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CALCULATION OF REGISTRATION FEE (NEOSTEM, INC.)

Title of Each Class of Securities to Be Registered Amount Proposed Proposed Amount of
to Be Maximum Maximum Registration
Registered Offering Price Aggregate Feel®
per Share®  Offering Price(@

Common Stock, par value $0.001 per share 7,150,000(1) N/A $ 8,540,432 $ 477

Common Stock, par value $0.001 per share 6,458,009(%) N/A $15,040,3856)  $ 839

Common Stock, par value $0.001 per share 17,158 N/A $ 00,000 g 5

Series C Convertible Preferred Stock, par value 8,177,5120) N/A $ 0® g 0
$0.01 per share

Common Stock underlying Series C Convertible 9,086,124 N/A N/A $ 0
Preferred Stock

Class E Warrants to purchase Common Stock 1,607,945(8) N/A $10,462,873) $ 584

Common Stock underlying Class E Warrants 1,607,945 N/A N/A $ 0

Common Stock, par value $0.001 per share 328,338 1.9200 ¢ 63040910 g 35

Total 34,433,031 N/A $34,764,099 $1,940(1D)

(1) Represents the estimated maximum number of shares of common stock of NeoStem, Inc. (the “Company”) to be
issuable upon the completion of the proposed merger (the “Merger”) of China Biopharmaceuticals Holdings, Inc.
(“CBH") with and into CBH Acquisition LLC (“Subco”), a wholly-owned subsidiary of the Company, with Subco as the
surviving entity, pursuant to the terms and conditions of the Agreement and Plan of Merger, dated November 2, 2008,
by and among the Company, CBH, Subco and China Biopharmaceuticals Corp., a wholly-owned subsidiary of CBH

(“CBC"), as such may be amended from time to time (the “Merger Agreement”).

(2) Estimated solely for purposes of calculating the registration fee required by Section 6(b) of the Securities Act of 1933,
as amended (the “Securities Act”), and calculated pursuant to Rules 457(f)(1), 457(f)(2), 457(f)(3) or 457(c) under the

Securities Act.

(3) The proposed maximum aggregate offering price of the common stock of the Company was calculated based upon the
market value of shares of common stock of CBH (the securities to be cancelled in the Merger) in accordance with Rule
457(c) under the Securities Act as follows: the product of (1) $0.23, the average of the high and low prices per share of
common stock of CBH on July 10, 2009, as quoted on OTC.BB, and (2) 37,132,313, the aggregate number of shares of
CBH common stock issued and outstanding (other than shares owned by CBH, Subco or the Company) as of July 10,
2009.

(4) Determined in accordance with Section 6(b) of the Securities Act at a rate equal to $55.80 per $1,000,000 of the
proposed maximum aggregate offering price.

(5) RimAsia Capital Partners, L.P. (“RimAsia”) is the sole holder of CBH'’s Series B Preferred Stock. Pursuant to the Merger
Agreement, the shares of CBH Series B Preferred Stock issued and outstanding immediately prior to the effective time
of the Merger will be cancelled in exchange for (i) 6,458,009 shares of the Company’s common stock and (ii) 8,177,512
shares of the Company’s Series C Convertible Preferred Stock. There were 6,653,656 shares of CBH Series B
Preferred Stock issued and outstanding as of July 10, 2009.

(6) The proposed maximum aggregate offering price for the shares of the Company’s common stock and Series C
Convertible Preferred Stock to be issued to RimAsia in exchange for its shares of CBH Series B Preferred Stock was
calculated in accordance with Rule 457(f)(3) of the Securities Act based upon (i) the book value of the shares of CBH
Series B Preferred Stock to be cancelled in the Merger in accordance with Rule 457(f)(2) of the Securities Act and (ii)
the additional funding in an amount up to $1,600,000 in cash RimAsia agreed to advance on behalf of the Company
and CBH pursuant to that certain Funding Agreement dated as of July 1, 2009, by and among the Company, CBH, CBC
and RimAsia as follows: (A) the product of (1) $2.02, the book value of a share of CBH Series B Preferred Stock on July
10, 2009, and (2) 6,653,656, the aggregate number of shares CBH Series B Preferred Stock issued and outstanding as
of July 10, 2009; plus (B) $1,600,000.



TABLE OF CONTENTS

(7) Represents the number of shares of common stock of the Company to be issued to certain individuals in exchange for
the cancellation of $90,000 of indebtedness.

