agreement, or the Extension, with Ms. Vaczy pursuant to
which the Original Agreement was extended, subject to certain different and additional terms. The Extension provides that Ms. Vaczy’s base salary during the
one-year term will be $182,500. The Extension additionally provides for (i) a 25,000 share stock award upon execution under the 2009 Plan where the
Company also pays the associated payroll taxes; and (ii) a $5,000 cash bonus upon each of two milestone objectives established by the Board of Directors
(one of which was met in the fourth quarter of 2009 and the other in the first quarter of 2010). Pursuant to the Original Agreement, as extended and otherwise
amended to date, Ms. Vaczy was also entitled to payment of certain perquisites and/or reimbursement of certain expenses incurred by her in connection with
the performance of her duties and obligations under the letter agreement (including a car allowance equal to $1,000 per month), and to participate in any
incentive and employee benefit plans or programs which may be offered by the Company and in all other plans in which the Company executives participate.

As of October 29, 2009, the Compensation Committee of the Board (i) awarded Ms. Vaczy a $50,000 cash bonus, 50% of which was payable in 2009 and the
remaining 50% payable upon the achievement of a business milestone (which was achieved in February 2010), (ii) increased Ms. Vaczy’s salary from
$182,500 to $191,000 effective as of November 1, 2009, and (iii) approved the payment of dues to a private club of Ms. Vaczy’s choosing for business
entertaining and meetings (not to exceed $6,000 annually).

In the event Ms. Vaczy’s employment is terminated prior to the end of the term, for any reason, earned but unpaid cash compensation and unreimbursed
expenses due as of the date of such termination would be payable in full. In addition, in the event Ms. Vaczy’s employment is terminated prior to the end of
the term for any reason other than by the Company with cause or Ms. Vaczy without good reason, Ms. Vaczy or her executor of her last will or the duly
authorized administrator of her estate, as applicable, would be entitled to receive certain specified severance payments, paid in accordance with the
Company’s standard payroll practices for executives. In no event would such payments exceed the remaining salary payments in the term. Any severance
payments set forth in the Original Agreement to which Ms. Vaczy may become entitled shall be based on Ms. Vaczy’s then salary for a three month and not an
annual period. In the event her employment is terminated prior to the end of the term by the Company without cause or by Ms. Vaczy for good reason, all
options granted by the Company will immediately vest and become exercisable in accordance with their terms. Any options provided for in the Extension, as
well as other options granted or to be granted to Ms. Vaczy, shall remain exercisable despite any termination of employment for a period of not less than two
years from the date of termination of employment.
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On July 7, 2010, pursuant to a letter agreement (the “Employment Agreement Extension”) entered into with Catherine M. Vaczy, Esq., the Company’s Vice
President and General Counsel, the Company extended Ms. Vaczy’s employment agreement dated January 26, 2007, as amended on January 9, 2008 and
August 29, 2008 and reinstated and extended on July 8, 2009 for a one year term (as so amended and extended, the “Original Employment Agreement”). The
Employment Agreement Extension was effective as of July 7, 2010 (the “Effective Date”) and continues through December 31, 2011 (as extended, the
“Term”). The Employment Agreement Extension provides that during the Term, Ms. Vaczy shall receive (i) a base salary of $211,000 per annum which will
be increased by ten percent (10%) on the one year anniversary of the Effective Date; (ii) a bonus of $50,000, half of which was payable upon the Effective
Date and half of which is payable upon achievement of a business milestone; (iii) a minimum bonus of $60,000 during the second year of the Term; (iv)
an option (the “Option”) on the Effective Date under the Company’s 2009 Plan to purchase 350,000 shares of the Company’s common stock, which shall vest
and become exercisable as to 100,000 shares on the one year anniversary of the Effective Date, 50,000 shares on December 31, 2011, and as to the remaining
200,000 shares upon the achievement of specified business milestones, the per share exercise price of the Option is equal to the closing price of the common
stock on the Effective Date and the Option is subject to all the terms and conditions of the 2009 Plan; (v) the costs of personal stem cell collection; and (vi)
business club dues not to exceed $5,000 annually. Except as set forth in the Employment Agreement Extension, the terms of the Original Employment
Agreement remain unchanged.

On October 29, 2009, the Compensation Committee adopted that certain Additional Compensation Plan providing that contingent cash bonuses, in the total
amount of $200,806, would be payable upon the occurrence of a “Cash Flow Event” which occurred in the first quarter of 2010. Two members of the
Company’s Board of Directors, one former member of the Company’s Board of Directors, the Company’s CEO, CFO and General Counsel participated in a
total of $134,232 of such amount.

Pursuant to the terms of the Director Compensation Plan adopted on November 4, 2009, as amended, each non-employee director of the Company, including
directors who are employees of partially owned joint ventures, are entitled to quarterly cash compensation equal to $15,000, payable in arrears. Based on the
current Board structure, this will equal approximately $360,000 annually.

As of October 2, 2009, the Company entered into indemnification agreements with its Chief Executive Officer, Chief Financial Officer, General Counsel,
certain other employees and each of its directors pursuant to which the Company has agreed to indemnify such party to the full extent permitted by law,
subject to certain exceptions, if such party becomes subject to an action because such party is the Company’s director, officer, employee, agent or fiduciary.

In November 2007, the Company entered into an acquisition agreement with UTEK Corporation ("UTEK") and Stem Cell Technologies, Inc., a wholly
owned subsidiary of UTEK ("SCTI"), pursuant to which the Company acquired all the issued and outstanding common stock of SCTT in a stock-for-stock
exchange. SCTI contains an exclusive, worldwide license to a technology developed by researchers at the University of Louisville to identify and isolate rare
stem cells from adult human bone marrow, called very small embryonic like stem cells. Concurrent with the SCTI acquisition, NeoStem entered into a
sponsored research agreement (“SRA”) with the University of Louisville under which NeoStem has been supporting further research in the laboratory of
Mariusz Ratajczak, M.D., Ph.D. a co-inventor of the VSEL™ Technology and head of the Stem Cell Biology Program at the James Brown Cancer Center at
the University of Louisville. The SRA, which has been periodically amended, called for payments in 2008 of $50,000, 2009 of $65,337, and 2010 of $86,068,
of which $158,371 has been paid. An additional $95,128 is payable in 2011 until December 31, 2011, the end of the term.

Under a License Agreement entered into with the University of Louisville Research Foundation (“ULRF”) in November 2007, SCTI agreed to engage in a
diligent program to develop the VSEL technology. Certain license fees and royalties are to be paid to ULRF from SCTI, and SCTT is responsible for all
payments for patent filings and related applications. Portions of the license may be converted to a non-exclusive license if SCTI does not diligently develop
the VSEL™ Technology or terminated entirely if SCTI chooses to not pay for the filing and maintenance of any patents thereunder. Under the License
Agreement, which has an initial term of 20 years, the Company has paid to date approximately $117,000 consisting of various up-front fees, including
$22,000 in connection with its May 2010 amendment, and is required to pay under the license certain other future fees including: (i) a specified non-
refundable annual license maintenance fee upon issuance of the licensed patent in the United States; (ii) a specified royalty on net sales; (iii) specified
milestone payments; and (iv) specified payments in the event of sublicensing. The License Agreement also contains certain provisions relating to "stacking,"
permitting SCTI to pay royalties to ULRF at a reduced rate in the event it is required to also pay royalties to third parties exceeding a specified threshold for
other technology in furtherance of the exercise of its patent rights or the manufacture of products using the VSEL™ Technology.

As of December 31, 2009, the Company, NeoStem (China), Inc., and Progenitor Cell Therapy, LLC, a Delaware limited liability company ("PCT”), entered
into an Agreement (the “Agreement”) whereby NeoStem and NeoStem China engaged PCT to perform the services necessary (1) to construct in Beijing,
China a facility consisting of a clean room for adult stem cell clinical trial processing and other stem cell collections which will have the processing capacity
on an annual basis sufficient for at least 10,000 samples, research and development laboratory space, collection and stem cell storage area and offices,
together with the furnishings and equipment and (2) install quality control systems consisting of materials management, equipment maintenance and
calibration, environmental monitoring and compliance and adult stem cell processing and preservation which comply with cGMP standards and regulatory
standards that would be applicable in the United States under GTP standards, as well as all regulatory requirement applicable to the program under the laws of
the PRC. The aggregate cost of the program, including the phase 1 equipment purchases, is expected to be approximately $3 million. The project is
anticipated to take until the end of 2010 to complete. PCT has agreed to provide at least 90 days of support services to NeoStem for an additional fee after
completion of the project, which is renewable at NeoStem's request for an additional 90 days. See Note 1, The Company, for information on the proposed
Merger of PCT with and into a wholly-owned subsidiary of the Company.
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In connection with the issuance to investors and service providers of many of the shares of the Company’s common stock and warrants to purchase common
stock previously disclosed and described herein, the Company granted the holders registration rights providing for the registration of such shares of common
stock and shares of common stock underlying warrants on a registration statement to be filed with the Securities and Exchange Commission so as to permit
the resale of those shares. Certain of the registration rights agreements provided for penalties for failure to file or failure to obtain an effective registration
statement. With respect to satisfying its obligations to the holders of these registration rights, the Company is in various positions. The Company filed a
registration statement as required for some of the holders, but to date, the Company has not had such registration statement declared effective. As to some
holders, the Company has not yet satisfied its obligation to file. Certain holders with outstanding registration rights have previously waived their registration
rights. No holder has yet asserted any claim against the Company with respect to a failure to satisfy any registration obligations. Were someone to assert a
claim against the Company for breach of registration obligations, the Company believes it has several defenses that would result in relieving it from some or
any liability, although no assurances can be given. The Company also notes that damage claims may be limited, as (i) all shares of Common Stock as to
which registration rights attached are currently salable under Rule 144 of the Securities Act or are currently subject to lock-up agreements and (ii) during
much of the relevant periods the warrants with registration rights generally have been out of the money or are currently subject to lock-up
agreements. Accordingly, were holders to assert claims against the Company based on breach of the Company’s obligation to register, the Company believes
that the Company’s maximum exposure from non-related parties would not be material.

Xiangbei Welman Pharmaceutical Co., Ltd. v Suzhou Erye Pharmaceutical Co., Ltd. and Hunan Weichu Pharmacy Co., Ltd. involves a patent infringement
dispute with respect to a particular antibiotics complex manufactured by Erye (the “Product”). The Changsha Intermediate People’s Court in Hunan Province,
PRC in the foregoing case rendered a judgment on May 13, 2010 against Erye as follows: (i) awarding plaintiff Xiangbei Welman damages and costs of
approximately 5 million RMB (approximately $750,000) against Erye which was fully accrued for at September 30, 2010; and (ii) enjoining Erye from
manufacturing, marketing and selling the Product. The Product represented less than 2% of Erye’s sales in 2009. Erye has appealed the court judgment, and
is also engaged in settlement negotiations.

A related but separate lawsuit entitled Xiangbei Welman Pharmaceutical Co., Ltd. v Suzhou Erye Pharmaceutical Co., Ltd. and Hunan Weichu Pharmacy Co.,
Ltd., involves a copyright infringement dispute with respect to package inserts of the same Product. The Changsha Intermediate People’s Court in Hunan
Province, PRC rendered a decision on August 3, 2010 against Erye, dismissing its appeal from a lower court’s judgment made by the People’s Court of Yuelu
District, Changsha City, which (i) enjoins Erye from copying and using the package inserts for the Product and selling the drugs with the aforesaid package
inserts; and (ii) awarding Welman economic losses of approximately 50,000 RMB (approximately $7,500) against Erye. This decision is final.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking statements that involve
risks and uncertainties. Any statements not of current or historical fact may be considered forward-looking statements. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of various factors, including those discussed under the heading “Cautionary
Note Regarding Forward-Looking Statements” at the end of this item and under “Risk Factors” and elsewhere in this report. The following discussion
should be read in conjunction with our consolidated financial statements and related notes thereto included elsewhere in this report and in our Annual Report
on Form 10-K for the year ended December 31, 2009.

The Overview

Through our expansion efforts within China and with the acquisition in October 2009 of a controlling interest in Suzhou Erye Pharmaceuticals
Company Ltd., or Erye, we transitioned into a multi-dimensional international biopharmaceutical company with product and service revenues, global research
and development capabilities and operations in three distinct business units: (i) U.S. adult stem cells, (ii) China adult stem cells, and (iii) China
pharmaceuticals. These business units are expected to provide platforms for the accelerated development and commercialization of innovative technologies
and products in both the U.S. and China.

. U.S. adult stem cells — We will continue to focus on growing our stem cell collection, processing and storage business and expanding our
research and development activities for diagnostic and therapeutic applications.

. China adult stem cells — We are in the process of launching several stem cell-focused initiatives which include therapeutic applications, the
first of which is orthopedic, as well as related collection, processing and storage.

. China pharmaceuticals — Our ownership interest in Erye, a leading antibiotics producer in China, positions us to take advantage of China’s
growth in healthcare spending through Erye’s existing pharmaceutical product portfolio, as well as from products we may develop or
license.

The Merger — Erye

On October 30, 2009, pursuant to the Merger Agreement with CBH, we acquired a 51% ownership interest in Erye through a wholly owned
subsidiary. The results of operations for Erye are included in our consolidated results of operations beginning on October 30, 2009. Accordingly the year
over year comparisons reflect NeoStem as a stand-alone entity for 2009 and the combined results for Erye and NeoStem for 2010.

Erye was founded more than 50 years ago and represents an established, vertically-integrated pharmaceutical business, focused primarily on
antibiotics. Suzhou Erye Economy and Trading Co. Ltd., or EET, owns the remaining 49% ownership interest in Erye. We and EET have negotiated a revised
joint venture agreement (the “Joint Venture Agreement”) which governs our ownership of Erye.

Pursuant to the terms and conditions of the Joint Venture Agreement, dividend distributions to EET and our subsidiary (“Merger Sub”) will be made in
proportion to their respective ownership interests in Erye; provided, however, that for the three-year period which commenced on the first day of the first
fiscal quarter after the Joint Venture Agreement became effective (currently approximately another two years) distributions will be made as follows: (i) 49%
of undistributed profits (after tax) of the joint venture due EET will be distributed to EET and lent back to Erye to help finance costs in connection with their
construction of and relocation to a new facility; and (ii) of the net profit (after tax) of the joint venture due Merger Sub, 45% will be provided to Erye as part
of the new facility construction fund and will be characterized as paid-in capital for Merger Sub’s 51% interest in Erye, and 6% will be distributed to Merger
Sub directly. As of September 30, 2010 distributions totaling approximately $7,306,700 had been deferred and EET has received and lent back
approximately $7,847,200.
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Results of Operations
Revenue
Three Months and Nine Months Ended September 30, 2010 and September 30, 2009

For the three months ended September 30, 2010, total revenues were $16,475,600 compared to $85,100 for the three months ended September 30,
2009. Revenues for the three months ended September 30, 2010 were comprised of $16,384,500 of pharmaceutical product sales, $30,000 from stem cell
therapies in China and $61,100 related to stem cell collections, license fees, royalties and other revenue in the United States. The pharmaceutical product sales
represent sales generated by Erye. The stem cell revenues generated in the United States for the three months ended September 30, 2010 and 2009 were
derived from a combination of revenues from the collection of autologous adult stem cells and license fees collected from collection centers in our network.
In the three months ended September 30, 2010, NeoStem realized its first stem cell therapy revenues in China which totaled $30,000. In the United States, for
the three months ended September 30, 2010, revenues were primarily made up of $27,800 from the collection and storage of autologous adult stem cells
and $14,800 of license fees. For the three months ended September 30, 2009, we earned $79,100 from the collection and storage of autologous adult stem
cells and $6,000 from license fees. Cost of revenues for the three months ended September 30, 2010 is comprised of Cost of goods sold of
$11,191,400 related to the sale of our pharmaceutical products, $20,300 related to stem cell therapies in China and $21,100 of direct costs related to the cost
of collecting autologous stem cells from clients. For the nine months ended September 30, 2010, total revenues were $51,716,300 compared to $157,700 for
the nine months ended September 30, 2009. Revenues for the nine months ended September 30, 2010 were comprised of $51,528,700 of pharmaceutical
product sales, $30,000 from stem cell therapies in China and $157,600 related to stem cell collections, license fees, royalties and other revenue in the United
States. The pharmaceutical product sales represent sales generated by Erye. The stem cell revenues generated in the United States in the nine months ended
September 30, 2010 and 2009 were derived from a combination of revenues from the collection of autologous adult stem cells and license fees collected from
collection centers in our network. For the nine months ended September 30, 2010, we earned $94,200 from the collection and storage of autologous adult
stem cells and $44,800 of license fees. For the nine months ended September 30, 2009, we earned $133,600 from the collection and storage of autologous
adult stem cells and $24,100 from license fees. Cost of revenues for the nine months ended September 30, 2010 is comprised of Cost of Goods sold of
$34,931,900 related to the sale of our pharmaceutical products, $20,300 related to stem cell therapies in China and $63,300 of direct costs related to the cost
of collecting autologous stem cells from clients.

Gross margin for the three and nine months ended September 30, 2010 totaled $5,242,700 and $16,700,700 respectively of which 99% is attributable to
the sale of pharmaceutical products and the balance is attributable to our stem cell collection and therapy operations.

Operating Expenses
Three Months Ended September 30, 2010 Compared to the Three Months Ended September 30, 2009

For the three months ended September 30, 2010 operating expenses totaled $10,986,600 compared to $7,263,200 for the three months ended
September 30, 2009, representing an increase of $3,723,400 or 51%.

For the three months ended September 30, 2010, our selling, general, and administrative expenses were $9,306,000 compared to $5,433,500 for
the three months ended September 30, 2009, representing an increase of $3,872,500, which was the result of:
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Our efforts to establish a stem cell operation in China to provide advanced therapies, related processing and storage, as well as research and
development capabilities totaled $1,614,100, an increase of $802,400. Such expenses included expenditures for the rental of laboratory space, legal
expenses associated with establishing our subsidiary company and related operations in China, consultants retained to support our implementation
and introduction of advanced therapies in China, recruiting fees for identifying senior managers for our operation in China and travel. In addition
these operating expenses reflect charges resulting from issuing various equity instruments to incentivize staff members and consultants totaling
$771,000.

Administrative expenses increased by approximately $3,071,900. Approximately $1,491,600 of this increase was the result of the Erye Merger and
the attendant operating expenses of the Erye operation. The Company’s U.S. administrative operating expenses increased by $1,580,300. The use of
equity instruments to incentivize staff, compensate directors and pay for services totaled $2,181,700, an increase of $666,400 over the three months
ended September 30, 2009. Staff costs decreased by $47,800. Other staff related cost including travel and entertainment and operating expenses
increased by $97,600. Professional fees, including legal and accounting fees increased by $458,000 as the result of costs associated with the pending
merger with Progenitor Cell Therapy and our expanded operations in China. In addition, investor relations and other consulting expenses increased
$173,400. Insurance expense increased by $62,300. Compensation expenses under the Directors Cash Compensation Plan adopted by the Board of
Directors in the first quarter of 2009 increased administrative expense by $94,500. During the three months ended September 30, 2010 the Company
contributed $75,000 to Stem for Life, a foundation with a mission of promoting adult stem cell research and in which the Company participated in
founding. The balance of the increase in administrative expense was the result of offsetting changes from a variety of activities.

As a result of completing the Merger with CBH, our activities associated with the Erye Merger ended thus reducing the use of our attorney,
accountant and other professional services and reducing our operating costs by $1,396,800 compared to the three month period in 2009.

Sales and marketing expenses increased by $1,395,700 over the three months ended September 30, 2009. Approximately $516,300 of this increased
operating expense was related to the sales and marketing efforts of Erye and $386,900 was related to amortization of intangible assets acquired in the
Erye Merger. The use of equity instruments to incentivize staff and pay for services totaled $121,400, an increase of $62,400 over three months
ended September 30, 2009, and marketing and consulting fees increased approximately $276,900 in connection with developing new strategies and
efforts to increase our U.S. collection network and market penetration. U.S. sales and marketing costs also increased by approximately $111,800
due to increases in staff costs and other operating expenses. The balance of the increase in sales and marketing expenses was the result of other
activities.

For the three months ended September 30, 2010, our research and development expenses totaled $1,679,900 compared to $1,829,800 for the three
months ended September 30, 2009, representing a decrease of $149,900, which was the result of:
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Research related to our VSEL™ Technology increased operating expenses by $798,000. Our acquisition of Erye added $245,600 of research and
development expense to our operating expenses. Research and development efforts at NeoStem China added $28,400 to research and development
expense for the three months ended September 30, 2010. The revaluation of equities issued to consultants reduced research and development expenses
by approximately $500,000. During the three months ended September 30, 2009, the Company provided funding in the total amount of $721,500 in
connection with establishing in China a non-profit research institute to promote adult stem cell research. The Company has not made any similar
payments in 2010. The combination of these factors resulted in the reduction in research and development expense in 2010 in comparison to 2009. The
balance of the change in research and development expense is related to other activities.

Nine Months Ended September 30, 2010 Compared to the Nine Months Ended September 30, 2009

For the nine months ended September 30, 2010 operating expenses totaled $28,555,800 compared to $13,809,400 for the nine months ended
September 30, 2009, representing an increase of $14,746,400 or 107%.

For the nine months ended September 30, 2010, our selling, general, and administrative expenses were $23,442,300 compared to $11,209,800 for the
nine months ended September 30, 2009, representing an increase of $12,232,500, which was the result of:

Our efforts to establish a stem cell operation in China to provide advanced therapies and related processing and storage, as well as research and
development capabilities totaled $4,549,000, an increase of $2,598,900. These operating expenses include charges resulting from issuing various
equity instruments to incentivize staff members and consultants totaling $2,069,000, an increase of $1,921,400.

Administrative expenses increased by approximately $7,007,100. Approximately $3,076,800 of this increased operating expense was the result of
the Erye Merger and the attendant operating expenses of the Erye operation. The Company’s U.S. administrative operating expenses increased by
$3,930,200. The use of equity instruments to incentivize staff, compensate directors and pay for services totaled $3,771,400, an increase of $984,600
over nine months ended September 30, 2009. Staffing costs increased by $659,800 as the result of increased staffing levels, contractual salary
increases, bonus payments and tax payments, and tax withholdings we paid on behalf of certain executive and other staff members. Professional
fees, including legal and accounting fees, increased by $987,700 as the result of costs associated with the pending merger with Progenitor Cell
Therapy and our expanded operations in China. Investor relations services and other consulting fees increased by $336,800, as a result of increased
communications with shareholders and investors. Other staff related cost including travel and entertainment and operating expenses increased by
$226,000, rent increased by $65,400 as a result of an increase in the cost of leasing office space in New York, and franchise taxes
increased $123,800. Compensation expense under the Directors Cash Compensation Plan adopted by the Board of Directors in the first quarter of
2009 increased administrative expense by $280,800, insurance increased $161,300 and during the nine months ended September 30, 2010 the
Company contributed $75,000 to Stem for Life, a foundation in the United States with a mission of promoting adult stem cell research. The balance
of the changes in administrative expense resulted from increases and decreases in other operating activities.
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Included in selling, general and administrative expense is a charge for $734,600 as the result of a judgment on May 13, 2010 against Erye in connection
with a patent dispute concerning an antibiotic product that has accounted for less than 2% of Erye sales in the past. (See Note 13 — Commitments and
Contingencies for a more detailed discussion).

As a result of completing the Erye Merger with CBH, our activities associated with the Erye Merger ended thus reducing the use of our attorney,
accountant and other professional services and reducing our operating costs by $2,232,000 over the same period in 2009.

Sales and marketing expenses increased by $4,124,000 over the nine months ended September 30, 2009. Approximately $1,596,500 of this increased
operating expense was related to the sales and marketing efforts of Erye and $1,153,600 was related to amortization of intangible assets acquired in
the Erye Merger. The use of equity instruments to incentivize staff and pay for services totaled $617,000, an increase of $304,400 over nine months
ended September 30, 2009, and marketing and consulting fees increased approximately $831,700 in connection with developing new strategies and
efforts to increase our collection network and market penetration. Our U.S. sales and marketing costs also increased by approximately $190,600 due
to increases in staff costs and other operating expenses. The balance of the increase in sales and marketing expenses was the result of other
activities.

For the nine months ended September 30, 2010, our research and development expenses totaled $5,113,500 compared to $2,599,700 for the nine months
ended September 30, 2009, representing an increase of $2,513,800, which was the result of:

The use of equity instruments to incentivize research staff totaled $727,300, an increase of $104,000 over the nine months ended September 30, 2009.
Research related to our VSEL™ Technology increased operating expenses by $2,121,000. In addition, the Company initiated sponsored research with
third parties totaling $211,200 related to our VSEL™ Technology research. Our acquisition of Erye added $733,000 of research and development
expense to our operating expenses. Research and development at NeoStem China was $45,700 for the nine months ended September 30, 2010. In 2009
the Company funded a grant in China, totaling $721,500, to create a research foundation to promote adult stem cell research in China and the Company
has not made any similar payments in 2010. The combination of these factors resulted in an increase in research and development expense in 2010 in
comparison to 2009. The balance of the change in research and development expense is related to other activities.

Dividends on Convertible Redeemable Series C Preferred Stock.

In connection with the Erye Merger, the Company issued 8,177,512 shares of Convertible Redeemable Series C Preferred Stock (“Series C Preferred
Stock”) which called for an annual dividend of 5% based on the stated value of the preferred stock. For the three and nine months ended September 30, 2010
we recorded a dividend of $0 and $153,500, respectively, as the prorated dividend due. On May 17, 2010, RimAsia Capital Partners LP ("RimAsia"),
converted its 8,177,512 shares of Series C Preferred Stock into 9,086,124 shares of the Company's common stock. Following this conversion, there are no
shares of Series C Preferred Stock outstanding and RimAsia will not be entitled to receive any further dividends on such shares, provided however that
RimAsia was entitled to receive a cash payment of $153,500 which was equal to the dividends accrued but unpaid from January 1, 2010 through May 17,
2010. This payment was made on May 25, 2010.
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Noncontrolling Interests

When the Company acquired Erye from CBH it acquired a 51% interest in Erye. In preparing our financial statements the full operations of Erye are
reflected in our results as of and after October 30, 2009. We account for the 49% minority shareholder share of Erye’s net income with a charge to
noncontrolling interests. For the three and nine months ended September 30, 2010, Erye’s minority shareholder’s share of net income totaled $1,145,600 and
$4,085,700, respectively.

Other Income and Expense

For the three and nine months ended September 30, 2010 the Company incurred interest expense of approximately $10,700 and $25,400 respectively,
net of capitalized interest. In accordance with the Joint Venture Agreement that governs the operation of Erye, the minority shareholder has agreed to loan
back to Erye dividends it is entitled to for three years starting in 2008, to help fund the construction of the new manufacturing facility. At September 30, 2010
these loans totaled $7,847,200. The loan calls for interest to accrue at a rate of 5.31% annually.

For the nine months ended September 30, 2010 the Company recognized other income of $31,300 Included in this other income is income of $175,000
recognized in connection with the extinguishment of certain liabilities that Erye determined were no longer payable. This income was offset by expenses
related to the modification of the term of certain warrants issued to RimAsia of approximately $188,500.

Provision for taxes

The provision for taxes of $286,000 and $1,191,200 represents income taxes due on income of Erye for the three and nine months ended September 30,
2010, respectively, and is net of utilization of the deferred tax liability associated with amortization of intangible assets acquired in the Erye Merger of
$61,200 and $182,400 for the respective periods.
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Liquidity and Capital Resources

At September 30, 2010 we had a cash balance of $4,066,700, working capital of $7,687,700 and shareholders’ equity of $45,636,500. During the nine
months ended September 30, 2010 we invested approximately $12,510,600 into the business, specifically in property and equipment related to the
construction of the new manufacturing plant for Erye in China, while reducing cash used in operating activities by $6,336,200 compared to the first nine
months of 2009.

During the nine months ended September 30, 2010, we met our immediate cash requirements through existing cash balances, public offerings of our
common stock which raised approximately $13,138,948, the exercise of warrants and options which raised approximately $3,101,900, the issuance of notes

payable for our operations in China and the use of equity and equity-linked instruments to pay for services and compensation.

We incurred a net loss of $5,994,600 and $13,040,300 for the three and nine months ended September 30, 2010, respectively. The following chart
represents the net funds provided by or used in operating, investing, and financing activities for each period indicated (in thousands):

The Nine Months Ended

(in $000) September 30, 2010  September 30, 2009

Cash used in operating activities $ (3,175.7) $ (9,511.9)

Cash used in investing activities (11,019.1) (871.3)

Cash provided by financing activities 10,993.3 15,801.2
Operating Activities

Our cash used for operating activities in the nine months ended September 30, 2010 totaled $3,175,700, which is the sum of (i) our net loss, adjusted
for non-cash expenses totaling $9,956,800 which includes, principally, common stock, common stock options and common stock purchase warrants issued for
services rendered in the amount of $7,399,800 and depreciation and amortization of $2,557,000; (ii) cash retained in the operation as the result of increases in
accounts payable and accrued expenses of $1,175,900 and a reduction in accounts receivable of $1,278,600; and (iii) a decrease in cash resulting from a
reduction in advance payments and unearned revenue from customers and licensees of $392,000, cash used for prepaids and payments of other assets of
$461,743, increases in inventory of $1,405,800 and utilization of a deferred tax liability in the amount of $182,400.

Investing Activities

During the nine months ended September 30, 2010 we spent approximately $12,510,600 for property and equipment. Erye is building a new
production facility and during the nine months ended September 30, 2010 $10,821,400 was spent on construction. This plant is expected to be fully
operational in 2011. The new production facility, once completed, will increase Erye’s production capacity and should enable Erye to respond to expected
increases in demand for pharmaceutical products in China. In March 2010 we initiated construction of our stem cell laboratory in Beijing and through
September 30, 2010 we have invested $852,200. The balance of our capital expenditures was spent on equipping our laboratory in Boston and our stem cell
operations in China.
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Idle cash in our Erye subsidiary of approximately $2,424,132 was invested in short term instruments and proceeds from these investments of
approximately $2,452,000 was used for various operating and financing activities in the nine months ended September 30, 2010.

Financing Activities

In December 2009, in order to facilitate working capital requirements in local currency in China, NeoStem (China) issued a promissory note to the
Bank of Rizhao Qingdao Branch in the amount of $645,500. The note, bore an interest rate of 4.05%, was due on June 21, 2010 and was paid in full in April
2010. On May 25, 2010, NeoStem (China) issued a promissory note to the Bank of Rizhao Qingdao Branch for approximately $538,000 due November 25,
2010 and bearing interest at 4.86% per annum. The loan is collateralized by cash in a restricted bank account totaling $775,600. In addition, in May 2010
NeoStem (China) entered into a pledge agreement with the bank pledging all of its interest in its VIEs as additional collateral for the loan.

In December 2009, Erye obtained a loan of approximately $2,200,500 from the Industrial and Commercial Bank with an interest rate of 4.86% and was
due in June 2010. In April 2010 this loan was paid in full.

Erye has $5,951,900 of notes payable as of September 30, 2010 and $9,150,000 of notes payable as of December 31, 2009. Notes are payable to the
banks who issue bank notes to Erye’s creditors. Notes payable are interest free and usually mature after a three to six months period. In order to issue notes
payable on behalf of Erye, the banks required collateral, such as cash deposits which were approximately 30%-50% of the value of notes to be issued, or
properties owned by Erye. At September 30, 2010, $2,720,700 of restricted cash was pledged as collateral for the balance of notes payable which was
approximately 46% of the notes payable Erye issued, and the remaining notes payable are collateralized by pledging Erye’s land use right. The use of notes
payable to pay creditors is a feature of the money and banking system of China and we expect these types of notes to be a continuing feature of Erye’s capital
structure.

On February 18, 2010 the Company completed a public offering of its common stock, selling 5,750,000 shares priced at $1.35 per share. The Company
received approximately $6,819,500 in net proceeds from the offering, after underwriting discounts, commissions and other expenses, of approximately
$943,000.

On March 15, 2010, the Company and RimAsia made certain agreements with respect to outstanding warrants. RimAsia exercised its warrant to
purchase 1,000,000 shares of the Company’s common stock, exercisable at a per share exercise price of $1.75, which was issued to RimAsia in a private
placement completed by the Company in September 2008. This exercise resulted in proceeds to the Company totaling $1,750,000. The condition for such
exercise was that the Company would modify certain terms of RimAsia’s warrant to purchase 4,000,000 shares of Common Stock, issued to RimAsia in a
private placement completed by the Company in April 2009 (the “Series D Warrant”). The Series D Warrant was amended to provide for (i) a three (3) year
extension of the Termination Date (as defined in the Series D Warrant) from September 1, 2013 to September 1, 2016 and (ii) an increase in the average
closing price that triggers the Company’s redemption option under the Series D Warrant from $3.50 to $5.00.

On May 19, 2010, the Company entered into a Common Stock Purchase Agreement with Commerce Court Small Cap Value Fund, Ltd., which
provides that, subject to certain terms and conditions, Commerce Court is committed to purchase up to $20,000,000 of shares of the Company’s common
stock over a term of approximately 24 months. The Purchase Agreement provides that at the Company’s discretion, it may present Commerce Court with
draw down notices under this $20 million equity line of credit arrangement from time to time, to purchase the Company’s Common Stock, provided certain
price requirements are met and limited to 2.5% of the Company’s market capitalization at the time of such draw down. The per share purchase price for these
shares will equal the daily volume weighted average price of the Company’s common stock on each date during the draw down period on which shares are
purchased, less a discount of 5.0%. The Purchase Agreement also provides that the Company in its sole discretion may grant Commerce Court the right to
exercise one or more options to purchase additional shares of Common Stock during each draw down period at a price which would be based on a discount
calculated in the same manner as it is calculated in the draw down notice. The issuance of shares of common stock to Commerce Court pursuant to the
Purchase Agreement, and the sale of those shares from time to time by Commerce Court to the public, are covered by an effective registration statement on
Form S-3 filed with the SEC.
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On May 27, 2010, the Company presented Commerce Court with a Draw Down Notice. Pursuant to the Purchase Agreement, the shares were offered
at a discount price to Commerce Court equal to 95.0% of the daily volume weighted average price of the common stock during the Pricing Period or a 5%
discount. Pursuant to the Draw Down Notice, the Company also granted Commerce Court the right to exercise one or more options to purchase additional
shares of common stock during the pricing period, based on the trading price of the common stock. The Company settled with Commerce Court on the
purchase of 685,226 shares of common stock under the terms of the Draw Down Notice and the Purchase Agreement at an aggregate purchase price of
$1,802,100, or approximately $2.63 per share, on June 7, 2010. The Company and Commerce Court agreed to waive the minimum threshold price of $3.00
per share set forth in the Purchase Agreement. The Company received net proceeds from the sale of these shares of approximately $1,746,100 after deducting
its offering expenses.

On June 1, 2010, Fullbright exercised a warrant to purchase 400,000 shares of restricted Common Stock. This warrant was issued to Fullbright in a
private placement of securities by the Company in November 2008. The exercise price was $1.75 per share, resulting in proceeds to the Company of
$700,000.

On June 25, 2010, the Company entered into definitive securities purchase agreements with investors in a public offering, pursuant to which such
investors agreed to purchase, and the Company agreed to sell, an aggregate of 2,325,582 Units, consisting of an aggregate of 2,325,582 shares of Common
Stock and warrants to purchase an aggregate of 581,394 shares of Common Stock. The offering closed on June 30, 2010 with gross proceeds of
$5,000,000. Each Unit was priced at $2.15 and consisted of one share of common stock and a warrant which will allow the investor to purchase 0.25 shares
of common stock at a per share price of $2.75. The warrants may be called by the Company in the event that the common stock trades over $4.50 per share
for 10 consecutive trading days. Subject to certain ownership limitations, the warrants were exercisable on the date of the closing and will expire 2 years
thereafter. The number of shares of Common Stock issuable upon exercise of the warrants and the exercise price of the warrants are adjustable in the event of
stock dividends, splits, recapitalizations, reclassifications, combinations or exchanges of shares, reorganizations, liquidations, consolidation, acquisition of the
Company (whether through merger or acquisition of substantially all the assets or stock of the Company) or similar events. The net proceeds to the Company
from such offering, after deducting the Placement Agent’s fees and expenses, the Company’s estimated offering expenses, and excluding the proceeds, if any,
from the exercise of the warrants issued in the offering were approximately $4,497,900.

Pursuant to the terms and conditions of the Joint Venture Agreement, dividend distributions to EET and Merger Sub will be made in proportion to their
respective ownership interests in Erye; provided, however, that for the three-year period which commenced on the first day of the first fiscal quarter after the
Joint Venture Agreement became effective (currently approximately another two years) distributions will be made as follows: (i) the 49% of undistributed
profits (after tax) of the joint venture due EET will be distributed to EET and lent back to Erye to help finance costs in connection with their construction of
and relocation to a new facility; and (ii) of the net profit (after tax) of the joint venture due Merger Sub, 45% will be provided to Erye as part of the new
facility construction fund and will be characterized as paid-in capital for Merger Sub’s 51% interest in Erye, and 6% will be distributed to Merger Sub
directly. At September 30, 2010, these loans totaled $7,847,200 plus accrued interest of $458,687. The loan calls for interest to accrue at a rate of 5.31%
annually. In addition, during the first quarter of 2010 Erye made an interest payment of approximately $195,600.

Liquidity and Capital Requirements Outlook

With our acquisition of a controlling interest in Erye and expansion into China, we have transitioned from being a one-dimensional U.S. service
provider with nominal revenues to being a multi-dimensional international biopharmaceutical company with current revenues and operations in three distinct
business units — U.S. adult stem cells, China adult stem cells and China pharmaceuticals. The following is an overview of our collective liquidity and capital
requirements.

Erye is constructing a new pharmaceutical manufacturing facility and began transferring its operations in January 2010. The relocation will continue
as the new production lines are completed and receive cGMP certification through 2011. In January 2010, Eyre received notification that the SFDA approved
Erye’s application for cGMP certification to manufacture solvent crystallization sterile penicillin and freeze dried raw sterile penicillin at the new facility,
which provides for 50% to 100% greater manufacturing capacity, than its existing facility. Historically these lines accounted for 20% of Erye’s sales. In June
2010, Erye passed the government inspection by the SFDA to manufacture penicillin and cephalosporin powder at the new facility. The facility is fully
operational with respect to these lines. Erye has now relocated 90% of its 2009 sales capacity to the new facility. The new facility is estimated to cost
approximately $36 million, of which approximately $29 million has been incurred through September 30, 2010. Construction has been and will continue to be
self-funded by Erye and EET, the holder of the minority joint venture interest in Erye. We have agreed for a period of another two years to reinvest in Erye
approximately 90% of the net earnings we would be entitled to receive under the Joint Venture Agreement by reason of our 51% interest in Erye.
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We are also engaged in other initiatives to expand our operations into China including with respect to technology licensing, establishment of stem cell
processing and storage capabilities and research and clinical development. In June 2009 we established NeoStem (China) as our wholly foreign-owned
subsidiary or WFOE. To comply with PRC’s foreign investment regulations regarding stem cell research and development, clinical trials and related
activities, we conduct our current stem cell business in the PRC through two domestic variable interest entities. We have incurred and expect to continue to
incur substantial expenses in connection with our China activities. In order to implement the establishment of the Beijing Facility, as of December 31, 2009,
our Company, our WFOE subsidiary NeoStem (China), and PCT entered into the PCT Agreement, whereby NeoStem and NeoStem (China) engaged PCT to
perform the services necessary (1) to construct the Beijing Facility, consisting of a clean room for adult stem cell clinical trial processing and other stem cell
collections which will have the processing capacity on an annual basis sufficient for at least 10,000 samples, research and development laboratory space,
collection and stem cell storage area and offices, together with the furnishings and equipment, and (2) to effect the installation of quality control systems
consisting of materials management, equipment maintenance and calibration, environmental monitoring and compliance and adult stem cell processing and
preservation which comply with cGMP standards and regulatory standards that would be applicable in the United States under GTP standards, as well as all
regulatory requirements applicable to the program under the laws of the PRC. The aggregate cost of the program, including the Phase 1 equipment purchases,
is expected to be approximately $3,000,000. The project commenced on April 1, 2010, and is anticipated to be completed by the end of 2010. We have the
option to terminate the PCT Agreement without cause upon providing no less than 60 days written notice to PCT, subject to our obligation to pay for any
services performed up to the date of termination and certain costs and expenses incurred by PCT.

We expect to rely partly on dividends paid to us by the WFOE under the contracts with the VIEs, and under the Joint Venture Agreement, attributable
to our 51% ownership interest in Erye, to meet some of our future cash needs. However, there can be no assurance that the WFOE in China will receive
payments uninterrupted or at all as arranged under the contracts with the VIEs. In addition, pursuant to the Joint Venture Agreement that governs the
ownership and management of Erye, for the next two years: (i) 49% of undistributed profits (after tax) will be distributed to EET and loaned back to Erye for
use in connection with its construction of the new Erye facility; (ii) 45% of the net profit after tax will be provided to Erye as part of the new facility
construction fund, which will be characterized as paid-in capital for our 51% interest in Erye; and (iii) only 6% of the net profit will be distributed to us
directly for our operating expenses.

The payment of dividends by entities organized under PRC law to non-PRC entities is subject to limitations. Regulations in the PRC currently permit
payment of dividends by our WFOE and Erye only out of accumulated distributable earnings, if any, as determined in accordance with accounting standards
and regulations in China. Moreover, our WFOE and Erye are required to appropriate from PRC GAAP profit after tax to other non-distributable reserve
funds. These reserve funds include one or more of the following: (i) a general reserve, (ii) an enterprise expansion fund and (iii) a staff bonus and welfare
fund. Subject to certain cumulative limits (i.e., 50% of the registered capital of the relevant company), the general reserve fund requires annual appropriation
at 10% of after tax profit (as determined under accounting principles generally accepted in the PRC at each year-end); the appropriation to the other funds are
at the discretion of WFOE and Erye. In addition, if Erye incurs debt on its own behalf in the future, the instruments governing the debt may restrict Erye’s or
the joint venture’s ability to pay dividends or make other distributions to us. This may diminish the cash flow we receive from Erye’s operations, which would
have a material adverse effect on our business, operating results and financial condition.

Our interests in China are subject to China’s rules and regulations on currency conversion. In particular, the initial capitalization and operating
expenses of the two VIEs are funded by our WFOE. In China, the State Administration for Foreign Exchange, or the SAFE, regulates the conversion of the
Chinese Renminbi into foreign currencies. Currently, foreign investment enterprises are required to apply to the SAFE for Foreign Exchange Registration
Certificates, or IC Cards of Enterprises with Foreign Investment. Foreign investment enterprises holding such registration certificates, which must be renewed
annually, are allowed to open foreign currency accounts including a “basic account” and “capital account.” Currency translation within the scope of the “basic
account,” such as remittance of foreign currencies for payment of dividends, can be effected without requiring the approval of the SAFE. However,
conversion of currency in the “capital account,” including capital items such as direct investments, loans, and securities, require approval of the SAFE.
According to the Notice of the General Affairs Department of the State Administration of Foreign Exchange on the Relevant Operating Issues Concerning the
Improvement of the Administration of Payment and Settlement of Foreign Currency Capital of Foreign-invested Enterprises promulgated on August 29, 2008,
or the SAFE Notice 142, to apply to a bank for settlement of foreign currency capital, a foreign invested enterprise shall submit the documents certifying the
uses of the RMB funds from the settlement of foreign currency capital and a detailed checklist on use of the RMB funds from the last settlement of foreign
currency capital. It is stipulated that only if the funds for the settlement of foreign currency capital are of an amount not more than US$50,000 and are to be
used for enterprise reserve, the above documents may be exempted by the bank. This SAFE Notice 142, along with the recent practice of Chinese banks of
restricting foreign currency conversion for fear of “hot money” going into China, have limited and may continue to limit our ability to channel funds to the
two VIE entities for their operation. We are exploring options with our PRC counsels and banking institutions in China as to acceptable methods of funding
the operation of the two VIEs, including advances from Erye, but there can be no assurance that acceptable funding alternatives will be identified.

Neither Erye nor our other expansion activities into China are expected to generate sufficient excess cash flow to support our platform business or our
initiatives in China in the near term.
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NeoStem, Inc. agreed to acquire Progenitor Cell Therapy, LLC (“PCT”), pursuant to a merger (the “PCT Merger”) of a newly formed wholly-owned
subsidiary of NeoStem (“Subco”), with and into PCT pursuant to an Agreement and Plan of Merger, dated September 23, 2010 (the “PCT Agreement and
Plan of Merger”).

Pursuant to the terms of the PCT Agreement and Plan of Merger, all of the membership interests of PCT outstanding immediately prior to the effective
time of the PCT Merger (the “Effective Time”) will be converted into the right to receive, in the aggregate, 11,200,000 shares of the common stock of
NeoStem and, subject to the satisfaction of certain conditions, warrants to purchase a minimum of 1,000,000 and a maximum of 3,000,000 shares of NeoStem
Common Stock.

In order to fund the development of advanced stem cell technologies and therapies in the U.S. and China, including the VSEL™ Technology licensed
from the University of Louisville and other regenerative technologies, management believes that we will need to raise additional capital. We will also require
additional cash in connection with our closing of the PCT Merger and expansion of the PCT business. We currently expect to fund our operating activities
through the use of existing cash balances, the use of a current or other equity line or other capital raising transaction, potential additional warrant and option
exercises, the 6% of net profits to which we are entitled from Erye, and, ultimately, the growth of our revenue generating activities in China. In addition, we
will continue to seek grants for scientific and clinical studies from the National Institutes of Health and other governmental agencies and foundations, but
there can be no assurance that we will be successful in obtaining such grants. We also review acquisition opportunities for revenue generating businesses
around which we could consider raising capital and consider from time to time other restructuring activities, including with respect to the potential divestiture
of assets.

At September 30, 2010, we had a cash balance of approximately $4,066,700. The trading volume of our common stock, coupled with our history of
operating losses and liquidity problems, may make it difficult for us to raise capital on acceptable terms or at all. The demand for the equity and debt of small
cap biopharmaceutical companies like ours is dependent upon many factors, including the general state of the financial markets. During times of extreme
market volatility, capital may not be available on favorable terms, if at all. Our inability to obtain such additional capital on acceptable terms could materially
and adversely affect our business operations and ability to continue as a going concern.

The following table reflects a summary of NeoStem’s contractual cash obligations as of September 30, 2010 (in thousands):

Less than 1 More than
Total year 1-3 Years 3-5 Years 5 Years

Employment Agreements $ 3,742.0 $ 2,2774 % 1,4646 $ - $ -
Facility Leases 2,454.2 960.4 1,493.8 - -
License Fees 60.0 30.0 30.0 - -
Sponsored Research Agreements 854.4 579.9 274.5 - -
Consulting Agreements 2,770.8 1,691.8 1,073.0 6.0 -
Design & Construction of Laboratory 1,387.1 1,387.1 - - -
Director Fees 90.0 90.0 - - -

$ 11,3585 $ 7,016.6 $ 4,3359 $ 60 $ -

SEASONALITY

NeoStem does not believe that its operations are seasonal in nature.
OFF-BALANCE SHEET ARRANGEMENTS

NeoStem does not have any off-balance sheet arrangements.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q includes “forward-looking” statements 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
report, 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. Additionally, statements concerning our ability to successfully develop the
adult stem cell business at home and abroad, the future of regenerative medicine and the role of adult stem cells in that future, the future use of adult stem
cells as a treatment option and the role of VSEL™ Technology in that future, and the potential revenue growth of such business are forward-looking
statements. Our future operating results are dependent upon many factors, and our further development is highly dependent on future medical and research
developments and market acceptance, which is outside its control. Forward-looking statements may not be realized due to a variety of factors, including,
without limitation, (i) our ability to manage the business despite continuing operating losses and cash outflows; (ii) our ability to obtain sufficient capital or a
strategic business arrangement to fund our operations and expansion plans, including meeting our financial obligations under various licensing and other
strategic arrangements and the successful commercialization of the relevant technology; (iii) our ability to build the management and human resources and
infrastructure necessary to support the growth of the business; (iv) competitive factors and developments beyond our control; (v) scientific and medical
developments beyond our control; (vi) our inability to obtain appropriate governmental licenses or any other adverse effect or limitations caused by
government regulation of the business; (vii) whether any of our current or future patent applications result in issued patents and our ability to obtain and
maintain other rights to technology required or desirable for the conduct of our business; (viii) whether any potential strategic benefits of various licensing
transactions will be realized and whether any potential benefits from the acquisition of these new licensed technologies will be realized; (ix) whether we can
obtain the consents we may require to sublicensing arrangements from technology licensors in connection with technology development; (x) our ability to
maintain our NYSE Amex listing; (xi) factors regarding our business in China and, generally, regarding doing business in China, including through our
variable interest entity structure; (xii) factors relating to the proposed PCT Merger; and (xiii) the other factors discussed or incorporated by reference in “Risk
Factors” and elsewhere in this Quarterly Report on Form 10-Q, in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009 under the
heading “Part I — Item 1A. Risk Factors”, in the Company’s Current Report on Form 8-K dated September 23, 2010 and in other periodic Company filings
with the Securities and Exchange Commission. The Company’s filings with the Securities and Exchange Commission are available for review at
www.sec.gov under “Search for Company Filings.”

» «

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. With respect to these forward-looking statements, we claim the
protection of the safe harbor for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995. Actual results could differ
materially from those anticipated in the forward-looking statements and from historical results, due to the uncertainties and factors described above, as well as
others that we do not anticipate at this time. 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.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Not applicable to smaller reporting companies.

ITEM 4. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures

Disclosure controls and procedures are the Company’s controls and other procedures that are designed to ensure that information required to be
disclosed in the reports that the Company files or submits under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) is recorded,
processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms. Disclosure controls and
procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed in the reports that the Company
files under the Exchange Act is accumulated and communicated to management, including the Chief Executive Officer and Chief Financial Officer, as
appropriate, to allow timely decisions regarding required disclosure. Due to the inherent limitations of control systems, not all misstatements may be
detected. These inherent limitations include the realities that judgments in decision-making can be faulty and the breakdowns can occur because of a simple
error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management
override of the control. Controls and procedures can only provide reasonable, not absolute, assurance that the above objectives have been met.

As of the end of the Company's quarter ended September 30, 2010 covered by this report, the Company carried out an evaluation, with the participation
of the Company's management, including the Company's Chief Executive Officer and Chief Financial Officer, of the effectiveness of the Company's
disclosure controls and procedures pursuant to Rule 13a-15 of the Exchange Act. Based on that evaluation, the Company's Chief Executive Officer and Chief
Financial Officer concluded that due to the material weaknesses discussed below the Company's disclosure controls and procedures were not effective, at the
reasonable assurance level, in ensuring that information required to be disclosed by the Company in the reports that it files or submits under the Securities
Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC's rules and forms and is accumulated and
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure.
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CBH, which was acquired by the Company on October 30, 2009, previously identified the material weaknesses identified below. Because the
acquisition was completed in the fourth quarter of 2009, the Company has not had sufficient time to remediate the material weaknesses previously identified
by CBH. However, since the filing date of the Company’s quarterly report on Form 10-Q for the quarter ended June 30, 2010 the Company has made
additional progress in remediating the material weaknesses previously identified by CBH.

Prior to the Merger, in its assessment of its internal control over financial reporting as of December 31, 2008, CBH identified in substance the material
weaknesses set forth below. As of September 30, 2009, CBH reported that such material weaknesses had not been remediated and continued to exist.

1. Insufficient U.S. GAAP qualified accounting and finance personnel.

As the U.S. GAAP closing process related to non-routine transactions and estimates, CBH did not have sufficient US GAAP qualified accounting and finance
personnel necessary to close its books at its subsidiaries in China. CBH's subsidiaries in China did not maintain books and records in accordance with US
GAAP and had to make adjusting entries to prepare and report financial statements in accordance with US GAAP. Because the accounting personnel were
not familiar with US GAAP non-routine transactions and estimates were not properly accounted for under US GAAP. This material weakness resulted in
adjustments to several significant accounts and disclosures and contributed to other material weaknesses described below.

2. Lack of Internal Audit System.

CBH did not have an internal audit department and therefore was unable to effectively prevent and detect control lapses and errors in the accounting of
certain key areas like revenue recognition, purchase approvals, inter-company transactions, cash receipt and cash disbursement authorizations, inventory
safeguard and proper accumulation for cost of products, in accordance with the appropriate costing method used by CBH.

3. Financial Statement Closing Process.

CBH's controls over the financial statement close process related to account reconciliation and analyses, including bank accounts, certain long-lived assets
and accrued liabilities, were not effective. As a result, a large volume of adjustments were necessary to completely and accurately present the financial
statements in accordance with US GAAP.

As of September 30, 2010, the Company was unable to conclude that the above material weaknesses previously reported by CBH had been fully
remediated.

Since the acquisition of CBH in the fourth quarter of 2009, the Company has been in the process of implementing the following remediation plans.

While the Company has sufficient US GAAP qualified accounting and financial personnel at the parent level, the accounting and financial
accounting personnel at Company’s subsidiary, Erye, continue to need additional training on US GAAP. The Company is seeking to remediate this by
deploying its finance and accounting personnel to Erye to account for non-routine, complex transactions at the Erye level and to assist with Erye’s closing
processes from time to time and use the services of another accounting firm for this role as well as to provide additional training on US GAAP to Erye’s
personnel so they can do the accounting for Erye without significant participation from the Company’s finance and accounting personnel.

The Company does not believe its size warrants an internal audit staff. The Company engaged a public accounting firm to provide internal audit
services in 2010, including to review and assess key risk areas such as revenue recognition, purchase approvals, inter-company transactions, cash receipt and
cash disbursement authorizations, inventory safeguard and proper accumulation for cost of products as well as complex, non-routine transactions and will
participate in the closing processes. In September 2010, this review was commenced and is currently in process.

The parent Company’s Chief Financial Officer and Vice President of Finance, each of whom is US GAAP qualified, are participating in the
quarterly financial statement closing process at the Erye subsidiary. The Company has established a process whereby the accounting reconciliation and
analyses prepared by Erye as part of the financial statement closing process are reviewed by the parent Company’s Chief Financial Officer and its Vice
President of Finance.

In addition, the Company believes that the oversight provided by its audit committee, which, unlike CBH's audit committee, is comprised of three
independent and financially sophisticated members, at least one of whom qualifies as an “audit committee financial expert” as defined in applicable SEC

rules, will support and further the remediation steps set forth above.
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(b) Changes in Internal Control over Financial Reporting

There have been no changes in the Company's internal controls over financial reporting, as such term is defined in Exchange Act Rule 13a-15, that
occurred during the Company's last fiscal quarter to which this report relates that have materially affected, or are reasonably likely to materially affect, the
Company's internal control over financial reporting, except that during the fiscal quarter ended March 31, 2010 we extended the parent company internal
controls to our new operations in China and these changes continued in the fiscal quarters ended June 30, 2010 and September 30, 2010.
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PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
There are no material changes to the disclosures provided in the Company’s Annual Report on Form 10-K for the year ended December 31, 2009.
ITEM 1A. RISK FACTORS

We have a significant number of securities convertible into, or allowing the purchase of our common stock, and the Company anticipates issuing a
substantial number of shares of common stock and securities allowing the purchase of common stock in the proposed PCT Merger. Investors could be
subject to increased dilution. Also, the issuance of additional shares as a result of such conversion or purchase or the proposed PCT merger, or the
subsequent sale of such shares, could adversely affect the price of our common stock.

Investors in our company will be subject to increased dilution upon conversion of our preferred stock and upon the exercise of outstanding stock
options and warrants. Additionally, pursuant to the PCT Merger we may issue up to 11,200,000 shares of common stock and warrants to purchase up to
3,000,000 shares of common stock. There were 57,614,858 shares of our common stock outstanding as of November 11, 2010. As of that date, preferred
stock outstanding could be converted into 10,000 shares of our common stock and stock options and warrants outstanding that are exercisable represented an
additional 24,467,529 shares of our common stock that could be issued in the future. Most of the outstanding shares of our common stock, as well as the vast
majority of the shares of our common stock that may be issued under our outstanding options and warrants, are not restricted from trading or have the
contractual right to be registered.

Any significant increase in the number of shares offered for sale could cause the supply of our common stock available for purchase in the market to
exceed the purchase demand for our common stock. Such supply in excess of demand could cause the market price of our common stock to decline.

Erye's production will be concentrated in two production lines and Erye will be operating in a new facility.

Erye recently passed the government inspection by the State Food and Drug Administration (“SFDA”) in China to manufacture penicillin powder for
injection and cephalosporin powder for injection at its new manufacturing facility which provides 50% greater manufacturing capacity than its existing
plant. The two production lines recently approved accounted for over 70% of Erye's product sales in 2009. More recently, these two production lines became
fully operational. These production lines, coupled with the approval of the lines earlier in 2010 for solvent crystallization sterile penicillin and freeze dried
raw sterile penicillin, is allowing Erye to relocate over 90% of its 2009 sales to the new facility. Any interruptions in production with respect to those lines
once they are operational at the new facility will have a material adverse effect on Erye's business and ours. There are inherent problems in commencing
operations at any new production facility. If Erye encounters operational difficulties in commencing production at its new facility, it could have a material
adverse effect on Erye's business and ours.

As a result of Erye’s relocation to a new manufacturing facility, Erye may experience certain delays and disruptions in its manufacturing operations
which could adversely affect our business.

Erye has built a new production facility for purposes of manufacturing its products and is in the process of relocating its manufacturing operations from its
existing facility to the new facility. The new facility is expected to be fully operational in 2011. As a result of this relocation, Erye may experience certain

delays and disruptions in its manufacturing operations which may adversely impact our business.
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Taxing authorities in the PRC may attempt to impose an enterprise income tax on the gain on the transfer of the ownership of the 51% ownership interest
in Erye.

Transactions involving the merger of two non-PRC companies, but that result in the change in ownership of joint venture interests in the PRC,
historically have not been taxed by the taxing authorities in the PRC. However, the PRC State Administration of Taxation issued the Notice on Strengthening
the Administration of Enterprise Income Tax on Equity Transfer Gains of Non-residence Enterprise, or Circular 698, in December of 2009, according to
which, if any non-residence enterprise indirectly transfers the shares of any residence enterprise, and if the total tax rate applicable in the country/jurisdiction,
where the offshore holding company transferred is incorporated, is lower than 12.5% or there is no income tax on income of its residents sourced outside of
such country/region, relevant parties shall submit the share transfer agreement and other relevant documents and information to the competent tax authority
having jurisdiction over the residence enterprise, whose equity is indirectly transferred, within 30 days after the share transfer agreement is signed. Subject to
approval by the State Administration of Taxation, if the non-residence enterprise transferring party is deemed to have indirectly transferred the shares of the
residence enterprise for purpose of evading PRC enterprise income tax through abuse of transaction structure, and the transaction structure does not have
reasonable commercial purposes, relevant tax authorities have the right to re-determine the nature of the transaction based on its substance and deny the
existence of offshore vehicles established for purpose of evading PRC tax and levy enterprise income tax on the share transfer gains pursuant to PRC
laws. The tax rate applicable to the share transfer gains under such circumstance should be 10% or lower treaty tax rate under EIT Law and its
implementation rules. Accordingly, recently the taxing authorities in the PRC have levied enterprise income tax at the rate of approximately 10% of the gain
on a few real estate and mining transactions that resulted in a change in ownership in joint ventures located in the PRC. Circular 698 applies retrospectively
and shall be deemed to have become effective since January 1, 2008. Although it is still unclear on whether or not the Circular 698 shall also apply to the
merger, as opposed to share transfer, of two non-PRC companies resulting in the change in ownership of PRC companies, there can be no assurance that the
PRC taxing authorities will not impose enterprise income tax on the gain on the transfer to us of ownership of the 51% equity interests in Erye.

Foreign-invested enterprises in China will be subject to city maintenance and construction tax and education expenses surtax starting from December 1,
2010.

According to relevant tax rules in China, foreign-invested enterprises (e.g., WFOE) were not subject to city maintenance and construction tax and
education expenses surtax in the past; however, the State Council of PRC issued the Notice regarding Unifying Rules of City Maintenance and Construction
Tax and Education Expenses Surtax Applicable to Foreign-invested Enterprises and Domestic Enterprises and Individuals (Guo Fa (2010) 35) on October 18,
2010, or the State Council Notice No. 35. According to the State Council Notice No. 35, starting from December 1, 2010, the Interim Measures on City
Maintenance and Construction Tax promulgated by the State Council in the year of 1985 and the Interim Rules on Levying Education Expenses Surtax
promulgated by the State Council in the year of 1986, and relevant rules, measures promulgated thereafter shall also apply to foreign-invested enterprises,
foreign enterprises and foreign individuals. Accordingly, foreign-invested enterprises will be subject to city maintenance and construction tax and education
expenses surtax starting from December 1, 2010 (Erye was already subject to such taxes). Both city maintenance and construction tax and education expense
surtax are levied based on the value-added tax, consumer tax and business tax actually paid by the tax payer, depending on location of the tax payer, the tax
rate of city maintenance and construction tax applicable could be 7%, 5% or 1%, and the tax rate of education expense surtax applicable is currently 3%.

Because of the State Council Notice No. 35, we expect that the tax liabilities of WFOE will increase, which could have a material adverse effect on our
results of operations and financial condition.

Fluctuations in the value of the Renminbi relative to the U.S. dollar could affect our operating results.

We prepare our financial statements in U.S. dollars, while our underlying businesses operate in two currencies, U.S. dollars and Chinese Renminbi. It
is anticipated that our Chinese operations will conduct their operations primarily in Renminbi and our U.S. operations will conduct their operations in dollars.
At the present time we do not expect to have significant cross currency transactions that will be at risk to foreign currency exchange rates. Nevertheless, the
conversion of financial information using a functional currency of Renminbi will be subject to risks related to foreign currency exchange rate fluctuations.
The value of Renminbi against the U.S. dollar and other currencies may fluctuate and is affected by, among other things, changes in China’s political and
economic conditions and supply and demand in local markets. As we have significant operations in China, and will rely principally on revenues earned in
China, any significant revaluation of the Renminbi could materially and adversely affect our financial results. For example, to the extent that we need to
convert U.S. dollars we receive from an offering of our securities into Renminbi for our operations, appreciation of the Renminbi against the U.S. dollar could
have a material adverse effect on our business, financial condition and results of operations.

Beginning in July of 2005, the PRC government changed its policy of pegging the value of Renminbi to the U.S. dollar. Under the new policy, the
value of the Renminbi has fluctuated within a narrow and managed band against a basket of certain foreign currencies. However, the Chinese government has
come under increasing U.S. and international pressure to revalue the Renminbi or to permit it to trade in a wider band, which many observers believe would
lead to substantial appreciation of the Renminbi against the U.S. dollar and other major currencies. There can be no assurance that Renminbi will be stable
against the U.S. dollar. On June 19, 2010 the central bank of China announced that it will gradually modify its monetary policy and make the Renminbi’s
exchange rate more flexible and allow the Renminbi to appreciate in value in line with its economic strength.
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There are Risks Related to PCT and the Proposed Merger with PCT.

See the Company’s Current Report on Form 8-K filed with the SEC on September 23, 2010, regarding certain risks relating to PCT’s business and the
proposed Merger with PCT, which risk factors under the headings “Risks Related to PCT and PCT’s Business” and “Risks Relating to the Merger” are hereby
incorporated by reference into this quarterly report.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Effective July 7, 2010, the Company entered into a consulting agreement pursuant to which a consultant was retained to assist the Company in providing
sponsorship of the Company’s securities in the public markets and to perform investor relations services for a three month term. In consideration for
providing services under this agreement, the Company issued to the consultant 150,000 shares of restricted common stock, to vest as to one-third on each of
the first, second and third one-month anniversaries of the effective date of the agreement.

Effective July 27, 2010, consistent with the Company’s previously disclosed intention to provide support for a charitable foundation, The Stem for Life
Foundation (the “Foundation”), which promotes public awareness, funds research and development and subsidizes stem cell collection and storage programs,
the Company issued to the Foundation 150,000 shares of restricted common stock.

Effective July 30, 2010, the Company entered into a financial advisory and consulting agreement pursuant to which this consultant was retained to provide
financial advisory as well as consulting services in connection with potential business combinations for a three month term. In consideration for providing
services under this agreement, in addition to certain specified cash consideration, the Company agreed to issue to the consultant a five year warrant to
purchase 25,000 shares of restricted common stock at a per share exercise price of $2.50, vesting as to one-third of the shares on each one month anniversary

of the effective date, with certain rights of cashless exercise.

Effective September 30, 2010, the Company issued 600,000 shares of restricted common stock to a warrant holder pursuant to the exercise of a warrant issued
to a consultant for services in July 2008. The exercise price was $.78 per share, resulting in proceeds to the Company of $468,000.

The offer and sale by the Company of the securities described above were made in reliance upon the exemption from registration provided by Section 4(2) of
the Securities Act of 1933, as amended (the “Securities Act”), for transactions by an issuer not involving a public offering. The offer and sale of such
securities were made without general solicitation or advertising to “accredited investors” as such term is defined in Rule 501(a) of Regulation D promulgated
under the Securities Act.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None

ITEM 4. REMOVED AND RESERVED

ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS

(a) Exhibits

Exhibit Description Reference

2(a) Agreement and Plan of Merger, dated as of September 23, 2010, by and among NeoStem, Inc., Progenitor Cell Therapy LLC and 2.1
NBS Acquisition Company LLC (1)

10(a) Letter Agreement dated July 7, 2010 between NeoStem, Inc. and Catherine M. Vaczy, Esq.* 10.1

10(b) Employment Agreement dated September 1, 2010 between NeoStem (China), Inc. and Ian Zhang* 10.2

10(c) English Translation of Amendment Agreement to Joint Venture Contract of Suzhou Erye Pharmaceutical Co., Ltd. dated May 21, 10.3
2010 approved August 16, 2010*

10(d) Equity Pledge Agreement dated August 30, 2010 among Beijing Ruijieao Bio-Technology Ltd., NeoStem (China), Inc. and The 10.4
Shareholder of Beijing Ruijieao Bio-Technology Ltd.*

10(e) Exclusive Purchase Option Agreement dated June 21, 2010 among Beijing Ruijieao Bio-Technology Ltd., NeoStem (China), Inc. 10.5
and The Shareholder of Beijing Ruijieao Bio-Technology Ltd.*

10(f) Consigned Management and Technology Service Agreement dated June 21, 2010 among Beijing Ruijieao Bio-Technology Ltd., 10.6
NeoStem (China), Inc. and The Shareholder of Beijing Ruijieao Bio-Technology Ltd.*

10(g) Loan Transfer Agreement dated June 21, 2010 among NeoStem (China), Inc., the Shareholder of Beijing Ruijieao Bio- 10.7
Technology Ltd. and Jianhua Sui*

10(h) Form of Voting and Lock Up Agreement August/September 2010 by and between NeoStem, Inc. and the persons listed therein, 10.8
with related Form of Amendment No. 1 to Voting and Lock-Up Agreement October 2010*

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.* 311

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.* 31.2

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.** 32.1

32.2 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.** 32.2
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1) Filed with the Securities and Exchange Commission on September 23, 2010 as an exhibit, numbered as indicated above, to our Current Report
on Form 8-K dated September 23, 2010, which exhibit is incorporated here by reference

* Filed herewith
Hx Furnished herewith

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

NEOSTEM, INC. (Registrant)

By:  /s/ Robin Smith M.D.
Robin Smith M.D., Chief Executive Officer

Date: November 12, 2010

By: /s/ Larry A. May
Larry A. May, Chief Financial Officer

Date: November 12, 2010

By:  /s/ Christopher C. Duignan
Christopher C. Duignan, Chief Accounting Officer

Date: November 12, 2010
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Exhibit 10.1
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Tuly /. 2010

Catherine M. Vaczy, Esq,
140 East 28th Stresl
Apartment #11C

New Yori, New Yark 10016

Dear Catherine:

We are pleased 1o enter into this extension (the “Extension”) of your emplayment agreement dated as of
Tanuary 26, 2607 {the “2007 Agreement™), as thersalier amended by amendments on January 9, 2008 and
August 29, 2008 and reinstated and extended on July 8, 2009 (the 2007 Agresment a5 so amended and
extended, the “Original Agreement™}, with respect to your service 1o the Company as its Vice President and
General Counsal, This Extension shall become effective (the “Effective Date™) on the date that it is fully
exccuted by you and the Company and shall modify the Onginal Apresment with respect 1o those different
and additional terms as set forth below,

1. Your Base Salary for the first year of the Term shall be $211,000, which will be increased by ten
percent {10%) on the one year anniversary of the Effective Date,

2. You shall receive a $30,000 cash bonus, half of which is payable upon the Effective Date and the
remaining half of which is payable upon completion of an acquisition. During the second year of
the Term, you shall receive 2 bonus in & minimum amount of $60,000,

3. During the Term, the Company will pay membership and anneal dues for 5 club in New York of
your choige that can be used for business entertainment, meetings, eic. in an amount not to exceed
£5,000,

4. The "Term™ as extended shall begin as of the Effective Date and continue through December 31,
2011

5. You shall be granted on the Effective Date an option (the “Option”) under the Company's 2009
Equity Compensation Plan {the “200% Plan") 0 purchase 350,000 shares of the Company’s
Common Stock, which shall vest and become exercisable as to 100,004 shares on the one year
anniversary of the Effsctive Date, 50,000 shares on December 31, 2011, and as to the remaining
200,000 shares upon the achievement of business milestones as determined by the Compensation
Committee of the Board of Directors. The per shave exercise price of the Option shall equal the
closing price of the Common Stock on the Effective Date and the Option shall be subject to all the
terms and conditions of the 2009 Plan.

6. The Company shall pay for the collection of your stem cefls.

Terms not otherwise defined herein shall have the meaning ascribed to them in the Original
Agreement. Excepl as set forth herein the terms of the Original Agreement shall remain unchanged,

Very truly vours,

Title: CEO




EMPLOYMENT AGREEMENT

Party A (Employer): Full Name: NeoStem (China), Ine.
Address: Room 0425A, Building C. No. 6
Xiang Gang Zhong Road, Shinan District, Qingdao, Shandong
P.E. China
Phone Number: 86-532-8090-9800
Legal Representative: Peter Sun

Party B (Employee): Name: Tan Zhang
Date of Birth:
Permanent Address:
China 200233
ID Type: Passport
Valid ID number:
Current Address;
Phone Number:

In accordance with the Labor Law of the People’s Republic of China, Labor Contract law
of the People’s Republic of China and other applicable laws and regulations, and the
principles of legality, impartiality, equality, voluntarily, and honesty, both parties enter
into this employment agreement.

TERM OF THE AGREEMENT

1. Both parties agree to choose 1) as the term.
(1) Fixed period: from September 1, 2010 (Commencement Date) to August 31. 2013.

{2) Indefinite periad; from until the Agreement is terminated according to its
terms.
(3) Assignment period: from until the assignment is finished.

If parties ¢hoose option (1) or (2), the probationary period is from September 1, 2010 to
February 28, 2011.

JOB DUTIES AND JOB LOCATION

2. (1) Party B will be employed as Party A’s President and Managing Director. Party B
will have such responsibilities as are consistent with such positions and will have
executive authority over all business operations of Party A, including but without
limitation, making proposals for Party A's strategic development and overseeing the
overall implementation of any strategic proposals as adopted by Party A's Board of
Directors. Party B will report to the CEO of Party A’s Parent Company, NeoStem, Inc.
(“Parent Company") and the Board of Directors of Party A. The position will be based
out of Party A's Beijing office with travel from time to time to the Parent Company’s
executive offices in the United States and Party A’s executive offices in Shandong and
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other locations domestically in China. Party B shall devote his full time, attention and
abilities to the business of Party A and other affiliates of the Parent Company as may be
directed to him by the Parent Company CEO and/or Party A’s Board of Directors. Party
B is not allowed to carry out or enter into any other assignment, consultancy,
employment or any other service agreement other than those approved by the Parent
Company and Party A.

(2} As used in this Agreement, all references to Party A's Board of Directors shall be
deemed to refer to Party A’s Executive Director until such time as Party A effectively
amends its Articles of Association 1o provide for a Board of Directors.

3. Additional matters relating to performance of job duties:

(1) Party B shall perform his job duties in accordance with Party A’s requirements with
due diligence and on a timely manner and be in compliance with Party A’s rules and
regulations that are stipulated in accordance with laws, and in complance with any
similar or applicable requirements, rules or regulations of the Parent Company.

(2) During the term of this Agreement, with Party B's consent, Party A may change Party
B’s job duties due to the changes in business scopes or business needs.

4. During the probaticnary period, Party B's performance shall be evaluated by the CEO
of the Parent Company.

WORKING CONDITIONS AND PROTECTIONS AGAINST JOB HAZARDS

3. Party A shall implement operation rules, office policies, work safety and hygiene
policies and protection measures against joh hazards/risks and provide Party B with
necessary trainings on the above rules and policies. Party B shall comply with all the
above rules and policies,

6. Party A shall provide Party B with safe and ¢lean working environments and neceszary
protection tools that are in compliance with national regulations. If Party A assigns any
dangerous tasks to Party B, Party A shall conduet physical examinations on Party B

regularly,

7. If job duties may lead to work related illness, Party A shall inform Party B of such
possibilities, offer B trainings on work safety and hygiene, take measures to prevent
accidents and reduce job hazards.

8. Party A shall strictly implement national, provincial and municipal regulations on work
related injuries and illnesses reporting, Party B shall strictly comply with safety
operational rules while performing job duties, Party B has the right to refuse to perform
dangerous tasks assigned by Party A in violation of laws or rules and shall not be deemed
to be in breach of this Agreenient.




9. Party A shall protect women and minority employees in accordance with national,
provineial and municipal regulations.

WORKING HOURS, HOLIDAYS AND VACATIONS

10. Party A requires Party B to perform job duties according to schedule (1). Upon
approval from local labor and security administration department, Party B shall perform
job duties according to schedule (3).

(1) Standard hours: Party B shall work for 8 hours per day, i.c. 40 hours per week.

(2) Total hours: the total working hours per day and per week shall not exceed the
legal limits.

(3) Flexible hours: working hours, vacations and holidays are mutually agreed by
both parties provided that Party B shall finish Party A's assignments.

If parties choose (2) or {3), Party A will obiain approval from [ocal labor and security
administration department.

11. Party A shall protect Party B’s legal rights to rest. During the term of this
Agreement, Party B shall enjoy legal holidays, personal days for visifing relatives,
weddings and funerals, child birth. Party B will have annual paid leave of 20 working
days. A schedule of annual leave is subject to the approval of the Parent Company’s
CEO. Unused annual leave shall be camried over into the following vear; provided, that
such leave can only be accrued up to two vears and aceumulated for 8 maximum of forty

days.
COMPENSATIONS

12, Party A shall decide its compensation policy based on its business features and
profits. Party B’s salary shall be decided based on its employer’s compensation policy,
and Party B's skills and contributions.

3. Under this Agreement, based on Party B's job duties, Party A will pay Party B his
salary in the amount of EMB 1,496.000 per vear (RMB 124,667 per month). Party B’s
bonus shall be as decided by Party A’s Board of Directors and the Parent Company’s
Compensation Committee of its Board of Directors (the “Parent Compensation
Committee™); however, Party B's target bonus will be 30% of his annual salary and the
milestones to achieve this bonus will be as agreed to between Party A’s Board of
Directors, the Parent Compensation Committee and Party B. Such bonus can be paid in
cash, or in stock under the Parent’s 2009 Non-U.5. Based Equity Compensation Plan (the
“Parent Non-U.S. Plan™} if permitted at such time, based on mutual agreement among
Party A’s Board of Directors, the Parent Compensation Commiftee and Party B.




14, Party B’s salary during the probationary period shall be paid in the amount of RMB
1.496.000 per year (RMB 124,667 per month).

15. Party A shall pay Party B his salary in full in cash or through account transfer on or
before 30" day of each month, If payday falls on a holiday or vacation day, Party B will
be paid on the business day immediately prior to such holiday or vacation day.

16. Party A shall record Party B’s salary information, such as payment date, amount,
number of working days, overtime, signatures, etc. and provide Party B with wage slips.

17. Party A shall establish salary adjustment policy. During the term of the Agreement,
Party A will adjust Party B's compensations according to national, provineial and
municipal regulations and based on company’s business conditions and Party B’s job
performance.

SOCIAL SECURITY AND EMPLOYEE BENEFITS

18. In accordance with national, provincial and municipal regulations if applicable. Party
A will pay a variety of social security fees for Party B, such as benefits related to
retirement, unemployment, medical expenses, work related injury and pregnancy, The
portion of social security fees that shall be paid by Party B will be taken out of Party B’s
salary and submitted by Party A,

19, During the term of this Agreement, if Party B becomes sick or suffers injuries
unrelated to job, then Party A shall offer Party B medical benefits and sick pays in
accordance with national, provincial and municipal regulations.

20. Women employees shall enjoy benefits set forth under national, provincial and
municipal regulations during pregnancy, birth, postpartum and abortion.

21. In addition. Party A also offers Party B the following benefits,

(1) Party B will receive an allowances reimbursement of up to RMB 93,500 per quarter
upon presentation of appropriate documentation and receipts to Party A, toward the
following expenses:

- Schooling allowance
- Transportation allowance

{2) Party B will receive a housing allowance of up to RMB 26,000 per month, inclusive
of tax, management fees, government rates, utilities and related charges, for which Party
B shall provide official rental and ather receipts to Party A.

(3) Subject to the approval by the Parent Compensation Conimittee and contingent on
other regulatory and NYSE Amex requirements, Party B shall be granted the following




on or after the Commencement Date under the Parent Nen-U.S. Plan as an employee of
Party A: a warramt (the “Warrant™) to purchase 750,000 shares (the “Warrant Shares™) of
the Parent Company’s Common Stock at a per share purchase price equal to the closing
price of the Common Stock on the date of grant, which shall vest and become exercisable
subject to Party B’s continued employment as to (i) 200,000 shares on each of the first,
second and third one year anniversaries of the Commencement Date and (i1} 50,000
shares in each of the first three years of employment upen the achievement of specified
milestones in each such year, such milestones to be mutually agreed to by Party A's
Board of Directors, the Parent Compensation Committee and Party B on or after the
Commencement Date. The Warrant and the Warrant Shares shall be subject in all
respects o the terms and conditions of the Parent Non-1.5. Plan and applicable law.

(4) Subject to the same approvals and contingencies (except as to vesting) set forth in
section 21(3) and subject in all respects to the terms and conditions of the Parent Non-
LS, Plan and applicable law, Party B will also receive a one time sipning bonus of
10,000 shares (the “Bonus Shares™) of the Parent Company’s Common Stock under the
Parent Non-11.8. Plan, to vest in their entirety upon the expiration of the probationary
period. If either party terminates this Agreement during the probationary peried. the
Bonus Shares will revert back 1o the Parent Company,

(5) If Party A requests that Party B relocate from Shanghai to Beijing, Party B shall also
be entitled to a one-time relocation allowance of up to RMB 136,000, based on receipts
submitted.

(6) Party B's work-related travel and mobile phone expenses will be reimbursed with
valid receipts or inveices, Party B will also be provided with a laptop computer for his
work-related use.

(7) Party B is entitled to participate in any equity plan, profit participation scheme or
similar employee incentive program developed and implemented by the Parent Company
in which PRC subsidiary employees may participate,

(8) Party B is entitled to participate in Party A's benefits plans made generally available
to its employees in the PRC, including medical insurance for Party B's immediate family
members, and he shall also be provided with or reimbursed for the reasonable costs of life
and travel insurance for himself.

AMENDMENT; TERMINATION; AND COMPENSATION

22. I there is any change to the laws, rules or policies that are applicable to this
Agreement, the provisions affected by such laws, rules or policies shall be amended
aceordingly.

23. Both parties may agree to amend certain provisions of this Agreement provided such
amendment shall be in writing.




24. Either party may terminate this Agreement in accordance with Articles 36, 37. 38, 39,
40,41, 42, 43 and 44 of the Labor Contract Law. If Party A terminates this Agreement
for non-cause reasons after the satisfactory completion of the probationary period, Party
B shall continue to get paid for three (3) months of base salary or as required by
applicable law.

25. If either party terminates this Agreement in accordance with Article 46 of the Laber
Contract Law, then Party A shall compensate Party B according to the standard
compensation amount set forth in Article 47 of the Labor Contract Law or other
applicable law,

26. In case Party A terminates this Agreement in viclation of law, (1) if Party B demands
further enforcement of this Agreement, Party A shall continue carrving out its obligations
under this Agreement; or (ii}) if Party B does not demand further enforcement of this
Agreement or this Agreement can no longer be enforced, Party A shall pay Party B twice
the standard compensation amount set forth in Article 47 of the Labor Contract Law. If
Party B terminates this Agreement in violation of law and as a result, Party A suffers
losses, then Party B shall compensate Party A for such losses.

27. Upon termination of the Agreement, Party A shall issue a termination eertificate in
accordance with laws and regulations and transfer Party B's records and social security
relationships within 15 days of the termination date and each party shall refrain from
disparagement of the other,

MISCELLANEOUS

28. A Confidentiality and Non-Compete agreement between two parties is attached as an
appendix to this agreement and shall be deemed a part of this Agreement.

29. Other matters agreed upon by both parties,

{1} Party B represents and warrants that he recognizes that all compensation must be
paid in accordance with all applicable laws, including laws relating to tax and
withholding obligations, and that he is responsible for his own tax obligations as
applicable to him in all applicable jurisdictions.

(2) Party B represents and warrants that he holds a valid residential certificate and work
permit that allow him to reside and work legally in the People’s Republic of China, In
order to maintain Party B’s legal status, Party A will provide due assistance with the
requirement from the appropriate governmental agency in order to maintain or obtain
necessary work visa status.

(3) Party B represents and warrants that he is in good health and knows of no physical or
mental disability which would prevent him from fulfilling his job duties hereunder.
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(4) Party A agrees that., after the satisfactory completion of the probationary period, it
will provide Party B with no less than sixty (60) days™ prior written notice should it desire
to terminate Party B's employment for non-cause reasons, and Party B hereby agrees,
acknowledging that Party A and the Parent Company will be relying upon his expertise,
that should he desire to terminate his employment he will provide Party A and the Parent
Company with no less than sixty (60) days' prior written notice,




(5) Every notice required under this Apreement shall be in writing and shall be deemed
sufficiently given if delivered personally or sent by mail, FedEx or DHL. The date of
notice shall be the date of delivery. Each party shall notify the other party of their change
of address in writing.

(6) This Agreement supersedes the Offer Letter dated August 3, 2010,

30. This Agreement is governed by the laws of the People’s Republic of China, If there
is any dispute arising out of performance of this Agreement, either party may request for
mediation, apply for arbitration or initiate litigation within legally permissible time limits.

31. Any subject that is not set forth in this Agreement or any provision that is in conflict
with pational, provincial or municipal laws or regulations shall be carried out in
accordance with such laws or regulations.

32. This Agreement is prepared in both Chinese and English. In the event of ambiguity or
conflict between the two versions, the Chinese language will control.

33. This Agreement is not effective until it is signed and/or sealed by both parties. This
Agreement will have three copies in original, two of which for Party A, and one of which
for Party B. All three copies have the same legal force,




mﬁ {China), Inc. me' B: lan Zhang

- Seph. 2010 @ﬁwp




Attachment A

CONFIDENTIALITY AND NON-COMPETITION AGREEMENT

Party A: NeoStem (China), Inc.
Address: Room 0423A, Building C, No.6 XiangGangZhong Road, Shinan District,
Qingdao City

Party B: Ian Zhang
[}/ Passport Number:
Address:
Tel:

To protect Party A’s confidential information, in accordance with the laws of People’s
Republic of China, the Parties hereby agree to enter into this Agreement.

1. Confidential Information

Confidential Information in this Agreement includes;

1.1 Company Information. Company Information means any proprietary
information, technical data, trade secrets or know-how, including, but not

limited to, the data, design, model, methads, formula, results, records and
processes in connection with the experiments, and formulas, technical programs,
indicators, standards; clinical procedures, data, records and cases; the method,
model, plan of the research; compilations, inventions and developments,
products. know-how, computer programs and software (whether as source code
or object code), database, development plans, technical report, inspection teport,
drawings and samples, operation manual, technical documentation, hardware
configuration information, vield data, equipment modifications. services,
customer lists and customers , supplier lists, purchasing and sales plans and
channels, partners and their information, markets, pricing, marketing, finances,
human resources, legal affairs, other business informaticn of Party A or its
parent company, NeoStem, Ine. (“Parent Company™) or any of their subsidiaries
or affiliates, disclosed to Party B or obtained by Party B from Party A and/or
any other such party either directly or indirectly in writing, orally or by
drawings o1 observation of parls or equipment, or other related correspondence,
or other confidential information which is marked as “secret”, *confidential” or
obviously have the nature of “confidentiality™ and etc.  Confidential
Information may be a complete sei of plan, documentation or product, and may
also be part of the information or elements of the complete set of plan,
documentation or product. The Parties further understand that Confidential
Information does not inchude any of the foregoing items which has become
publicly known and made generally available through no wrongful act of Party
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B or of others who were under confidentiality obligations as to the item or items
involved.

1.2 Third Party Information. Party B recognize that Party A has received and in
the future will receive from third parties, including Party A’s subsidiaries,
affiliates and partners, their confidential or proprietary information that is
disclosed under a confidentiality agreement between Party A or an affiliate and
the third party. Party B agrees to hold all such third party information in the
strictest confidence and not to disclose it to any person, partnership or
corporation or to use it, unless authorized by Party A, in which case Party B
shall comply with the agreement(s) Party A or the affiliate has entered into with
such third party.

Party B shall indemnify Party A for any losses, claims, damages, awards,
penaliies, or injuries incwrred, including reasonable attorney's fees, which arises
from any third party claim caused by Party B’s breach of this Agreement. In
case labilities of compensation for infringement is assumed by Party A, Party A
has the right to claim compensation from Party B, and such cxpenses and
compensation may be deducted from the Party B’s salaries.

2. Media of Confidential Information

Lad

2.1 All documents. information, photographs, diagrams, notes, reports, letters, faxes,
magnetic tapes, disks, profotypes, apparatus and any other forms of media,
which are containing Confidential Information and held or kept by Party B in
need of histher work, shall be owned by Party A. no matter whether the
Confidential Information is of business value,

2.2 Party B shall retarn Party A all the properties and media containing Confidential
Information upon Party A's request or Party B's dismissal (whatever the reason
is), and shall not reproduce, hold or give the media herein above to any other
person without authorization of Party A.

Maintenance of Confidentiality

3.1 Party B agrees at all times during the term of histher employment and thereafter,
to hold in strictest confidence, and not to use, except authorized by Party A in
writing, or to disclose, publicize, release, impart, transfer, to any person, firm or
corporation (including other employees who are not entitled to know
Confidential Information in accordance with Party A's internal administrations)
without written authorization of Party A, any Confidential Information. Party B
agrees that he/she shall secure and keep such Confidential Information
confidential and shall protect and safeguard the Confidential Information
against any unauthorized use, disclosure, report, transfer or publication with the
highest degree of care;
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3.2 Party B shall not take any Confidential Information out of Party A's office

without written authorization of Party A.

3.3 Except authorized by Party A in writing, Party B shall not inquire, disclose or

discuss the salary, bonus, welfare, option or any other payments to or with any
other persons except for the direct relatives of Party B.

Intellectual Property Rights

4.1

4.2

Disclosure. Party B agrees that Party B will promptly make full written
disclosure to Party A or its designee, and will wransfer to Party A or its designee,
all his‘her right, title, and interest in and to any and all inventions, discoveries,
experimental results, standards, exponents, clinical data, clinical cases,
technology developments, technology improvements, designs, trademarks or
business secrels, processes, copyright works, know-how, any other work’s
information or matter which gives rise or may give rise to any intellectual
property of whatsoever nature, whether or not patentable or registrable under
any law of any country, which Party B may solely or jointly conceive or
develop or reduce Lo practice, or cause to be conceived or developed or reduced
to practice, during the pericd that Parly B is employed by Party A (collectively
referred 1o as "Works").

Intellectual Property Rights. The Parties acknowledge that Party A or its
designee, has the absolute title, right or interest in and to any and all Works
made by Party B (solely or jointly with others) during Party B's employment
period with Party A or within one year after termination of Party B’s
emplovment, and which are the job duties of Party B or the tasks assigned to
him by Party A or its designee, or which are created mainly with the materials
and technical resources of Party A or its designee and under Party A or its
designee's responsibility. Those Works are the "inventions made for hire™ {zhi
wu fa ming)" and "works made for hire (zhi wu zuo pin)" as defined under the
patent and copyright laws of the People’s Republic of China. Party B
understands and agrees that the decision whether or not to commercialize or
market Works is within Party A's sole discretion and for the sole benefit of
Party A. Party B shall put forward written applications if he/she claims for
authorship of the works made by him dwing the period of Party B's
employment with Party A, and Party B is entitled to such works upen written
confirmation of Party A that such works are not Works made for hire (zhi wu
zuo pin). The works made by Party B for which Party B dees not claim will be
regarded as the Works made for hire. In respect of such works of Party B which
are not the Works but related 1o the business of Party A, Party A shall have a
preemptive right to acquire for itself or its nominee all or any part (at Party A's
option) of Party B's rights therein within three (3) months of Party B's
disclosure to Party A of such works.
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4.3 Muaintenance of Records. Parly B agrees to keep and maintain adequate and
current written records of all Works made by Parly B (solely or jointly with
others) during the term of hisfher employment with Party A, The records will
be in the form of notes, sketches, drawings, and any other format. The records
will be available to and remain the sole property of Party A at all times.

4.4 Patent and Copyright Registrations. Party B agrees to assist Party A, or its
designee, at Party A's expense, in every proper way to secure Party A's (or its
designee's) rights in the Works and any copyrights, patents or other intellectual
property rights relating thereto in any and all countries, including the disclosure
to Party A of all pertinent information and data with respect thereto, the
execution of all applications, specifications, oaths, assignments and all other
instruments which Party A shall deem necessary in order to apply for and obtain
such rights and in order to assign and convey to Party A, its successors, assigns,
and nominees the sole and exclusive rights, title and interest in and to such
Works, and any copyrights, patents, mask work rights or other intellectual
property rights relating thereto. Party B further agrees that his’her obligation to
execute or cause to be executed, when it is in his’her power to do so. any such
imstrument or papers shall continue after the termination of this Agreement.

Conflicting Employment. Party B agrees that, during the term of his’her
employment with Party A, Party B will provide full-time services to Party A and will
not accept, provide or engage in, directly or indirectly any other employment,
occupation, consulting or other business activity related to the business in which
Party A is now involved or becomes involved during the term of histher
employment, nor will Party B engage in any other activities that conflict with his‘her
obligations to Party A, Without unanimous written consent from Party A, Party B
shall not acquire any sharcs or interests of other companies which have business
activity related to the business in which Party A is now involved or becomes
involved during the term of his/her employment other than that have been disclosed
to Party A upon the execution of this Agreement.

MNon-competition,

6.1 Party B agrees that during the course of hisfher employment and for a period of
twenty four (24) months immediately following the termination of his/her
relationship with Party A for any reason. whether with or without good cause or
for any or no cause, voluntarily or involuntarily, with or without notice, Party B
will not, without the prior unanimous written consent of Party A, (i) serve as a
partner, employee, consuliant, officer, director, manager, agent, associate,
investor, or otherwise for, (ii) directly or indirectly, own, purchase, organize or
take preparatory steps for the organization of, (iii) build, design, finance,
acquire, lease, operate, manage, Invest in, work or consult for or otherwise
affiliate Party B with. any business, in competition with or otherwise similar to
Party A's business, as stated under Section 5 of this Agreement. The foregoing
covenant shall cover Party B's activities in every pari of the Temitory in which
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6.2

6.3

6.4

Party B may conduct business during the term of such covenant as set forth
above. "Territory” shall mean (a) the People's Republic of China, (b} Taiwan,
(c) Hong Kong, (d) Macao, (e) the United States of America, and (f) ail other
countries and/or regions of the world.

Party B acknowledges that Party B will derive significant value from Party A's
agreement to provide Party B with Confidential Information to enable Party B
to optimize the performance of Party B's duties to Party A. Party B further
acknowledge that Party B's fulfillment of the obligations contained in this
Agreement, including, but not limited to, Party B's obligation neither to disclose
nor to use the Confidential Information other than for Party A's exclusive
benefit and Party B's ohligation not to compete contained in Section 6.1 above,
is necessary to protect the Confidential Information of Parly A and,
consequently, to preserve the value and goodwill of Party A, Party B further
acknowledges the time, geographic and scope limitations of Party B's
obligations under Section 6.1 above are reasonable, especially in light of Party
A's desire 10 protect Confidential Information.

The covenants contained in Section 6.1 above shall be construed as a series of
separate covenants, one for each city, county and state of any geographic area in
the Territory. Except for geographic coverage, each such scparate covenant
shall be deemed identical in terms to the covenant confained in Section 6.1
above. If, in any arbitration or litigation proceeding, the arbitration panel or
court refuses to enforce any of such separate covenants (or any part thereof).
then such unenforceable covenant (or such part) shall be eliminated from this
Agreement to the extent necessary to permit the remaining separate covenants
(or portions thereof) to be enforced. In the event the provisions of Section 6.1
above are deemed to exceed the time, geographic or scope limitations permitted
bv applicable faw, then such provisions shall be reformed to the maximum time,
geographic or scope limitations, as the case may be, then permitted by such law,

Party B further agrees that during the twenty four (24) months after termination
of this Agreement, Party B will be compensated by Party A according to the
laws of People’s Republic of China for the performance of the covenants that
Party B make in this Section 6 of this Agreement. If Party A releases Party B
from obligations under this Section 6, then Party A is not required to make any
payments to Party B,

Returning Party A's Documents. Party B agrees that, at the time of leaving the

employ of Party A, Party B will deliver to Party A (and will not keep in Party B's
possession, recreate or deliver to anyone else) any and all devices, records, data.
notes, reports, proposals, lists, correspondence, specifications, drawings biueprints,
sketches, materials, equipment, other documents or property, or reproductions of any
aforementioned items developed by Party B pursuant to Party B's employment with
Party A or otherwise belonging to Party A, the Parent, any affiliate, or their
successors or assigns. In the event of the termination of Party B's employment, Party
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11,

12.

13,

B agrees to sign and deliver the Termination Certification attached hereto as Exhibit
Al

Liability for Default. In the event that Party B breaches this Agreement and causes
mmy damages of Party A, he/she shall be Lable for such breach and shall pay a
penalty equal to 5 times of the total amount of Compensation to Party A. If such
penalty can not cover all damages and losses actually resulting thereof (including but
not limited to the reasonable fees incurred by Party A for investigating such breach
and identifying the damages and losses), Party B shall compensate Party A for the
actual damages and losses.

Notification of New Employer In the event that Party B leave the employ of Party
A, Party B hereby grant consent to notification by Party A to his'her new employe:
about his/her rights and obligations under this Agreement.

. Solicitation of Employees, Party B agrees that for a period of 24 months

immediately following the termination of his‘her relationship with Party A for any
reason, whether with or without cause, Party B shall not either directly or indirectly
solicit, induce, recruit or encourage any employces of Party A or any of its affiliates
to leave their employment, or take away such employees, or attempt to solicit.
induce, recruit, encourage or take away any such emplovees, eifher for
himselffherself or for any other person or entity.

Representations. Party B agrees (o execute any warranties or verify any proper
document required to carry out the terms of this Agreement. Party B represent that
his'her performance of all the terms of this Agreement will not breach any agreement
to keep in confidence proprietary information acquired by Party B in confidence or
in trust prior 10 his/her employment by Party A. Party B has not entered into, and
Party B agrees he/she will not enter into any oral or written agreement in conflict
herewith.

Arbitration. THE PARTIES AGREE THAT ANY DISPUTE OR
CONTROVERSY ARISING OUT OF, RELATING TO, OR CONCERNING ANY
INTERPRETATION, CONSTRUCTION, PERFORMANCE OR BREACH OF
THIS AGREEMENT, SHALL BE RESOLVED BY FRIENDLY NEGOTIATION,
IF NO SETTLEMENT IS ACHIEVED THROUGH NEGOTIATION, SUCH
DISPUTE CAN BE SUBMITTED TO THE LABOR DISPUTE ARBITRATION
COMMISSION IN THE DOMICILE OF PARTY A.

General Provisions
13.1 Governing Law. This Agreement will be governed by the laws of the People's

Republic of China, without reference to choice of laws or conflict of laws
principles,
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13.2 Entire_Agreement, This Agreement sets forth the entire agreement and
understanding between Party A and Party B relating to the subject matter
herein, supersedes any prior agreement(s) between us regarding the subject
matter herein, and merges all prior discussions between us. No modification of
or amendment to this Agreement, nor any waiver of any rights under this
agreement, will be effective unless in writing signed by the party to be charged.
Any subsequent change or changes in Party B's duties, salary or compensation
will not affect the validity or scope of this Agrecment.

13.3 Severability, If one or more of the provisions in this Agreement are deemed
void by law, then the remaining provisions will continue in full foree and effect.

13.4 Suceessors and Assigns. This Agreement will be binding upon Party B's heirs,
executors, administrators and other legal representatives and will be for the
benefit of Party A, its successors, and its assigns.

13.5 Languages. This Agreement is prepared in both Chinese and English. In the
event of ambiguity or conflict between the two versions, the Chinese languape
will control.
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Party A: NeoStem (China), Ine,
By:

Nam@l\f‘ SC‘“'\_}‘-
Date: ge.@" N wh\e

Party B: lan Zhang

j;fW
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EXHIBIT A
NeoStem (China), Inc,

TERMINATION CERTIFICATION

This is to certify that the undersigned emplovee (the “Employee”) does not have
in his‘her possession, nor have the Emplovee failed to return, any devices, records, data,
notes, reports, proposals, lists, correspondence, specifications, drawings, blueprints,
sketches, materials, equipment, other documents or property, or reproductions of any
aforementioned items belonging to NeoStem (China), Inc., its parent company NeoStem,
Inc., any of their subsidiaries or other affiliates, successors or assigns (together, the
“Company™),

The Employee further certify that he/she has complied with all the terms of the
Confidentiality and Non-Competition Agreement signed by him/her, including the
reporting of any Works, conceived or made by him/her (solely or jointly with others)
covered by that agreement.

The Employee further agrees that, in compliance with the Cenfidentiality and
Non-Competition Agreement, the Employee will preserve as confidential all trade
secrets, confidential knowledge, data or other proprietary information relating to
products, processes, know-how, designs, formulas, developmental or experimental work,
computer programs, data bases, other original works of authorship, customer lists,
business plans, financial information or other subject matter pertaining to any business of
the Company or any of its employees, clients, consultants or licensees,

The Employee further agrees that for 24 months from this date, he/she will not
hire any emplovees of Party A and Party B will not selicit, induce, recruit or encourage

any of Company’s employees to leave their employment.

Ermployee’s Signature:

Type/Print Employee’s Name:

Date:
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AMENDMENT AGREEMENT TO JOINT VENTURE CONTRACT OF
SUZHOU ERYE PHARMACEUTICAL CO., LTD.

This Agreement is executed on May 21, 2010 in Suzhou, PRC and will take eficel
at the same time with the Board Resolution of Suzhou Erye Pharmaceutical Co., Lid
executed on the dame day. This Agreement is written in Chinese, and its English
translation is for the convenience of understanding only and will not have legal force.

The twio parties of this Agreement are;

Party A: Suzhtou Erye Economy & Trade Co,, Ltd.

Repistered Address: Tainan Road, Canglang District, Suzhou

Legal Representative:  Shi Mingsheng  Title: Chairman Nationality: Chinese

Party B: China Biopharmaceuticals Holdinps Inc.
Lega! Address: 101 East 52nd Street, New York, New York
Legal Representative:  Peng Mao  Title: CEO Mationality: Canadian

According to the business development needs of Suzhou Erye Phanmaceutical
Ca., Ltd, (the IV Company™}, it is decided 10 amend the Joint Venture Contract of the
IV Company (“JV Contract™) as follows:

1. The legal address of China Biopharmaceuticals Holdings Inc., a shareholder of
the JV Company, shall be changed to: 420 Lexington Avenue, Suite 450, New Yark,
New York [0170; its legal representative shall be changed to: Robin L. Smith, with
the pesition of Chief Executive Officer and nationality of USA,

T Original language of Avtiele 2 of the IV Contract reads:
“The legal address of the IV Company is at 859 Panxu Road, Canglang District,
Suzhou, Jiangsu Provinee™

Now this article shall be changed to:
“The tegal address of the IV Company is at Anmin Road, Huangdi Town,
Kiangcheng District, Suzhow, Jangsu Provinee, PRCY

3. Original language of Article 7 of the JV Coniract reads:
“The amount of the total investment of the JV Company shall be Renminbi Thirty
Two Million Two Hundred and Forty Thousand yuan (RMB32,240,000)."

mow this article shall be changed 1o:

“The amount of the total investnent of the JV Company shall be Renminbi One
Hundred and  Fifteen  Million and Three  Flundred Thousand  yuan
(RMB115,300,0003.

4, Original language of Article § of the IV Contract reads:
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“The registered capital of the JV Company after the split-off amounts to
EMB16,120,000, The paid-in capital of the JV Company amounis (o
RMDB16,120,000.

I, ‘The registered capital of the JV Company before the split-off amounted to
EMB 20,400,000 has bean futly paid in, in which:

A an amount of RMB10,000,000 was subscribed by the original 38
Chinese individual shareholders upon the estzblishment of the IV Company on June 6,
2003 as & domestic company. Party A became 2 shareholder of the IV Company by
purchasing such amount from the original 38 Chinese individual sharehelders on May
19, 2008,

B. an amount of RMB 10,400,000 was injected by Party B in two
installments 10 increase the investment, respeerively, in Pebruary, 2006 and April,
2006, The total investment of Party B was LS 2,200,000 {equivatent to RME
18,208,300 based on the exchange rate valid at that time), in which RMB10,400,000
is confirmed s registered capital and the rest is reckoned in Capital Surplus - Capital
Premium.

2 After the split-off, as the Subsisting Company, the registered
capital of the JV Company will be reduced from RMB 20,400,000 to RMB
16,120,000, Thereamong, Party A holds registered capital of RMB 7,898,800; and
Party B holds registered capital of RMB 8,221,200, Both parties have fully paid in the
gmount,”

MNow this article shall be changed 1o:

“The registered capital of the IV Company ameunts to RMB46,120,000. The
paid-in capital of the IV Company amounts to RMB46,120,000. The history of capital
coniribution is as follow,

1. The registered capital of the IV Company before the split-off amounted to
BB 20,400,000 has been fully paid in, in which:

A. an amount of RMB 10,000,000 was subscribed by the eriginal 38
Chinese individual shareholders npon the establishment of the JV Company on June 6,
2003 as a domestic company. Party A became a shareholder of the JV Company by
purchasing such amount from the original 38 Chinese individual sharchelders on May
19, 2008,

. an amount of RMB 10,400,000 was iniccied by Party B intwo
installments to increase the investment, respectively, in February, 2006 and April,
2006. The tota! investment of Party B was USD 2,200,000 (equivalen to RMB
18,208,300 based on the exchange rate valid al that time), in which RMB 10,400,000
is confirmed as registered capital and the rest is reckoned in Capital Surplus - Capital
Premium.




2 After the split-off; as the Subsisting Company, the registerad
capital of the I'V Company will be reduced [rom RME 20,400,000 o RMB
16,120,000, Thereamong, Party A holds registered capital of RMB 7,898.800; and
Party B holds registered capital of RMB §,221,200. Both parties have fully paid in the
amount,

3. According to the Board Resolution on May 21, 2010, the amount of RMDB
30,000,000 under the subject of Capital Reserve — Capital Surplus of IV Company
will be transferred to increase its registered capital. After such transfer, the registered
capital of the JV Company shall be incressed to RMB 46,120,000 from the original
amount of RMB 16,120,000 Thereamong, Party A holds registered capital of RMB
22,608,000; and Party B holds registered capital of RMB 23,512,000, Both parties
have fully pald in the amount.”

Execution by Both Parties:

Party Al Suzhou Erye Econo

¥ . b
1epal Represeniaiive or Authorized ; :
M "-n-..“ e
7
f;'?” and on behalf of

W harmaceuticals Haldings Inc.
GH!E Bii Rt B B
Party B:  China Hluptmrmaecuuca!s Holdings Ine,

Legal Renresentative or AuthUPHRr e kma et




Fauity Pladgs Agreement

By and among

The Shareholder of Beijing Ruljieno Blo-Techaology Lid,

Heifing Huifieas Bio-Technalosy Lid,
i

MeoStem (China), Ine.

lﬂtﬁﬂo* 30 |, 2010
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Ennfiy Pledge Apreetasnl

TOUITY PLEDGE AGREEMENT

THIS EQUITY PLEDGE AGREEMENT (hersinafter referred o as “this Agreement”)
is executed by the fallowing parties on [W 401 2010 in Cingdao City, People’s
Republic of China {the “PRO™;

(1) Soic shareheider of Beijing Ruijieso Bio-Technology Lid. (hereinafier as
“Pariy A" or “Pledgar™)

{7y NeaStem (China), Inc. (hercinafter as “Party BY or “Pledgee”)

Registered Address: Room 042354, Building C. No.6 XiangGangZhony Road,
Shinan District, Qingdao City
Lagal Representarive: Sun Ping

(3) Beijing Ruijieas Bio-Technology Lid. (Rereinafter as “Parly " or the
:‘ﬁ’:ompany?‘)

Registered Addiess: Room 2007 20/F, Qingyundangdai Building, No.9
Mantingfangyusn Community, Qingyun Li, Haidian Disirict,
Beijing City

Legal Representative: Sui Jianhoa

(Pledgor, Pledgee and the Company may be collectively called the “Parties™ and
individuatly gs *“Each Party™.)

WHEREAS,

1. The Company is a domestic company incorporated and validly existing ungler PRC
Laws, and 1ts business license No. is T10108011860295;

!\J

The Pledeor, the PRC cinzen. legally holds 100% Equity Interests in the
Company;

3. The Pledgee, as a wholly foreign-owned caterprise, was duly incorporated and
validly existing under the PRC Laws;

4. Party B signed a consigned management and technology service agreement (the

MNome of the | Shareholding _'
a B, Domi §
Sharchoider | Ratlo (%) B adkie e miee ) ]
Sut Haophua | | O
O O | o o




Squiry Pledge Agreement

4.

“Congigned Management and Technology Service Agreement”™) on Uung 2} 1.
2010 with Party C and Party A, and Pany A agrees to pledge all his equities m
Party T to Party B s n guavanty for the performance of the obligations therennder

The Parties signed an exclusive purchase option agreement {the “Exclusive
Purchase Oplion Apreement”) on [juq 312010, and the Partics theveto agee
that Party A shall pledge all his equities in Party C 10 Party B as a guaranty of the
performance of the obligations assumed by Party A and Party C thereumder.

Party A and Party B signed two loan agreements (the “Loan Agreements”) on
respectively June 1, 2009 and December 17, 2009, and the Party A agrees to
pledge alt his equities in Party C © Party B as a guaranty of the performance of
ihe obligations thercunder

NOW THEREFORE, the Parlics, through friendly negotiations, herchy enter into
this Agresment with respect to the equity pladge.

1. Definitions and interpretation

Linless otherwise provided in this Agreement, the following terms shall have the
following meaninps:

1.1PRCY refers to the People’s Republic of Ching, excluding the HongKong
Special Administrative Region, Macao Special Administrative Region and
Tatwan Provines,

12#PRC Laws” refers to all PRC laws, administrative reguletions and
government rules in effect;

1.3“Pledged Tquity” refers to all the equity in the Company as provided in
Article? 1,

1.4*Main Agreements” refers to the Loan Agreement, Consigned Management
and Technology Service Agreement and Exelusive Purchase Option
Agpreement and the Appendixes thereof {if applicable),

i.5“Right of Pledge” refers to the right owned by Lhe Pledges to be first
compensated from the money converted from or the proceeds from the auction
or sale of the Pledged Equity by the Pledgor to the Pledgee in the event of
default of Pledgor and/or Party C, and such right shall cause the Pledgee to be
entitled to the bonus arising from Pledged Equity

1.6*AICB™ refers to the competent Administration Bureau of Industry and
Commerce which is authorized in accordance with PRC Laws to register the

(=]
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Pladged Eguity herdunder:
13 Event of Default” refers o the event as defined in Article B herounder,

| & Business Day" refers i any day except Saniday, Sunday and other public
hnlidays as permitted by PRO Laws:

i Eguity Pledge

2.1 The Parties agree that Pledgor shall pledge all his Equities in the Company o
the Pledgee as a guaranty for the performance of the obligations assumed by
the Pledgor and/or the Company under each of the Main Agreements,

2.2 In case the Pledgor increases the registered capital in the Company during the
term of this Agzreement, such increased capital shall be equally deemed as the
Pledged Equity.

2.3 In case any act condugted by the Pledgor or the Company may cause the Right
of Pledge damaged so as 1o harm the interests of the Pledgee, the Pledgoe is
entitled to require the Pledged Equity o be auetioned ov sold in advance and
the proceeds from such auction or sale shali be used to discharge the debt
secured by the Pledged Equity in advance.

3. Registration of Pledge

3.1 Upon the execution of this Agreement, the Pledgor shall cause the Company to
reentd the Right of Pledge in the register of shaveholders and deliver it with the
comman seal of the Company as well as the original of equity contribution
certificate of the Pledgor to the Pledgee for keeping. Within the term of this
Agreement, Party B shall retum the register of sharcholders and  equity
contribution cerlificate to the Company for modification registration with
AICB, and the Company shall complete lhe modification registration within |0
business davs upon receipt of the register of sharcholders and equity
contribution certificate, and Party A togelher with the Company shall continue
to deliver such modified register of shareholders and equity coniribution
certificate to Party B within 2 business days following the completion of the
aforesnid registration.

3.2 The Parties agree that if AICB accept the registration with respect to the equity
pledge, he will promptly cause the Pledged Equity under this Agreement to be
recorded at AICB. and the Parties confirm that whether the Pledged Equity is
recorded as above or not shall not affect the validity of this Agrcement unless
compulsorily required by PRC Laws,
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13 After the sigming of this Agreement. the Pledgor shall in accovdance with the
Pledgse’s wiftten request which may be made by the Pledgee from time to
time, together with the Pledges, notarized this agreement as well as the register
of shareholders with the recorded Pledged Equity in a notary public office as
destgnated by the Pledgee, and Party A and the Company shall give assisiant
with respeet to the notarization following the defivery of the notice with the
reguest of notarization by Parly B,

4. Represemtations and Warrantes
{4

4.1 Each Party under this Agreement represents and warrants to other Parties that:
{1} it has relevant power, rights and authorizations for the execution hareaf,
and performance of the obligations hereunder;

(2) the execution and performance of this Agresment shall not violate or
conflict with any of the terms and conditions of other agresments signed
hetween the Parties.

4,2 The Pledgor represent and warrant 1o the Fledges that:
(1} he is the lesal owner of the Pledged Equity, and have fulfilled the
oblizations of capifal contribulion in the registered capiial of the Company,
(2) except for the Right of Pledge as setup hereunder, the Pledged Equity 1s not
subject to any pledge, guaranty or other form of encumbrances;
{3) he does not or will not wansfer the Pledged Equity to any third party or
make any agresments, whether oral or written, with respect 1o the transfer of
Pledged Equity.

43The Company agrees to undertake the joint Hability with respect to the
represeniations and warrants made by the Pledgor.

5. {rhligations of Pledgor

5.1 The dividend and bonus arising from the Pledged Eaquity shall be deposited i
an escrow account for the supervision of the Pledgee.

52 Apart from the encumbrance set forth hereunder and under the Exclusive
Purchase Option Agreement, without the Pledgee’s prior written consent, the
Pledgor shall not sell, transfer, mortgage or otherwise dispose of the Pledged
Fauity, nor shail place encumbrances on such Pledged Equity;

5.3 Without the Pledgee’s prior writlen consent, the Pledger shatl not supplement
or amend the articles of association of the Company in any manner, nor shall it
increase or decrease the registered capital or change the shareholding structure
of the Company in any manner,

Ao
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3.4 The Pledgor shall net approve for the resolutions on the dissotution.
liquidation and change of legal form of the Company:

5.5 The Pledaor shall not approve for any Profit Distribution Proposal. nor shall
accept such distribuied dividend without the Pledgec’s prior writien consent;
At the Pledege’s request., it shall promptly approve for the Profit Disteibution
Proposal. and aceept such distributed dividend:

5.6 At the Pledgees request, the Pledgor shall provide the Pledges with all
information regarding the business operation and financial condition of the
Company:

5,7 The Pledgor shall not ineur or succeed to any debts or labilities which may
adversely affect his cquity interests in the Company without the PMedges's
prioT writlen consent;

5.8 The Pledgor shalt appoint, and sppoint only, the candidates nominated by the
Pledgee to be the executive director of the Company, and shall not replace
such candidates without the Pledgee’s prior written consent;

3.9 The Pledgor shall not approve any acquisition of, any consolidation with, ot
any imvestment in any third party without the Pledgee’s prior witicn consent.

5.10The Pledgor shall promptly notify the Pledgee of any pending or threatened
lawsuit, arbitration or administrative dispute which involve the assets,
husiness or incomes of the Company, and take positive measures against
aforesaid lawsuits, arbitralions or administrative dispute;

311 The Pledgor shall not commit any conducts or omissions that may adversely
affect the assets, business operation, the debis and liahilities of the Company
without the Pledgee’s prior writlen consent;

5.12To the extent permitted by the PRC laws and regulations, and al any time
upen Pledgee's request, the Pledgor shall promptly and unconditienally
transfer his equity interests of the Company to Pledges or its designated third
party in aceordance with the Exclusive Purchase Option Agreement,

5.13The Pledgor shall approve for the resolution in respect of the Equity Trans{er
or Assets Transfer herevnder within the extent permitted by the PRC laws;

5.14The Pledgor shall make every efforts to ceuse the Company perform the
obligations of Article 6 hereunder;

5.15The Pledgor shall, to the exient permitted by applicable laws, cause the
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business term of Party O (including the circumstance of change of business
termns} not shorier than that of Party Biincluding the cireumstance of changs of
business ignmsh;

3.16The Pledgor shell stietly comply with the provisions of this Agreement, and
effectively perform its obligations hereunder, and shall be prohibited from
commitling any act or omission which may affect the validity or
enforeeahilty of this Asreement.

5.17The Pledgor hereby anthorizes the Pledgee to exercise all the shareholder’s
rights as the Party €% shareholder within the scope permitied by the PFRC
laws and articles of association of Party C on behalf of the Pledgor, including
the voting right and decision right 1o Party €.

6. Obligations of the Company

6.1 Without the Pledgee’s prior written consens, it shall not supplement ov amend
the articles of association or rules of the Company 1 any maaner, nor shall i
inerease or decrease the regisiered capital or change the shareholding structure
of aforesaid entities in any manner,

6.2 Tt shall prudenily and effectively maintain its busmess operations according to
sood financial and business standards so as 10 maintain or increase the value
ofils asseis;

6.3 Unless as reguired necessary for the business operation of the Company or
upon the prior wrilien consent by Party B . it shall not transter, mortgage or
otherwise dispose of the lawiul rights and interests w and in its assels o
incomes, not shall it encumber it4 assets and income in any way that would
affect the Pledges’s security interests hereunder;

6.4 It shall not incur or succeed to any debis or liabilities unless as required
necessary for the business operation of the Company ot upon the prier written
consent by Party Bl

.5 Without the Pledgee’s prioy written consent, il shall not enter into or muterially
emend any material contract {exceeding RMB100,000 in value), except for the
routing busingss contracts:

6.5 Without the Pledgee’s priar written consent, it shall not provide any loans or
guaranty to any third pary;

6.7 At the Pledgee’s request, it shall provide the Pledgee with all mformation
regarding its business operation and financial cendition;
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6.8 The Company shal! purchase ingurance from insurance companies acceptable
o the Pledges in such mmounrs and of sech kinds as are costomary in the
region among coimpanies doing similer business and having similar assets;

6.9 Without the Pledgee’s prior wiitten consent, it shatl not acqwire ov consolidate
with any third party, nor shall they invest in any third party;

6,101 shall promptly natify the Pledgee of any pending or throatened lawsug,
arbitration or administrative dispute which involve itz assgts, business or
incomes, and take positive measures against aforesaid iawsuits, arbiirations or
aclminisrative dispuie;

6.11Without the Pledgee’s prior written consent, it shall not distribute any
dividends to the Pledgor in any manner, and ot the Pledgee’s request, it shall
promptly distribute all distributable dividends to the Pledgor.

6.12Without the Pledgee’s prior written consent, it shall not commit any uet or
omission that would materially affect its assets, business or liahilites;

7. Exercige of Right of Pledgs

7.1 The Pledgee may exercise the Right of Pledge at any time following the
detivery of Notice of Default as provided in Article 2.2 10 the Fledgor,

7.2 The Pleduee is entitled to be first compensated with the money converted from
or the proceeds from auction or sale of all or part of Pledged Equity m
accordance with legal proceedings unless the Pledgor has duly and completely
performed the obligations under Main Agreements.

7.3 Within the term of this Agresment, [f the Pledged Equity hereunder is
subjected to any compulsory measures impleinented by a court or other
deparirnents due to the Pledgor” failing to repay the debfs which fall due or
violation of PRC Laws or statc policies ete., the Pledgor shail,

(1) notify the Pledgee in written form of such compulsory measures within
three (1) days following its ocourrence,;

(2) use all efforts (including but not imited to provide otler scourity to the
court or other government authovities), in order to dismiss the compulsory
measures taken by the court ar other government authorities over the Fledged
Equity,

7.4 The Pledgor sha!ll not hinder the Pledgee from exercising the Right of Pledge
and shall give necessary assistance so that the Pledgee could realize its Right
af Pledge.
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B, Event of Defaull
3.1 The following events shail be regarded as the Events of Default:
8.1.VAnv Parly bresches any af the representations or warranties bereunder.

8.1 2The Pledgor andior the Company bresche(s] any of the representations or
wanaeties under the Main Agreenents:

8.1 3The Pledgar andfor the Company fail(s) to duly and completely perform
the obligations hereunder;

%.1.4The Pledgor and/or the Company fail(s) to duly and complerely perform
the obligations under the Main Agreements:

8.1.5Any other external borrowing, guaranty, compensation or other |iabilities
of the Pledgor: (1) is required for an early repayment or performance price
to the scheduled date due to any breach by the Pledgor; or (2) is due
but can not he repaid or perform as scheduled, which | at the discretion ol
the Pledgee, has an adverse eifcet on the Pledgor’ ability of performing
ihe obligations under this Agresment:

8.1.6The properiies owned by Pledgor have significant adverse chunges, which,
at the discretion of Pledgee, has an adverse effect on Pledgor’s ability of
perforning the obligations under this Agresment;

2.2 Unless the Pledgor takes the action o Pledzee’s satisfaction to remedy the
defaults as listed in Article 8.1 hereof, the Pledgee may give a writien notice
about default (“Motice of Default™) to the Pledger when such default occurs or
at any time thereafter,

%, Taxes and Expenses
0.1 The Parties shall pay, in accordance with relevant PRC laws and regulations,

their respective taxes and expenses arising from the execution and performance
of this Agreement.

10, Assigement

10,1 The Pledgor shall not transfer part or all of the nights and obligations under
this Agreement without prior written consent. from the Pledgee.

10.2To the extent being permitted by law, the Pledgee shall have {he tight to
transfer any or all of its rights and obligations under this Agreement to any




Lguity Pledge Loreomant

third party upon a six (6) —day writien notice to the Pledgor or the Company
witheut iis approvat,

i1, Effectiveness Modificasion and Canesiiation

{1.1This Agreement shall be executed on the date set forth in the first page and
shail become effective an the day on which the Pledged Equity is recorded on
ihe register of the sharshoiders.

11.2The madification of this Agreement shall not be effective without wrilien
agreement through negotation. 1 the Parties could not reach an agreement,
this Agreement remaing effective,

11.3This Agresment shall not be discharged or canceled withowt written agreement
through negotistion.

12, Confidentislity

12.1Any information, documents, data and all other matenals (herein “Confidential
Information™ arising out of the negotiation, signing, and implement of this
Agreement, shall be kept in sirict confidence by the Partiss, Without the
written approval by the other Partics, any Party shall not disclose to any third
party any Confidential Information, but {he following circumstances shall be
excluded:

2. The materials that is known by the Public (but not include the materials
disclosed by gach Parly recciving the Confidential Information);

b, The materials reguired to be disclosed subject to the appliceble Taws o the
rules or provisions of stock exchange; or

c.  The materials disclosed by each Party to #s legal or financial consultant
relating the transaction of this Agreement, and this legal or financial
consultant shall comply with the confidentiality set forth in this Section.
The disclosure of the Confidential lnformation by staff’ or employed
institution of any Party shall be decmed as the disclosure of such
Confidential Information by such Party, and such Panty shall bear the
liabifities for breaching the confract.

12.2 This Clause shall survive whatever this Agreement is invalid, amended,
revoked, temminated or unable to implement by any reason,

13. Foree Majeure

13.1 An event of force majeure means an event that could not be foreseen, and
could rot be avoided and overcome, which includes among other things, but
without limitation, scts of nature (such as earthquake, flood or fire),

@
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government acty, sirikes or viols;

=
b

Lf an event of Farce majeure nccurs, any of the Parties who is prevented from
performing its obligations under this Agroement by an event of force majeurs
shall natify the other Parties without delay and within fifteen (15) days of the
event provide detailed information about and notarized documents evidencing
the event and take appropriate means o minimize or remove the negative
effects of force majeure on the other Partics, and shall not assume lhe
tiahilities for breaching this Agreement. The Partics shall keep on performing
this Agreement after the event of force majewre disappears.

b4, Apsileable Law and Dlsputs Resalution

141 The execation, validity, construing and performance of this Agreement and the
disputes resolution under this Agreement shall be govered by the laws and
regulations of the PRC.

{4.2The Parties shall sirive to setile any dispute arlsing from or in connestion with
this Agreement through fiiendly consultation. In ¢ase no seitlement can be
reached through consultation within thirly (30} days affer such dispute 15
vaiged, each Party can submit such matter to Qingdao Arbitration Commission
for erbilration in accordance with its rules. The arbitration sward shall be final
conclusive and binding upen the Parties.

14.3During the process of dispute-resolution, the Parties shall continue to perform
ather terms ender this Agreement, sxcept for provisions subject 1o the dispute
resolation.

15, Miscellaneous
15.1 Entire Agreement
The Parties acknowladge that this Agreement constitutes the eative agreement
of the Parties with respect to the subject matters therein and supersedes and
replaces all prior or contemporsneous oral or wrillen agreements and
understandings.

152 Successor

This Agreement shall bind and benefit the successor of each Party and the
transferce permitted hereunder with the same rights and obligations as if the
omginal parties hereof.

153 Notice

Ay notice required to be given or delivered to the Parties hereunder shall he
in writing and delivered to the address as indicated helow or such other address
ar as such parfy may designate, in writing, from time to time. All notices shetl
be deemed to have been given or delivered upon by personal delivery, fax and

]
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registered mail, It shail be deemed to be delivered upon: (1) registerad air matk:
5 husiness days after deposit in the mail: (2) personai delivery or defivery by
fax: the next business day after wansmission. If the notice is delivered by fax, i
should be confirmed by original fthroveh tegistered air mail or personal
delivery.

Party 4

Contact person: Sut Janhua

Contacl Address: Room 2072, Suite 2, Building 6. Tong Da Yuan.
Hui Long Guan, Changping District, Beijing, 102208

Tel: 13811728520

Frax:

Party B

Contact person: Sun Ping

Contact  Address: Room 04254, Building . Nab
XiangGangZhong Road, Shinan Distriet, Qingdao City

Tel  0533-BO09BG0

Pax:  DS32-8090950

Party T

Contact person: Sui Jianhua

Contact Address: Rooam 202, Suite 2, Building 6, Tong [a Yuan.
Hui Long Guan, Changping Distriet, Beijing, 102208

Tel: 13811728320

Fax:

15.4This Agreement is executed in three (3) originals with each Party holding one
original, and each of 1he originats shall be equally valid and authentic.

1 5.6Whenever the consent of the Pledgee is required under this Apreement, such
consent shall not be effective unless such consent is also provided by either the

sole shareholder, ar the Bxecutive Director, of the Pledgee.

(Mo contents below)
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I WITHESS WHEREOF, each party has caused this Agreement io he executed
and delivered a5 of the date first above written.

Party A: The Sharcholder of Beijing Ruijiean Bio-Techuology Ltd. ("Pledgor™)

Mame of the Signature '

Ehareholder

i i 4
| Sui Hanhua \%ﬂ/“f
i g .

i

Party B: NeoStem (Chinal. lnc. (#Pledgee™ (Company Seal)

——

Legal Representative: Sun Ping™> 7
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EXCLUSIVE PURCHASE OPTION AGREEMENT
by aisd among
NEGSTEM (CHENA}, INC,
BRIJING RUIIIEAD BIO-TECHNOLOGY LTD.
and

THE SHAREHOLDER OF BEIJING RUIJIEAQ BIO-
TECHNOLOGY LTD.

(w2 12010
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RYCLLSEYE PURCHASE OPTHIN AGREZRMEINT

This Exclusive Option Furchase Agresmient {the “Agreament™ s exseured by the
inliowing navties on Hpeg ;'Li‘:‘ PO i Cingdao City. the Peante’s Republic of Chine,

{1} MesStens {China), b {*Pariy &7
Registerad Address: Roon (4254, Building C, No.6 angGangZhang Road. Shitug
District, Qiagdeo City

Legal ioprosentative: Sun Ping

[

pa—

Refjtng Hulliesa BieTechnology Lad. (*Party B}

Repistered Address: Room 2007 20/F, Qingyundangdai Building, Mo.g
Mantingfangyuan Community, Qingyun Li, Haidian District,
Beijing City

Legal representasive: Fu Wenyuan

{3) Sole Shereholder of Beifing Raijieas Ble-Technalogy Lid: ( the *Sharshelder™)

TN 5 T - | TR
Ir Hame of Sale Shzreholding I Card No. ! Domiclle
!
E
i
, BEES

Sherchobder Retlo (%) Gzl

Sul Janhus e

Party A, Party B, and the Sharsholder are hereinafter fiom tme o dme, collectively,
ceferred 10 as the “Parties”, and each of them is hereinafier from time to time referred o
as a “Party”. The equity irterests in Party B held by the Shareholder now existing or
hereafter acquired is hereinafter from time Lo time referred to as the “Haulty Interests”
ar “Eeuley”,

WHEREAS:

1. Party A, a whaolly forcign-owned cnterprise incorporaied under the laws of the
People’s Republic of China (the "PRC™), which engages the research & developmeant,
transfer and technological consultation service of biotech technology, regenerative
medical lechnology end anti-aging technology (excluding the development or
application of human stem cell, gene diagnesis and treatment technolngies);
consultation of economic information; import, export and sales of machines and
equipments (the import and export do not involve the goods specifically stipulated
in‘by state-operated trade, import & export quota license, export quota bidding, expost
permit, ete.) { The aforesaid business scope should be operated with relevant permits if
such permits are required).

b

Party B, as a domestic limited liability company, incorporated under PRC laws in
Beijing, and licensed by Beijing Administration for Industry and Commerce, i
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gL 10 echingingy developmsnt, sachmaology iranstar, eehimoltsy wonsuhlation ang
technalogy surioe.

As of the date of this Agreement, the pereentage owaership of the Equity Inierogls i
Bary B held by the Sharehelder shall be set fordh as doses ihed slhove,

4, Te seeure the performance of the obligations assumed by Party # and the Shareholder
under this Agresment, the Sharcholder agrees io pledge all is equity in Pariy B o Party
A, and has execited Equity Pledge Agreement on [ Jud 2] 1 2010 with respect thersto
{he “Fouity Pledge sgreestent’).

NG, THERZFORE, the Paties thiough mutual negotiations Rereby enter iate ihis
Agreement with respect of the exclusive purchase option right:

1. THE GRANT AND EXZRCISE OF PURCHASE OFTION

| The Sharsholder hersby irrevocably grants to Parly A an exclusive puichase
right at any fime, or designate any third parly 1w purchase all or part of the
Shareholder' Equity Inferests in Party B, provided permiited under the PRC
laws and regulations and Parly B agrees (o such grani by the Sharcholder 1o
Party A. Apart from Party A or any third party designated by Paity A, no e
person shall have the right to purchase such Equity Intevesis. The Shareholder
shal] transfer his Equity Interests in Party B 1o Party A provided Party A selects
o prrchase the Shareholder® Eguity Interasts,

Party B hereby irrevocably grants i Party A an exclusive purchase onuon, at

1.2 any time to acquire all or a substantial pant of Party B’z assets, provided
permitted under the PRC laws and regulations and the Shareholder agrees Lo
such grant by Party B to Party A

For the purpose of this Agreement, a “third party” or @ “person” may be &
1.3 npatural persen, company, partnership, enferprise, rust agency o other non-
sorporaie entity.

14 To the exient permirted under the PRC laws and regulatons, Parity A shall
determine at any time and at its own option to exercise such exclusive right o
(i} purchase the Equity Interesis as provided in Section |.] by written notice 10
the applicable Sharcholder(s) specifying the amount of equily to be purchased
and the identity of the purchaser (hereinafier referred to as “Equity Trarsier”)
or (ii) purchase all or substantially all of Party B's assets as provided in Section
1.2 (hereinafter refewred to as “Assefs Transfer”) by written notice to Party B
(each an “Exercise Motice"). Each Exercise Notice shall be signed by sither the
sole shareholder, or the Executive Director, of Party A,

1.5  Within thirty (30) days of the receipt of the Exercise notice, the applicable
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Sharehaiger and Party [ shall exconis @ sharefasscl Wansier sgresmeant ang ek
documents {oollectively, the '

iy

Crnnsfer Dasnicentt’) necessary lo effect [he
respective (rangler of cquity of asseid (o Party A (op any eligible party
desipnated by Pariv A), and shall imeonaitionally assist Party A to obiain sl
approvals, permits, registrations, filings and other procedures neeessiry o wifeet
the Bauity or Asseis Transfer,

Unless otherwise reguived under the PRC laws and vegulations, the transnciion

price for the Bauity Transfer ov the Assets Transfer hereunder, as applicable,
shall be the lowest price permitted under the PRC laws and regulations.

The consideration after ox payment {the “Consideration of Equity Translfer™)
obtajned by the Shareholder from Equity Transfer in Party B hereunder shat! be
used 10 satisly their repayment obiigations under the Loan Transfer Agreement
(the “Loan") dated &z of |jW-£ 2 J. 2010, signed by and among, Party A, Fo
Wenyuan and the Shareholder (the “Loan Transfer Agresment”);

The consideration after tx payment (khe “Opnsideestion of Assets Transfer’’) by
the Farty B, if as applicable, from Assets Transfer hereunder shail be allocated
to the Sharehalder, to the largest exient as permitied by PRC laws and
regulations, through profit allocasion: proposal and fulfifl their payment
obligations under the Loan Agreament. and Party B shall give full cogperation!

And if the Consideration of Equity Transter or Assets Transfer is higher then
the total principal under the Losn Transfer Agreement due to the ragquirement by
the epplicable law o any other reasons, the excess shall be desmed as loan
interests and/or utilizing fees of the Loan undes the Loan Transfer Agreement 10
the largest extent being pesmitted by PRC Laws, and be paid to Party A by the
Sharcholder together with loan principal,

REFRESENTATIONS AND WARRANTIES

2.1 Bach Party hereto represents to the other Parties that: (1) it has all the necessary

Hehts, powers and authorizations to enter imo this Agreement and perform iis
duties and obligations hereunder; and (2) the execulion o perfonmance of this
Agreement shall not violate or conflict with the terms of any other contracis or
agreements to which it 15 a party.

2.2 The Shareholder hersby represents to Party A that: (1) the Shareholder is the

legally tegistersd shareholder of party B and has paid full amount af registered
capital in Party B as required 1o be contributed by the Shareholder under the PRC
taws and resulations; (2except for the Equity Pledge Agreement executed among
the Parties. the Shaveholder has not created any other mortgage. pledge, secured
interests or other form of debt liabilities over the Equity Interests held by the
Shareholder: and (3) the Shareholder has not wansfer to any (hird party (and
entered into any agresment in respect of) such Equity terests
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= 3 Party 1 hereto raprosenis w Party A that ©1) It s & inted liakibity corapany duly

3, OBLIGATIGME OF PaRTY B ARNGALL 81

regigiered snd validly cxisting under (he FRC faws end rogulations; med (2 its
huginess operaiiens are in camplisnee with applicable tavs and regulations of ihe
FRC i ol malerial respooes,

ARERGT R

The Barties further agree as follows:

3.1 Before Party A has acquived all the equity/assets of Paity B by exercising the

b

o

il

purehess eption provided hevevnder. Party B:

without Party A's prior written consent, shall ot supplement or amend he
artictes of association or rles of Paity B (0 any manner, nor shall it inctrease
or decrease the regisiered capital o change the sharcholding siructure of
aforesaid entities in any manner;

shall prudently and effectively maintain its business operations sgcording 1o
gnad financial and business standaids 5o a3 o maintain or increase the value
of 163 aggeis,

shall not Gansfer, morpage or otherwise dispose of the lawful rights and
interests to and in ily assets or incomes, nov shall it encumber ity assets and
income in any way fhat would affect Parly A's sscurity interesis unless as
required necessary for the business operstion of Party B or upon prior weitien
congent oy Party A

shall pot neur or succeed o any debis or labilities without Party A's prior
writien consent;

withoul Party A°s prior writien consent, shall not enter inte or materially
amend any matetial contract (exceeding RVRB 100,000 in value) except for
the rouling bisiness coniracis;

without Party A's prior written consent, shall pot provide any loans o
guaranty 10 any third party,

at Party A's request, it shail provide Party A with all information regarding
Party Bs business operation and financial condition;

shall purchase insurance from insurance companies aceepiable to Party A in
such amounts and of such kinds as are customary in the region among
eorapanies doing stimilar business and having similar assets;

without Party A’s prior written consent, shail not acquire or consolidate with
any third party. nor shall they invest in any third party;

e
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M

shall prompily soify Peny A ol my pending o threstened bvesnii,
aibitration or adminisietive dispuie which tivelve Peiy [37s aeseis, business
or tneemes, and talke positive measires dgaingt dforegaid loweuitn, whiationy
ar sdmintsrative dispule;

without Fasty A75 prior written consent, shall ot distribute any dividends to
the Shareholder in any manner, and, ot Farty A°s requesi. shall prompily
distribute all diaiributable dividends to the Shercholder of Party Bt

without Parly A's prior written consent, shall not commit any act 07 omission
that would materially affect Party 37y assets, business or Habilities:

at Party A's reguest, shall promptly and uncenditionally wansfer iy assets 10
Party A or it designated third party as permited by PRC laws and
regulations;

shatl strectly comply with the provisions of this Agreemneni, and effectively
perform its obligations hersunder, and shall be probibited from committing
any act or omission which may atfect the validity or enforceability of this
A gresinent.

3.2 Before Party A has scquired ail the equity/assers of Party B by exercising the
purchase opiion provided herennder, the Sharsholder:

apart from relevant provisions i each of the Bguity Pledgs Agresments,
withous Party A's prior written consent, shall not transfer, sell, mortgage of
otherwise dispose of the Bquity Interests in Party B; nor shall the Sharcholder
places encumbrances on the Bquity Interesis that would affect Party A's
interest hereunder and thereunder;

withoul Party A's prior written consent, shall not supplement or amend the
articles of associstion or wies of Party B in any manner, nor shall it increase
or decresse its registered capital or change the shareholding structure in any
manner;

withour Party A's prior wrilten consent, shall not approve for the resolutions
on the digsolution, Hguidation and change of legal form of Party B;

shall not appreve for any Profit Distribution Proposal, nor shall accept such
distributed dividend without Party A's written consent, At Party A's vequest
he shall promptly approve for the Profit Distribution Proposal, and scoept
such distributed dividend.

at Party A's request, shall provide Party A with all information regarding
Party B's business operation and financial condition,
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L. shall
affent Hs Bguity interests in Party B without Faty A7 prior witien consent:

srot nour or sucseed so any dubie o Habilitles which gy adversely

1=

shalt appoing, and appoint only, the candidates nominated 5y Party A 1o be the
sxeculive divector of Party B, and shall net replace such candidates withost
Parby ATg priov wilien Consen

oY shall mol spprove any acguisition of, any consolidation with, or any
investiment in any thivd party without Party A's prioe wyillen GOmsci.

i shali promptly notify Party A of any pending or theeatened lawsu it,
arbitration or administrative dispule which involve Party B's assets, business
or incomes, and take positive measures against aforesaid lawsults, athitrations
or administrative dispute;

withaut Party A’s prior writien consent, shall not commit any act or ainission
that would materially affect Party B’s assets, business or liabilities:

| -

k. 1o the extent permitied by the PRC laws and regulations, and at any time upon
Pariy A's request, shall promptly and unconditionally trangter their Boguiny
interesis in Party B fo Party A or a thivd party designated by Farny A

I8 shall approve for the resoiution in respect of the Equity Transfer or Asscls
Transter hersunder within the extent permitted by the PRC laws;

m.  shall make every cfforts 1o cause Parly B perform the obligations of Section
3.1 hereunder; and

n. shail strictly comply with the provisions of this Agrecment, and cffectively
perform its obligations hereundey, and shall be prohibited from commitiing
any act or omission which may affect the validity or enforceability of this
Agregment.

3.3 The Shareholder shall, to the extent permitted by applicable laws, cause Parly
B's operational term (including the circumstance of change of business ferms) 1o
be extended to equal the operational term of Party A (including the circumstance
of change of business terms).

4, CGUARANTY OF THIS AGREEMENT
4.1 To secure the performance of the obligations assumed by the Shareholder and

Party B hereunder, the Parties agree to execule the Equity Pledge Agreement with
respect thereto,
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5.1 The Padties shall pay. in scoordance with relevans PRO laws and regulations, @i

regpeciive taxes arising from Bguity o Assets ansfor snd relaied regisiration
fopmalities and other charees during the trinsactions contemplated herein amd
thereln.

ASEBRGMRENT OF AGRELMENT

6.1 Pty B and the Shareholder shall net wansfer the Sharcholder's rights and

obligations under this Agresment to any third party withoul the priar writien
consent of Parfy AL

&2 'The Shareholder and Pariy B agree that Party A shall have the right to transfer any

or all of its rights and obligations under this Agreement to any third party upon a
six(6)-day writien totice o the Shareholder and Party B without approval by the
Shareholder and Party B

EVENTS OF DEFAULT

7.1 Any viclation of eny provision hereof, incomplets performance of eny olsligaton

provided hereunder, any misrepresentation made hereunder, maienal concealment
or omission of any material fact or failure to perform any covapants provided
hereunder by any Party shall constituie an event of defauli. The defauliing Pary
shall aceume all the legal Hlabilities pursuant to the applicable PRC laws and
regulations.

7.2 In the event of default by Party B or the Shareholder, Panty A shall be entitied to

exevcise the Pledgen’s right under the Equity Pledge Agreement in the event that
Party B and Sharcholder commit 2n event of default and fail to redress such
default within sixty (60) business days upon receipt of written notification from
Party A,

EFFRCTIVEMESS, MODIFICATION AND CANCELLATION
8.1 This Agreement shall be effective upon the execufion hereof by all Parties hereto.

87 The modification of this Agreement shall not be effestive without wiitien

agreement through negotiation. If the Parties could not reach an agreement, this
Agreement remains effective.

#.3 This Agreement shall not be discharged or canceled without written agreement

fhrough negofiation, provided Party A may, by giving & thirly (30} days prior
natice to the other Parties hereto, terminate this Agreement.

CONFIDENTIALITY

&
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information”) arising cut of the nepotimtion. sigeing, and implement of
Asresmen, shall be kept in strict sonfidence by the Perties. Without fhe wiiten
approval hy the other Porties, ony Zarty shalt not disclose to any third party any
relevant miaterials. but the flkowing clrcumstances shebl be exclodad:

The materizlé taat is kopown by she Pubdic (but not include the matsrialy
diselosed by each Perly recsiving (he materials);

The materials vequired io be disclosed subject Lo the applicable laws or the
rules o provisions of stock exchange, o

The materisls disclosed by cach Party to its tegal or financial consulbiant
relaiing the trznsaction of this Agreement, and this legal or financial
consultant shall comply with the confideatiality set forth in this Section. The
disclosure of the confidemial materials by staff or employved institution of any
Party shajl be deemed as the disciosure of such materials by such Party, and
sinch Party shat] bear the babilittes for breaching the contract,

9.2 |F(his Agrocement is termingted or becomes invalid o unanforeenlle, the validity

and enforceabibity of Article 9 shall not he affected o inpaived.

B FORCE MAJEURE

10.1 An svent of force majeurs means an svent that could net be foresesn, and could

not be avoided and overcome, which includes among other things, but without
limitation, zcte of natore (such ag earthquake, flood or five), government acts,
sirikes o riols;

2 1f an event of force majeure occurs, any of the Parties who is prevented from

performing its obligations under this Agreement by an event of force majeurs
shall notify the other Parties without delay and within fifteen (13) days of the
svent provide detailed information about and notarized documents evidencing
the event and take appropriate means to minimize or remove the negative ellocts
of foree majeurs on the other Parties, and shall not assume the liabilities for
breaching this Agreement, The Parties shall keep on performing this Agreement
after the event ol force majeure disappears.

i1 APPLICABLE LAW AND DISPUTE RESOLUTION

11.1 Applicable Law

The execution, validity, construing and performance of this Agreement and the
disputes resolution under this Agreement shall be governed by the laws and
regulations of the PRC.

-k




[ 1.2 Drspoie Resoludion

Ay dispute arising out of or in connection with fhis Agreement shall be resslved
through amicable consuliations between all the Parties, 1 the Parties cannot reach
gt agreemeni onthe esolution of such dispute within thirty (30} days aficr he
aeewrence of such dispuie, any Party may submit such dispuie 1o Qingdao
Avhination Commission Tor abitation. The whitiation award shall be final s
hinding oo the Pariies.

12 MEBCELLANEGUS

P2.0 Hntire Agresment

The Parties acknowledge that this Agreement constitutes the entire agreement of
the Parties with respect o the subject matters therein and supersedes and replaces
all prior or contemporaneous oval or wiitten agreements and understandings.

F2.2  Successor

This Agreement shalf bind and benefit the successor of cach Party and the
rapsferee permitied hereunder with the same sights and obligations as if the
original pavies heveof

2.3 MNotice

Anly notice required o be given or deliversd to the Parties horeunder shall be i3l
writing and delivered to the address as indicated below or such other address or as
such parly may designate, in writing, from time to fime, Al notices shall be
deemed to have been given or delivered upon by personal delivery, fax and
regigiered mail, Tt shall be deemed to be delivered upon: (1) registered air mail: 5
business days after deposit in the mail; (2) personal delivery: the next business
day after transmission, If the notice is delivered by fax, it should be confinned by
ariginal through registered air mail or personal delivery.

Party A

Contact person: Sut Ping

Contacl Address: Room 04254, Building C, No.6 XimpgGangZhong
Road, Shinan District, Qingdao City

Tel: 05332-80909800

Fax: 0332-80906801

Party B

Contact persont: Sui Banhua

Contact Address: Room 202, Suite 2, Building 6, Tong Da Yuan, Hui
Long Guan, Changping Distict, Beljing, 102208




Hueftislve Prrehase Uothen Agragnigne

Tel: 13811728308

Fan,

Tire Bherehaider: Sul Danhoa

Crantact Address: Ream 202, Suite 2, Building & Tong DeYoan, Hu
f.ong Guan, Changping District, Beljing, 102208

Tel: 13801728329

fFax:

|24 Copies

This Agreement is oxecuted in three (3) originals with each of the person far
sioning this Agresment holding one original. and each of the originals shall be
gqually valid and suthentic,

12.5Whenever the conseni of Party A is required under this Agresment, such consent
shall not be effective unless such consent is alse provided by cither the sole
sharcholder, or the Exceutive Director, or Party A.

(Mo contents below)
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BWTTMESS TR T, e pariles herecPhave caused this Agreoment o i TH
cxecnied snd debivared e of thes daie first written shove,

Pacty for NMesBfes {Ohfual, e (Seel]

Legal Representative: St Fin%%‘_”___"

Party % Reljing Reijless Bio Teeknatogy Lid, {Seal]

Legal Representative Fu Wenyoan

Sharchoider of Beijing Rufjicee Big-Technofogy Lid.

Mame of the = I
Sharcholder “_J"_ Sighshure
Sl Hanhug i q,




Consigned Miansgraent and Teehimology Service Agreengent

v g drong

Bieifing Ruliiess Bic-Techralogy Lid.

MzaStem (China}, Ine.

atred

The Shareholder of Beijing Ruijieno Bio-Technology Lid,

| Jusg 2] 12010

Exhibit 10.6
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Covsigned Manageraent and Toehaclegy Beuvies Agreement

Phis Consigned dManagement unl Teckinology Service Agrecment (“this A greement™)
is eatered Into on jW\! 2] b4
foblowing Parties:

i Dinedan Uity FROD by oand bebween ihe

(1) Beijing Rubficao Bio-Technology Ltd. (“Party A7), a domestic funded Jimited
liability company duly incorporated in Beijing, whose legal address i Eonm
007 HE Oingyendangdal Building, Ned  Mantingfangyoan Community,
Qingyun Li, Haidien Sistrict, Beijing,

(2) MeaStem (Chims), Ine. (“Pary B™. 2 wholly foreign owned enierpnse duly
incorporated in Qingdao City, whose registered address is Room (42354, Building

2, No.6 XiangGangZhong Road, Shinan Digtrict, Qingdaa City.

(3) Sole sharehoider of Baijing Ruljiecse Bic-Technology Led. (the “Shareholder™)

Mame of the | Sharehelding

» D CardNo, | et
Shereholder | Ratio (%) | ' werdle. | i

Bud fianhua 0

(Farty A, Party B and the Shareholder are referred 10 collectively in this agreement as
the “Parties™ or “the Farties™ . and individually as “a Party™ or “each Pariy™.)

WHEREAS:

(1) Party A’s business scope is as follows: technology development, technology
transfor, fechnology consultation and technology service;

(2) Party B's business scope is the research & development, transfer and
technological consultation service of biotech technology, regenerative mexdical
technology and anti-aging technology (excluding the development or application
of human stem cell, pere diagnosis and treaunent technologizs): consultation of
econoinic information; impart, export and sales of machines and eguipments (the
import and export do not involve the goods specifically stipulated infby
state-operated trade, import & export quota license, export quota bidding, export
permit, ete.} (The aforesaid business scope should be operated with relevant
permits if such permits are required),

(3) The Parties agvee that, Party A consigns Party B to manage all its business and
human resources, etc., and engages Party B to provide technology services such
as the update and maintenance of internal software and hardware, technology

IR S
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s and fmelvalogy supprt

() The Shaeebobder Folds 10059 of edpuiy intereste of Parky A

WOV THEREFORTE the Partiag heveby dgree drough fiiendly negotintion ag follovws:
Artlela T Sefiafiion

L] PR enfers to the People’s Republic of China, for the purpose of this Agvechien,
excluding the Hong Kong Special  Administrative Region, Matao Spacial
Adminietrative Region and Tatwan Provinge:

L2 “FRC Laws” refers to all PRC Taws, administrative regulations and government
rules in effec;

| 3 RMB" refers to the legal currency within the PR

1.4 “Party & Steff” refers to the senlor management siall of Party A and the menager
of each plant;

1.5 “Consigned Managemeni and Technology Service Fee” or “Cansideration® refers
to the consideration as definad in Article 3.1 and paid to Party B by Party A,

Krtiete 7 Contents of Consigned Manegement and Technology Services
2.1 Conteats of Constgned Management Scrvices
2.1.1 Businsss Management Services

2.1.1.1 Target

Provide services on management and staff training s¢ 2s 1o eshance the
professional management and eveniually promote economic achievement of
Party A

Z.1.1.2 Contents

(1) Training to Party A Staff

A. Latest bintsch industey knowiedge training

B. Related operating methods and skills training

C. Preserve and maintenance of equipments training
D. Managenient prineipals and skills training

{2) Business Management

A, Procedure management

B Operation and technology management
C. Equipment managemant

D, Field management

Ty




Consignse Manpenncs and e

o Cruplbey mans gement
T Raies and Marketing management

O Revvigs managemaent
0.2 Advortising and Trevelopmeant Servicey
2% Target

Improve the economic benefiss of the Company, ensure the healthy developnient
of the Campany, mprove the fame of the Company, establish the image of the
Company, wain the good reputaticn, contribute lo the public welfare. and expand
the popularity of the Company:

2.1.2.2 Contents of Service

{1} Advertising Services

A, Products planning

B. Price planning

E. Sales planmng

F. aadverdising planning

{1 Marketing plsmning.

H. Promotion planning

L. Publie relation planning

1. Brand planning

K. Corporate image planning

(2} Development Services

A, Conduct rasearch on the market and provide suggestions on the selection
of location and layout of new businesses;

B. Conduct research on the impressions of customers, and provide
suggestions for perfection of customer services in accordance with the
results of that research.

. Conduct research on the potential cooperative partners, and provide
suggestions for business expansion and cooperation development in
acoordance with the results of that research.

2.1.3 Human Resources Management Services
2.1.3.1 Target: Achieve the proper distribution of human resources, maintain the
stability of e management team, and stimulaie the employees (o

positively work so as (o increase the economic achievement.

2.1.3.2 Contents of Service




i) Recosunend and numinate e candidaics of seaky managetient salt of
Payty A, and Darty A shall sppeint sueh eindidates in accordance with the
3 H

FadjiiiEment of e positon,

i

§ Facilitate to perfect the arganizational siagtus 1o mprove ihie eifoots of

the management;

(3} Establish the labor management system for Party A, naluding, But without
Bmitatin, emplowcnt policies, training, systems of leaves and vocahions
svartiine working, resignation, demissicn ant ot

(4} Complete the omployees™ salary sysiem insluding s senior managemon
stalt;

{3Y Facilitale to complate the working cffectivenass dysessment gysiem of the
employess and perfect the salary incentive sysisn;

(6) Provide raining of tahor manzgement in the huniar resources genartment
af Party Al

(73 Provide consultancy services to Party A in retation to the labor policies and
sncial iserance;

(8] Facilitaie Pariy A to standardize the management of human resources and

establishment of velated system

214 Tnternal Controd Services

Party B shall assist Party A to esteblish internal controb system and provide ihe
proper suggestions on the following systems:

(1) Rules for stamp usage

{2) Rules for receipts and checks

(3} Rules of hudgeting management
{4} Assets management systam

{5y Quality management sysigm

{6} Authorization and agency system

1.1 Contents of Technology Services

2.2.1 Select, purchase and update the proper software in accordance with practical
requitements of Party A with respect fo human resources and business
management, ete., and conduct training on the use of such software, and provide
relevant consulting services,

2.2.2 Aseist with other related systems and software in aceordance with the specific
requirements of Party &, and the relative costs shall be bore by Party A,

2.2.3 If necessary, seek gualified network service companies to provide sErvices Lo
Party A with respect to its application for the domain pame and design of
wehsite, assist Party A in communicatien with the network service company on
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maters relazing ‘o dhe domain nene dad websiie.

o
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L odusier with the computers. servier s other fReilities 1w gogordance witn Ihe

raguirements of Party A

2,35 Wiake perodic maintenance and necessary update on hardwane faciiities i
zopnrdanae with the reguirements of Farty &

2.2.6 Conduet technelogy waining of the technica) employees of Barty A.

(1} Conduct training to Party A for the operation of technologies with regard to
latest bio-lechnologies, rogenerative medical technologies, anti-sging
{echnoiopies, gic.

12) Conduct taming o Party A with regard to research and development of
relevant technotogies,

(3) Swengthen the training of Party A's siaff’ lo use new apparatus and
equipments, quickly apply the new equipments ints research and operation,
and imprave the capacity and efficiency.

227 In the event of occurrence of technical problems of Party A, Party B shail
designate relevant staff to porform on-site research for assisting Party A o
resolve such problems i necessary,

228 Party B shall be the sole and exclusive owner of all rights, tifle, interests and
intellectual property rights arising fiom the performance of this Agreement
(including but not limited to, any copyrights, patent, know-how, commercial
seorets and otherwise), regardless developed independently by Party B or by
Party A based on Pavty B’s intellectual praperty or by Party B based on Party A's
intellectual progerty. Party A shall not claim against Party B on any nghts,
ownership, interests or intellectual property.

[f such development is conducted on the basis of Party As mtelectual property,
Party A shall ensure that such intellectual property is clear and free from any lien
ar encumbtance or license, or Party A shall indemnify Parly B any and all
damages incurred thereby. In case Party B shall be liable to any third party by
reason thereof, Party B shall be compensated in full by Party A as long as Party
B has compensated the third party,

Article 3 Consigned Management and Technology Service Fee
3.1 Party A shall pay the Consigned Management and Technology Service Fee, equal

to 51-00 % of its total annual after-tax profit on a yearly basis as the Consideration of
services provided Party B as set forth in Article 2 hereunder.

(1]
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ar'y Consivned Masagement and Technnlogy

: Y .y : i
Servics Fes before sach calendar day of Doconber 357

1.3 Whereas the daily business operations of Party A shail bewr a material immpaas on
ite capacity to miake the pavinents due to Paity B, the Sharsholders of Party & jointly
agree that they will immediately and unconditionally pay or transfey o Fasty B oy
hemus, dividends or any other inewmes or benefits (regardloss of the forms) obtained
from Party A uy the shareholders of Party A &l the time whon such pavables oceur At
provide all netessary documents or take ait necessary aeions required by Party B o
eealize such payment or ansfer

3.4 Party B shall be entitled to vequest Party A in wetbing 1o adjust the Consideration
in sccordance with the gquantity and quality of the consigned services. The Pariies
shall positively negotiate with each other in respect of the Consigped Management
and Technology Service Fee, and Party A shall agree with such adjustment.

Axticie 4 Warranties aad Underiakings by Party A

4.0 Within the term of this Agreement. Party B shall be the eniity exclusively
consigned by Party A to srovide the services as set forth in Article 2 heveunder, and
Barty A shall nat consign any other entities to provide to Party A any services same as
a1 sirpilar with those services provided fn Article 2 hereunder.

4.2 Without the prior written consent by Paviy B, Party A shall not ehange its business
fargel.

4.3 Without the prior writien consent by Party B, Party A shall not change its riles and
policies regarding the business operation, management, human resources and finance,

4.4 Without the prior written consent by Party B, Party A shall not change its infernal
ennfrol systom.

4.5 Without the prier written consent by Party B, Party A shall not change its nkernal
organization

4.6 Withont the prior written consent by Party B, Party A shall not replace any senior
management staff tiself,

4,7 Party A shall provide Party B information regarding the business operation,
menagement and finance of Party A,

48 Party A shall promptiy and proactively notfy Party B of any matiers that
adversely affect Party A,




Consdgned dmsiatect sue be

40 Pary A oshall give ) coopémion 0 Faty B oand provide assistance and

o vEnienics o Party 13 for ity on-site worlang, swa shali nat hinder Party 8 to RFOVIGE

sorvipey wa ael fovth i A rtiels B hereandar

410 Party & shail promptly make full peyment of Coasigned Managemeni and
Fechnalogy Service Fee fo Farty B in aceordancs with the provisions hercunder.

4.1 ' Without the prior written censent by Farty 3, Party A shall not take any actor
that would matesialiy affect Party B's vights amd interests hereunder

frttele 8 Weprante sud Lindertalings by Pacty B

5.1 Party B shall 1ake advantage of its capacity and resources (o provide the services
as stiputated in Articls 2 heveunder

5.2 Party B shall timely adjust and improve the services in accardance with the
praciical vegquest from Party A,

5.3 In the event that Party B proposes lo provide services to any other entities engaged
in similar business as Party A, it shall give prior notise to Party A and strietly keep the

sonfidential infarmation obtained during the course of providing services to Paity &

5.4 Party B shall accept any reasonzble suggestions from Party A during the course of
providing services to Party A,

Anticle 5 Cusranty for this Agreenrent

6.1 To secure the performance of the obligations assumed by Farty A liereunder,
Sharcholder agree 1o pledge all their equity interests in Party A to Party B, and the
Parties agree to execute the Equity Pledge Agreement with respect thereto

Article 7 Taves and Kxpenses

7.1 The Parties shail pay, in accordance with relevant PRC laws and regulations, their
respective laxes and fess arising from the execution and performance of this
Agrezment.

Articte 8 Assignment of the Agreement

8.1 Party A shall not transfer part or all its rights and obligations under this Agreament
to any third party without the prior writlen consent of Party B.

8.2 The Parties agree that Party B shall be entitled fo transfer, at ite awn discretion,
any or all of ifs rights and obligations under this Agreement 1o any third party upimn a
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s (B day wetiben notioa by Facly A
Aartiote & Lialility of Sreank

01 Pavte A fils to dhuly pay the Consigaed Managament and Techuolngy Hervigs
Fee in aceordance with the provisions of Axficle 5 hersunder, then Party A shell pay
the Tiguidated damage per day equal to 2.03% of the sopsid Considiration which falls
due; if any delay of payment amounts to sixiy (60} days, then Puty B shall be autithod
W exercise Lhe nght of pledge ander the Equity Pledge Apgreeneat.

9.2 if Party A violates its representations and warranties hereunder and fails 1o redress
such viclation within sixty (60} days upon receipt of writien notice from Perty B,
Party B shall be entited to swercizs the right of pledge under the Fquity Pledge
Agresment

9.3 [f Party B is in non-performance, or incomplete performance of this Agreement, o
is otherwise in default of any of its vepresenations and warrantics hereunder, Party &
shall be entftled 1o vequest Party B to redress its default,

apteie 10 Effect, Modificaiion zad Canceliation

10.1 This Agreement shall take effect on the day of execution hereof, and ihe walid
term hereof shall be expired upon the day of completion of the acquisition of all or the
substantial part of assets or the equity of Parly A by Party B or ifs designated tird
pariy.

10.2 The modification of this Agreement shall not be effective without written
apreement of the Parties through negotiation If the Paties eould not veach an
agresment, this Agrecment remains effective.

10.3 This Agreement shall not be discharged ov canceled without written agreement af
the Parfies through negoliation, provided Pariy B may, by giving a thity {30)-day
prior notice to the other Parties herelo, terminate this Agraement

articte 11 Confideniiality

11,1 Any information, decuments, data and all other materials (hevein “Canfidential
Information™ arising out of the negotiation, signing, content and implementing of this
Agreement, shall be kept in stnet confidentiality by the Parties, Withou! the written
approval by the other Parties, nonc of the Parties shall disclose to any third party any
confidential information, but the following shall not be considered lo be "confidential
information™;

(1) The materials that are known by the general public (but not include the
materials disclosed by a Party receiving the materials in breach of this Agresment),




) 'The wmateriols ruguired (o be disclosed subject 1o the sppliceble laws ot the

rlen ar provis

{5y The

sng 0f say stoek eechanys: or

ateviais disclosed by sach Pty o ats iugal ov feancisl consultenls
relating the iransacion; uader this Agresmeni, srovided the logal or Groscizl
consultants shail camply with the confidentiality set fenth m this Seetion. Tne
diselosure of the Cenfidential fnfarmation by staff or employed instinution ol any
Party shall be deemed as the disclosure of Cen fidential Information by sueh Paily, and

el Party shall bear the lishilities for breaching the contract.
L =

11.2 1¥ this Agreement is terminated or becomes invalid nr unenibrceable, the validity
and enforceahility of Article 11 shall not be gifected oy impaired.

Avritele 12 Tercs Majeurs

12.1 “Force Majeure” refers to any event that could not be foreseen, and could not be
avoided and overcome, which includes among other things, but without limitation,
acts of nature (such as earthguake, Aood av fire), governmental acts, zirikes or riots.

12.2 if an event of force majeure occurs, any of the Parties who is prevented from
performing its obfigations under this Agreement by an eveni of foree majeurs shall
notify the ather Party without detay and within fifteen (15) days of the event provide
detailed infotmation aboul and notarized documenis evidencing the event and take
appropriate meuns w minimize ov remove the negative effects of force majeure on the
ofher Parties, and shall not assume the liabilities for bieaching this Agresment The
Parties shall kesp on performing this Apgreement afier the event af force majeurs
disappears.

Axtiele 13 Governing Law and Dispute Hesojution

13.]1 The effectivencss, interpretation, implementation and dispute-resolution related
to this Agreement shall be governed under the PRC Laws.

13.2 Any dispute arsing out of this Agreement shall be resolved by the Paries
through friendly negotiation, If the Parties could not reach an agreement within thirty
(30 days since the dispute is brought forward, each Party may submit the dispute to
Qingdao  Arbitration Commuission for arbitration under its applicable mles, The
arbitration award should be final and binding upon the Parties.

13.3 During the process of dispute-vesolution, the Parties shall continue to perform
other terms under this Agreement, except for provisions subject to dispute resolution.

Articke [4 Miseelianeans

14.1 The Partics acknowledpe that this Agreement constitutes the entive agreement of

Lk




Vansigned Mstmmenienl und Gl

the Parties with respoct o ke senjen i e
PEIRT G GO HOTEManuE oral or WoiTen BEnes iy and undersia
4.3 This Agreement shall bind e heneflt the secoossor ofF o Aty ana the

fransferes permitted hereunder with the seme dighis and obligations as it gurh
il party hareod,

sucogssin ar ronsiEres Wl 4

143 Any dntfes raguined to be giver or delivered 1o ihe Farties heremder soali b i
weriting and delivered to the addvess as indicated below or such other sddiress o ag
such party may destgnate, in writing, from time to ime, All notices ghatl be desmed (0
have heen gived oy detivered upon by personal delivery, fax and registered mail. it
shall be deemed to be delivered upon: (1) registered gir mailt five (5] businesy dpys
after deposit in the mail; (2) pevsonal delivery and fax: ihe pext business day atier
transmission. [f the notice is delivered by fax, it should be cunfirmed by original
through registered ai mail or personal delivery:

Bargy A3

Contact person: Sui Janhua

Contact Address: Room 202, Suite 2, Building 6, Tong Da Yuan, Hw

Eong Guan, Changping District, Beijing, 02208
Tal: 13811728320
Fax:

Porgy B

Clontact person: Sun Fing

Contacl Address: Room (4254, Building C, No. 6 Hong Kong Zhong
Foad, Shinan Districy, Qingdao

Tl 532-80909800

Fax: 532-20000801

The Sharcholder: Sul Jianhus

Conlact Address: Room 202, Suite 2, Building 6, Tong Da Yuan, Hw
Long Guan, Changping District, Befjing, 102208

Tel, 13811728329

Fan:

14.4 This Agreement is exacuted in three (3) oviginals with each Party holding one
original, and each of the originals shall be equaliy valid and authentic.

14.5 Whenaver the consent of Party B is required under this Agreement, such consent
shall not be effective unless such consen: is alse provided by either the sole

shareholder, or the Exesutive Director, of Party B.

(Mo contents below)

i
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Fartien herefo have chugea e Agresment o

i 'h::;h'.:l.;.li;l:;\; Hetwties ."‘.1,'4.&.'.":1&‘:’4

sxecuted snd delivered us of the date sl wiilon above,

T gl
Party &: Heffing Ruiftese Ble-Vookpology Lid. (Commpardsénly .
. S o

Lepet Representative: Fa Wemynan

Signakume:

'r

&

isrmngianm

Party B: WeoStem {Chtdea), ine {Compeny Seal)

The Sharebolder of Beijlng Rutiieac Bis-Yechnatogy Led.

Legel Representative:

i3

e
Signammm R

ol

Hame of the
Sharehofder

Signature

Suh Jianhiea

2




Viebg Lavan Transte:
i Oinigdan, Shing, iy and among
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foogn Tremeter Awresmant

ol

S g piteren TG G0 ::j‘mrL p1l i

Agpnmrsant {0ais T4

5y NeoStern (Chins), fue, C(rersinafinr rafeerad sy the “Lesder™;
Lawal Represcntative: Sun Fing
Domicile; Roow 04354, Building O Mo & Hong Xong Zhong Road,
Shinan District, Gingdao
(Zy  Saie Sharebolder of Beljing Raifieas Wio-Veclinalogy Lid. {hevaiuatier
a4 the “Loan Traagieror™):
i FMameof Sofe | Sherehalding 21
B s Dianaiofle :
. Sharchofder | Ratbo (%) | . . .. O
i ; i Mo, 27 Shandabet Road i
Fu Wenyaan |Gy 1 i e ].,, s et
e e i e i GO District, Hopan LY |

The L

asthe ™

ard

Sef fianfus (Bevehaiior vafersed as Flonn Transfpes”
(13 cand Bo
Dionnicile:

nder, Loan Teansteror and Loan Transferee hereinafrer individually referred 1o
Party”, and collesiivel ¥ a5 the “Frotdes”

Wherers:

{1

—
o
et

{3}

The Laan Transforor and the Lender execuled two Loan Apgresments on
respectively June |, 2009 and December 17, 2009, according o which the
Lender Dhas provided an interest-fres loan iy 4 lotal amount af BB
1200000 o the Lomn Transforer {hereinafior referred oo as “Loan
Agresments”, which are attached hereto as Appendix Ij;

The Losn Transferor and the Loan Transferee execuied an Bquity Transfer
Agreement on [Juas 2] 1, 2010, according to which the Loan Transferoy
agrees Lo trausfer the 100% eguity interest it held in Beijing Ruijicas Bio-
Technology Co., Lt to the Loan Transferse and the Loan Transferge
agrees to pay RMB 1,200,000 as consideration. The consideration shall e
paid in the way that the Loan Transleror transfers alb its debt under the
Loan Agreements against the Lender o the Loan Transferee,

Rased on the abave (1) and (2), the Loan Transteror intends to Wransfer ali
its debi against the Leuder under the Loan Agreements to the Loan
‘Fransferee and therely renders the Loan Transferee o become the borrower
under the Loan Agreements (hereinafier referred to as “Eoan Transter”)
and the Lender agrees the Loan Transler.

Exhibit 10.7




Lowh Ve nafes farsoniend

oM
FAd

furber clanty the rights and ohligeneas aw
are e Losn Transferes afien '

vhmulby e fhe Pavties reachad

A presment

.

P The Pastier ggres it all the debt assumed by he Losn Transtgror o the
Lender uder the foan Agrcomonis shall be mansfered o thg Loan
Pransferee and the Loan Yropsferes shall become the bovrower wnder he
[oan Apresments.

| 2 The wansferred debit undes this Agreement shall inslude all the deble under
the T.oan Ausreements that avé not diseharged by ihe Loan Transfenor

Uadertskings of the Logn Transieres

31 The Loan Transferee underiakes hat it has fully acknowledged and
confirmed @] the debt that the Loan Trsferer assumed under the Loan
Agreements, it is willing to assume ail the righis and obligations of the Loan
Franferer under the Loan Agresments end it theveby becomes the hormower
urdar the Loaa A groements

22 Any other agreements or creditor’s right and debi obligation betwesn the
Losn Transferes and the Loan Tramsferor andfor any ather third poties are
ot related to this Agreement Upon the sffectiveness of this Agreement, the
Loan Trangferee shall pot refuse w perform this Agreement by the sicuses
thal any other agreemeats o creditor™s right and debt obligation bebween the
Loan Transferce the the Loan Transfesor and/or any other fhird parties e
invalic, revolked o termnated,

2.3 The Loan Transferee shall not refuse w parform the obligetions under this
Agreement by the sxcuses of any fault or negligence of the Loan Transferor.

Modigs

All notices or other communications required to be given by any Party hereunder
shall be in weiting in Chinese and shall be defivered by hand, mail or facsimile
transmission 1o the ether Parties et the following addresses or such other
addresses ag notified o it fromn time to time. Al the notices or oiher
communications shall be deemed 1o have been dudy given: [a) on the date of
delivery, if delivered by hand; (b) on the thind day following the delivery of the
registered mail, posiage prepaid (ss indicated by the post mark), o on the segnnd
day afier the mail 15 delivered to an intemationally acceplable courier service, if
delivered by mail; and (¢) at such tme as shown on the frausmission sheey, if
delivered hy faesimile transmission.

Bender: MeoStem (Thing), Inc,

Adidress: Roam 04254, Building O, Moo 6 Honp Kong Zhong Road, Shinan
District, Qingdao

Fax:  G532-50900807




Lamge Tegavfue Adresnianl

£

s Treagferor: Fi Wanylan
sddrage Mo 27 Shan D Bovth Reag, Lickens Sigiiet, Jeen

s Cempsfares: Sul Hanhug
Address Houm 207, Suike 7 Building 4. Tong S Y, Fen Lehe Tuse,
Changmag Distiicn, Beliing, 102208

The Parios ackoowledge and conflrm thet sny oval or weites malorials
sxchanged betwesn the Farties p coobection with this Agrecmend siiai]l be
sonfidential information and the Parties shall keep it secret. None of the Parties
shall disclose to any thivd party any of such coufideatial information without ihe
niher Parties' wiitten consent. This obligation shall not apply w0 the exteat
information so acquired which: {2) it or becomes part of the publie domain
{through no fault of the receiving Party); (b} is requbred to disclose rozording 1o
applicable laws or regulations, ov the rutes of the stock exchange, ol by the
pelgvant competent suthortes; or {o) is nécesiary o discloge by any Party to its
divectar and management (i applicable), employes, agent, legal or aceounting
advigor fn eonnection with this Agrecment provided such person shall also
comply with fhe obligations of confidentiality similar (o this provision, The
disclosure of any personnel or engaged sgent of a Party shall be deemed as the
diselosure of such Party for which sach Party shall take the liabilities of breach
aceording to this Agreement. This provision shall survive the termination af this
Agresment for any reason.

Cloverping Law and Satlement of Blspute

5.1 The execution, validity, interoretation, performance and the setilement of
disputes under this Agresment shall be governed by the PR laws.

5.2 Any dispute arising out of or in connection with this Agreement shall he
vesolved (hrough amicable consultaions between all the Parfies. I the
Parties cannot reech an agrecinent on the resolution of such dispuie withiv
thirty (30) days afler the occurrence of such dispute, any Parly may subrif
such dispute lo Oingdan Arbitration Commission for arbitretion.  The
arhitration award shall be final and binding on the Parties,

Flizeellapsoys

6.1 This Agresment will come into effeet upon execution of the Parties and
remain valid wotil the Partics have completed the performance of their
shligations vnder this Agresment,

6.2 In the evem that this Agreement is held invalid, iliegal or unenforceable in
any uspocts under any laws or regulstions, the Loav Transferor shall continue
lo perform its obligations in accordance with the Loan Agresinents.




sennentalail e widien in 40
boamel Farny sl nold aee
authonks.

ma This Agreament may be supplemented o amended by o woilien agrsemen
hetwenn the Payetes oo, Tl wnencment sad suppiomentery agrecmont o
fhis Agresment shall constitste o intemai port bereof and b equatly
gatheniie with Bres Agresment.

603 The Loans Transferor and the Loan Transferse shall nod assign s nghts and
ollizations under this Apreemont te sy Bird pasty withous the prior wriiten
consent from the Lender, The Lender may, at the fime deemed as necessary,
wssign is rights and obligations wader this Agreement. The Lender shali enly
send o owritien notice o0 the Loan Travstoror and the Leun Transferes upon
such assignment, asd is a0l sequived o obiain the consent of the Loan
Translerar mad the Loan Transfuee with respest to sueh assighment.

B.6 If any one or more provisions of this Agreement are heid invalid, ilegal or
unentoreeable moany vespeet ander any laws or regelations, the validity,
legality ot eaforceability of the vemainder of this Agresment shail in o way
be affested or impaiced thereby, The Parties shall negotiare in good faith 1o
agrea on o lawful and most setisfaciory replacement, so as i proservs the
original economic affeets of those invalid, ilegal ov unenforceable provisions
45 much a3 possible.

(NO CONTENTS BELOW)
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I OWITRESS WHEREDF, this Agresmient hen besp oxecis By dhe Authorine
rspreseniaiive of the Leader, dhe Loan Transferor and the the Loan Tranafarss ws of
ihie date frat written gbove

(%), Free (0T clal Bedd)

faaebers WeaSies

rlg__._E:- "—’(""'"—n._l

__ AT A 3 e b
Signourery ﬁlﬁ"--ﬂlﬁl’;‘“‘-wzﬂ‘ B

Mama: Budting

Pogition: Legal Reprasentative
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Signature: 4; i
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VOTING AND LOCK UP AGREEMENT

VOTING AND LOCK UP AGREEMENT dated September |, 2010 (the “Lock Up
Agreement™) by and between NEOSTEM, INC., a Delaware corporation (the "Parent™), and the
individuals or entities listed on Schedule A annexed hereto {collectively, the “Inside
Stockholders™ and each individually, a “Inside Stockholder™).

RECITALS

WIHEREAS, Progenitor Cell Therapy, LLC (the "Company"), Parent and a wholly owned
subsidiary of Parent (“Subco™), intend to enter into an Agreement and Plan of Merger (as
amended from time to time, the “Merger Agreement™ pursuant to which the Company, will be
merged with and into Subco with the Company continuing as the surviving company and as a
direct wholly owned subsidiary of Parent {the “Merger™);

WHEREAS. the Inside Stockholders are executive officers and/or directors or affiliates
of executive officers or directors of the Parent, who in that capacity ave fully familiar with the
terms of the Merger and the Merger Agreement, the terms of which have been substantially
agreed upon, and are the record and beneficial owners of certain shares common stock, par value
$0.001 per share, of the Parent (the “Shares"); and

WHEREAS, to induce the Company to enter into the Merger Agreement, Parent needs to
demonstrate sharcholder support for the Merger, and so desires that sach of the Inside
Stockholders agree, and each of the Inside Stockholders is willing to agree, to enter into this
Lock Up Agreement,

NOW, THEREFORE, in consideration of the foregoing and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the Parent and
each of the Inside Stockholders, intending to be legally bound, hereby agree as follows:

i Cerrain Defimitions. For purposes of this Lock Up Agreement:

(a) “Beneficially Own™ or “Beneficial Ownership” with respect to any
securities mesns having “beneficial ownership™ of such securities as
determined pursuant to Rule 13d-3 under the Securities Dxchange Act of
1934, as amended (the “Exchange Acf™), including pursuant to any
agreement, arrangement or understanding, whether or not in writing.
Without duplicative counting of the same securities by the same holder,
securities DBeneficially Owned by a Person shall include securities
Beneficially Owned by all other Persons with whom such Person would
constitute a “group” within the meaning of Section 13(d)3) of the Exchangs
Act,

by “Person” means any individual, corporation, partnership, limited liability
company, joint venture, association, joint stock company, trust (including
any beneficiary thereof), unincorporated organization or government or any
agency or political subdivision thereof.

FaBITAL
OHGT2010 150297071
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2 Disclosure. Each of the Inside Stockholders hereby agrees to permit the Parent to
publish and disclose in the Parent's Proxy Statement, and any press release or other disclosure
document which Parent reasonably determines 1o be necessary or desirable in connection with
the Merger and any transactions related thereto, each Inside Stockholder's identity and ownership
of the Shares and the nature of each Inside Stockholder's commitments, arrangements and
understandings under this Lock Up Agreement.

3 Vating of Shares,

{a) Each of the Inside Stockholders hereby consents to the Parent’s execution
and delivery of the Merger Agreement and the taking of all actions by the Parent to effect the

Merger,

(b}  Each of the Inside Stockholders hereby agrees that, during the period
commencing on the date hereof and continuing until the first to oceur of (x) the effective time of
the Merger or (y) the taking by the Board of Directors of the Parent of any action permitted
under the Merger Agreement properly to terminate the Merger Agreement in accordance with its
terms or (z) November 20. 2010 (the first to occur being the "Termination Date™), at any meeting
of the stockholders of Parent, however celled, or in ¢connection with any written consent of the
holders of the shares of the Parent's Common Stock, he shall vote (or cause to be voted) the
Shares held of record or Beneficially Owned by the Inside Stockholder, whether now owned or
hereafter acquired in favor of approval of the Merger, adoption of the Merger Agreement,
issuance of the merger consideration to the members of the Company and any other actions
required in furtherance thereof and hereof,

4, Covenants, Representations and Warranties each Inside Stockholder. Each of the
Inside Stockholders hereby scverally represents and warrants (with respect to such Inside
Stockholder only and his Shares, and not with respect to each other Inside Stockholder) to, and
agress until the Termination Date with, the Parent as follows;

(a)  Awhorization. Such Inside Stockholder has the legal capacity, power and
authority to enter inte and perform all of such Inside Stockholder's
obligations under this Lock Up Agreement. The execution, delivery and
performance of this Lock Up Agreement by such Inside Stockholder will not
viclate any other agreement to which such Inside Stockholder is & party
including, without limitation, any veting trust, trust or similar agreement.
This Lock Up Agreement has been duly and validly executed and delivered
by such Inside Stockholder and constitutes a valid and binding agreement
enforceable against such Inside Stockholder in accordance with its terms,
There is no beneficiary or holder of & voting trust certificate or other interest
of any trust of which such Inside Stockholder is a trustee whose consent is
required for the execution and delivery of this Lock Up Agreement or the
consummation by such Inside Stockholder of the wansactions contemplated
hereby. If such Inside Stockholder is married and such Inside Stockholder's
Shares constitute community property, this Lock Up Agreement has been
duly auvthorized, executed and delivered by, and constitutes a valid and
binding agreement of, such Inside Stockholder's spouse, enforceable against
zuch person in accordance with its terms,

o




(b)  No Conflicis, (1) Except as may be required under Section 13 of the
Exchange Act, no filing with, and no permit. authorizatien, consent or
approval of, any state or federal public body or authonity is necessary for the
execution of this Lock Up Agreement by such Inside Stockholder and the
conswmmation by such Inside Stockholder of the transactions contemplated
hereby and (ii) none of the execution and delivery of this Lock Up
Agreement by such Inside Stockholder, the conswmmation by such Inside
Stockholder of the transactions contemplated hereby or compliance by such
Inside Stockholder with any of the provisions hereof shall (A) conflict with
or result in any breach of the organizational documents of such Inside
Stockholder (if' applicable), (B) result in a violation or bieach of, or
constitute (with or without notice or lapse of time or both) a defauit (or pive
tise to any third party right of termination, canceliation, material
modification or acceleration) under any of the lerms, conditions or
provisions of any note, bond, mortgage, indenmure, license, contract,
commitment, arrangement, understanding, agreement or other instrument or
obligation of any kind to which such Inside Stockholder is a panly or by
which such Inside Stockholder or any of its propertics or assets may be
bound, or (C) violate any order, writ injunction, decree, judgment, order,
statute, rule or regulation applicable 1o such Inside Stockholder or any of its
properties or assets,

(c)  Reswriction on Transfer; Proxies and Now-fnterference. Al any lime
during the period (the "Lock-Up Period") from the date hereof until the
Termination Date, such Inside Stockholder shall not, directly or indirectly,
(i) except for a Permitted Transicr (as defined below), offer for sale, sell,
transfer, tender, pledge, encumber, assign or otherwise dispose of, or enter
into any contraet, optien or other arrangement or understanding with respect
to of consent to the offer for sale, sale, transfer. tender. pledge,
encumbrance, assignment or other disposition of, any or all of any such
Inside Stockholder's Shares, or any interest therein, whether such shares are
held by such Inside Stockholder as of the date hereof or are acquired by such
Inside Stockholder from and after the date hereof, whether in connection
with the Merger or otherwise, (together with the Shares, the "Lock-Up
Shares"), (i) except as contemplated by this Lock Up Agreement, grant any
proxies or powers of aitorney, deposit any Shares into a voting trust or enter
inte & Lock Up Agreement with respect to the Lock-Up Shares, or {iif) take
any action that would make any representation or warranty of such Inside
Stockholder contained herein untrue or incorrect or have the effect of
preventing or disabling such Inside Stockholder from performing such Inside
Stockholder's obligations under this Lock Up Agresment,

(d)  Rellance by the Comparny. Such Inside Stockhelder understands and
acknowledges that the Company will enter into the Merger Agreement in
reliance upon such Inside Stockholder's execution and delivery of this Lock
Up Agreement,




()  Permitted Transfor. Notwithstanding the foregoing or any other provision
of this Agreement to the contrary, eny Inside Stockholder may sell or
transfer any Shares to any Inside Stockholder or any other Person who
executes and delivers 10 the Parent an agreement, in form and substance
acceptable to Parent, to be bound by the tarms of this Agreement to the same
extent as the transferring Inside Stockholder (any such transfer, a “Permitied

Transfer™).
A, Stayr Tramsfer Legend

(a)  Each of the Inside Stockholders agrees and covenants to the Parent that
such Inside Stockholder shall not request that the Parent register the transfer
(book-entry or otherwise) of any certificate representing any of such Inside
Stockholder's Shares, unless such transfer is made in compliance with this
Lock Up Agresment.

(b)  Without limiting the covenants set forth in paragraph (a) above, in the
event of a stock dividend or distribution, or any change in Shares by reason
of any stock dividend, split-up, recapitalization, combination, exchange of
shares or the like. the tern “Shares™ shall be deemed to refer to and include
any and all shares into which ar for which any or all of the Shares may be
changed or exchanged.

B, Further Assurances. From time 1o thne umtil the expiration of the Lock-Up
Period, at the Parent’s request and without further consideration, each Inside Stockholder shall
execute and deliver such additional documents and take all such further lawful action as may be
necessary or desirable to consummate and make effective. in the most expeditious manner
practicable, the transactions contemplated by this Lock Up Agreement.

7. Stockholder Capacity. 1f any Inside Stockholder is ar becomes during the tern
hereof a director or an officer of the Parent, such Inside Stockholder makes no agreement or
understanding herein in his capacity as such director or officer. Each of the Inside Stockholders
signs solely in his or her capacity as the record and Beneficial Owner of the Inside Stockholder's
Shares,

8 Termivation. Excepl as otherwise provided herein, the covenants and apreements
contained herein with respect to the Shares shall terminate upon the Termination Date regardless
of the circumstances.

g, Miscellaneous.

(a) Lntire Agreement, This Lock Up Agreement constitutes the entire
agreement among the parties with respect 1o the subject matier hereof and
supersedes all other prior agreements and understandings, both written and
oral, between the parties with respect to the subject matter hereof.

by  Certain Everis. Subject to Sections 4(d) and (f) hereof, each of the Inside
Stockholders agrees that this Lock Up Agreement and the obligations

-4
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(d)

(e}

{H

hereunder shall attach to each such Inside Stockholder's Shares and shall be
binding upon any Person to which legal or Beneficial Ownership of such
Shares shall pass, whether by operation of law or otherwise, inciuding
without limitation, each Inside Stockholder's heirs, guardians, administrators
or successors. Notwithstanding any such transfer of Shares, the transferor
shall remain liable for the performance of all obligations under this Lock Up
Agresment.

Assignment, This Lock Up Agreemeni shall not be assigned by operation
of law or otherwise without the prior wiitten consent of the Parent.

Amendiment and Modification. This Tack Up Agreement may not be
amended, changed, supplemented, waived or otherwise modified or
terminated, except npon the execution and delivery of a written agresment
execiled by the parties hereto affecied by such amendment,

Natices. Any notice or other communication required or which may be
given hereunder shall be in writing and delivered (i) personally, (ii) via
telecopy, (iii) via overnight courier (providing proof of delivery) or (iv) via
registered or certified mail (return receipt requested). Such notice shall be
deemed 1o be given, dated and received (i) when so delivered personally, via
telecopy upon confirmation, of via overnight courier upon actual delivery or
(ii) two days after the date of mailing, if mailed by registered or certified
mail. Any notice pursuant to this section shall be delivered as follows,

If to the Inside Stockholder, to the address set forth for the Inside
Stockholder on Schedule A to this Lock Up Agresment.

If to Parent;

MeaStem, Inc.

420 Lexington Avenue

Sunle 450

MNew Yorl, New York 10170
Aun:  Catherine Vaczy. Esq.
Facsimile; (646) 514-T787

Severability. Whenever possible, each provision or portion of any
provision of this Lock Up Agreement will be interpreted in such a manner as
to be effective and valid under applicable law but if any provision or portion
of any provision of this Lock Up Agreement is held to be invalid, illegal or
unenforceable in any respect under any applicable law or rule in any
jurisdiction, such invalidity, illegality or unenforceability will not affect any
other provision or portion of any provision of this Lock Up Agreement in
such jurisdiction, and this Lock Up Agreement will be reformed, construed
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and enforced in such jurisdiction as if such invalid, illegal or unenforceable
provision or portion of any provision had never been coutained herein.

Specific Performance. Each of the parties hereto agrees, recognizes and
acknowledges that a breach by it of any covenants or agreements contained
in this Lock Up Agreement will cause the other parties to sustain damages
for which they wouid not have an adequate remedy at law for money
damages, and therefore each of the parties hereto agrees that in the event of
any such breach any aggrieved party shall be entitled to the remedy of
specific performance of such covenants and agreements (without any
requirement to post bond or other security and without having to prove
actual damages) and injunctive and other equilable relief in addition 1o any
other remedy to which it may be entitled, ai law or in equity.

Remedies Cumulative,  All rights, powers and remedies provided under
thiz Lock Up Agreement or otherwise available in respect hereof at law or in
equity shall be cumulative and not alternative, and the exercise of any such
rights, powers or remedies by any party shall not preclude the simultaneous
or later exercise of any other such right, power or remedy by such party.

No Waiver. The failure of any party hereto to exercise any right, power or
remedy provided under this Lock Up Agreement or otherwise available in
respect hereof at law or in equity, or to insist upon compliance by any other
patly hereto with ils obligations hereunder, and any custom or practice of the
parties at variance with the terms hereof, will not constitute a waiver by such
paity of its right to exercise any such or other right, power or 1emedy or to
demand such compliance,

No Third Parly Beneficiaries. This Lock Up Agreement is not intended Lo
confer upon any person other than the parties hereto any rights or remedies
hereunder other than the Company, which is an intended third party
beneficiary.

Governing Lew. This Lock Up Agreement will be governed and
construed in accordance with the laws of the State of Delaware, without
giving effect to the principles of conflict of laws thereof.

Submission fo Jurisdiction. Each party to this Lock Up Agreement
irrevocably consents and agrees that any legal action or proceeding with
respect to this Agreement and any action for enforcement of any judgment in
respect thereof will be brought in the state or federal courts located within
the jurisdiction of the United States District Court for the Southern District
of New York, and, by execution and delivery of this Lock Up Agreement,
each party to this Lock Up Agreement hereby irrevocably submits to and
accepts for itself and in respect of its property, generally and
unconditionally, the exclusive jurisdiction of the aforesaid courls and
appellate courts from any appeal thereof. Each party to this Lock Up




Agreement further irrevocably consents to the service of process out of any
of the aforementioned courts in any such action or proceeding by the mailing
of copies thereof in the manner set forth in Section 10(e). Each party to this
Lock Up Agreement hereby irrevocably waives any objection which it may
now or hereafter have to the laying of venue of any of the aforesaid actions
or proceedings arising out of or in connection with this Lock Up Agreement
brought in the courts referred 1o above and hereby further irrevocably waives
and agrees not to plead or claim in any such court that any such action or
proceeding brought in any such court has been brought in an inconvenient
forum. Nothing in this Section 10(1) shall be deemed to constitute a
submission to jurisdietion, consent or waiver with respect to any matter not
specifically referred to herein.

(m) WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY
WAIVES ANY RIGHT TO A TRIAL BY JURY IN CONNECTION WITH
ANY ACTION, SUIT OR PROCEEDING IN CONNECTION WITH THIS
LOCK UP AGREEMENT.

(m)  Description Headings, The description headings used herein are for
convenience of reference only and are not intended to be part of or to affect
the meaning or interpretation of this Lock Up Agreement.

o)  Counrerparts. This Lock Up Agreement may be executed in counterparts,
gach of which will be considered one and the same Lock Up Agreement and
will become effective when such counterparis have been signed by each of
the parties and delivered to the other parties, it being understood that all
partics need not sign the same counterpart.

() MNe Swrvival. Mo representations, warranties and covenants of the Inside
Stockholder in this Agreement shall survive the Merger, The Inside
Stockholder shall have no lability hereunder except for any willful and
material breach of this Agreement by the Inside Stockholder.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, Parent and each of the Inside Stockholdars have caused this
Lock Up Agreement to be duly executed &s of the day and year first above written,

NEOSTEM, INC,

By:
MName:
Title:

Name:

By:
Name:
Title:

Name:
Title:




MName

Robin Smith
Catherine Vaczy
Larry May

Alan Harrig
Anthony Salerno
Teresa Lepore
Richard Berman
Steven Myers
Drew Bernstein
Edward Geehr
Eric Wei

RimAsia Capital Pariners L.P.

Madame Zhang Jian

Shi Mingsheng

Fullbright Finance Limited
Christopher Duignan

Peter Sun

Daisy Dai

Chris Peng Mao

Jian Qian Cai Mao

Wayne Marasco

Shari Pine

Schedule A




AMENDMENT NO. 1 TO VOTING AND LOCK UP AGREEMENT

THIS AMENDMENT NO, 1 (this “Amendment™), dated as October ___, 2010, to that
certain VOTING AND LOCK UP AGREEMENT dated August _, 2010 (the “Lock Up
Agreement™) by and between NeoStem, Inc., a Delaware corporation (the “Parent”™), and the
individuals or entities listed on Schedule A annexed thereto (collectively, the “Inside
Stockholders™ and each individually, an “Inside Stockholder™), amends said Lock Up Agreement
in accordance with the amendment provisions set forth in Section 9(d) thereof. Capitalized terms
used and not defined herein shall have the respective meanings aseribed to them in the Lock Up
Agresment,

1. Section 3(b) of the Lock Up Agreement is amended 1o extend the Termination
Date, so as to read in its entirety as follows;

(b)  Each of the Inside Stockholders hereby agrees that, during the period
commencing on the date hereof and continuing until the first to occur of (x) the
effective time of the Merger or (y) the taking by the Board of Directors of the
Parent of any action permitted under the Merger Agreement properly to ferminate
the Merger Agreement in accordance with its terms or (z) December 31, 2010 (the
first to oceur being the "Termination Date"), at any meeting of the stockholders of
Parent, however called, or in connection with any written consent of the holders
of the shares of the Parent's Common Stock, he shall vote (or cause to be voted)
the Shares held of record or Beneficially Owned by the Inside Stockholder,
whether now owned or hereafter acquired in favor of approval of the Merger,
adoption of the Merger Agreement, issuance of the merger consideration to the
members of the Company and any other actions required in furtherance thereof
and hereof.

2. No Other Changes. The Lock Up Agreement, as amended by this Amendment, is
hereby ratified and confirmed in all respects. Except as specifically amended or modified herein,
the Lock Up Agreement shall continue in full force and effect in accordance with the terms
thereof.

F2827/32
154957051




IN WITNESS WHEREQF, Parent and each of the Inside Stockholders have caused this
Amendment No, 1 to Voting and Lock Up Agreement to be duly executed as of the day and year
first above written.

NEOSTEM, INC.
By

Name:
Title:

Name:

Name:

Name:
Title:

MName:
Title:

[Signature Page to Amendment No. 1 to Voting and Lock Up Agreement]




Names

Robin Smith
Catherine Vaczy
Lary May

Alan Harris
Anthony Salérna
Teresa Lepore
Richard Berman
Steven Myers

Drew Bernstein
Edward Geehr

Eric Wei

RimAsia Capital Partners L.P,
Madame Zhang Jian
Shi Mingsheng
Fullbright Finance Limited
Christopher Duignan
Peter Sun

Daisy Dai

Chris Peng Mao
Jian Qian Cai Mao
Wayne Marasco
Shari Pine

lan Zhang

Schedule A




Exhibit 31.1
CERTIFICATION
I, Robin Smith, M.D., certify that:
1. T have reviewed this Quarterly Report on Form 10-Q of NeoStem, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 12, 2010
/s/ Robin Smith, M.D.
Name: Robin Smith, M.D.

Title: Chief Executive Officer of NeoStem, Inc.

A signed original of this written statement required by Section 302 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished
to the Securities and Exchange Commission or its staff upon request.




Exhibit 31.2
CERTIFICATION
I, Larry A. May, certify that:
1. T have reviewed this Quarterly Report on Form 10-Q of NeoStem, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 12, 2010
/s/ Larry A. May
Name: Larry A. May

Title: Chief Financial Officer of NeoStem, Inc.

A signed original of this written statement required by Section 302 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished
to the Securities and Exchange Commission or its staff upon request.




Exhibit 32.1

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 NeoStem, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2010 filed with the Securities
and Exchange Commission on the date hereof (the “Report™), I, Robin Smith, M.D., Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition of the Company as of the dates presented
and the results of operations of the Company for the periods presented.

Dated: November 12, 2010
/s/ Robin Smith, M.D.
Robin Smith, M.D.

Chief Executive Officer

The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code) and is not being filed as part of the Form 10-Q or as a separate disclosure document.

A signed original of this written statement required by Section 906 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished
to the Securities and Exchange Commission or its staff upon request.




Exhibit 32.2

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 NeoStem, Inc. (the “Company”) on Form 10-Q for the period ended September 30, 2010 filed with the Securities
and Exchange Commission on the date hereof (the “Report), I, Larry A. May, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended ; and

2) The information contained in the Report fairly presents, in all material respects, the financial condition of the Company as of the dates presented
and the results of operations of the Company for the periods presented.

Dated: November 12, 2010
/s/ Larry A. May
Larry A. May
Chief Financial Officer

The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code) and is not being filed as part of the Form 10-Q or as a separate disclosure document.

A signed original of this written statement required by Section 906 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished
to the Securities and Exchange Commission or its staff upon request.