(8) Represents the estimated maximum number of Class E warrants of the Company to be issued in exchange for the
issued and outstanding CBH warrants (other than the CBH warrants held by RimAsia). This number is based on the
number of CBH warrants issued and outstanding as of July 10, 2009 (other than the CBH warrants held by RimAsia)

and the exchange of each such warrant for the Company’s Class E warrants at an exchange ratio equal to 0.1921665,
as set forth in the Merger Agreement.

(9) The proposed maximum aggregate offering price of the Class E warrants was calculated based upon the book value of
the CBH warrants (other than those CBH warrants held by RimAsia) being exchanged in connection with the Merger in
accordance with Rule 457(f)(2) under the Securities Act as follows: the product of (1) $1.25, the book value of a CBH
warrant on July 10, 2009, and (2) 8,370,298, the aggregate number of CBH warrants issued and outstanding (other
than those CBH warrants held by RimAsia) as of July 10, 2009.

(10)Represents the maximum number of shares of the Company’s common stock to be issued to (i) Suzhou Erye Economy
and Trading Co. Ltd. (“EET") or its designee for its assistance with the Merger and (ii) certain principals of EET. The
proposed maximum aggregate offering price of such shares of common stock was calculated in accordance with Rule
457(c) under the Securities Act as follows: the product of (1) $1.92, the average of the high and low prices per share of
common stock of the Company on July 10, 2009, as quoted on the NYSE Amex, and (2) 328,338, the aggregate
number of shares of the Company’s common stock to be issued to EET or its designee and certain principals of EET.

(11)$2,524 was previously paid.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay
its effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with section 8(a) of the Securities Act of 1933 or until
the registration statement shall become effective on such date as the Commission acting pursuant to said section
8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to
sell these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not
permitted.

SUBJECT TO COMPLETION DATED OCTOBER [ —], 2009

TO THE STOCKHOLDERS OF NEOSTEM, INC.
AND CHINA BIOPHARMACEUTICALS HOLDINGS, INC.

A MERGER AND OTHER PROPOSALS — YOUR VOTE IS VERY IMPORTANT!

The board of directors of each of NeoStem, Inc., a Delaware corporation (“NeoStem”), and China Biopharmaceuticals
Holdings, Inc., a Delaware corporation (“CBH”"), have approved the merger (the “Merger”) of CBH with a wholly-owned
subsidiary of NeoStem (“Subco”), pursuant to the Agreement and Plan of Merger, dated November 2, 2008, as amended
(the “Agreement”), among NeoStem, CBH, Subco and China Biopharmaceuticals Corp., a British Virgin Islands company
and wholly-owned subsidiary of CBH (“CBC"). The Agreement provides that at the time of the Merger, the only material
assets of CBH will be CBH’s 51% ownership interest in Suzhou Erye Pharmaceuticals Company Ltd. (“Erye”), a Sino-
foreign joint venture with limited liability organized under the laws of the People’s Republic of China and at least $550,000
cash.

Pursuant to the terms of the Merger, NeoStem will issue an aggregate of 13,608,009 shares of Common Stock and
8,177,512 shares of Series C Convertible Preferred Stock in exchange for outstanding CBH securities. All of the shares of
common stock of CBH issued and outstanding immediately prior to the effective time of the Merger will be converted into
the right to receive, in the aggregate, 7,150,000 shares of common stock of NeoStem, or an exchange ratio estimated at
August 31, 2009 to be 0.1921665. Warrants to purchase shares of CBH Common Stock (other than warrants held by
RimAsia Capital Partners, L.P. (“RimAsia”)) will be replaced with new warrants in accordance with the terms of such
holder’s existing warrant.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of Series B Convertible Preferred Stock of CBH, all of the
shares of CBH Series B Preferred Stock issued and outstanding immediately prior to the Merger will be converted into the
right to receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of Series C
Convertible Preferred Stock of NeoStem, each with a liquidation preference of $1.125 per share and initially convertible
into 9,086,124 shares of NeoStem Common Stock at an initial conversion price of $0.90 per share.

Upon consummation of the Merger, NeoStem will own 51% of the ownership interests in Erye, and Suzhou Erye
Economy and Trading Co. Ltd. (“EET") will own the remaining 49% ownership interest. Subco and EET have negotiated a
revised joint venture agreement, which, subject to approval by the requisite PRC governmental authorities, will become
effective.

This joint proxy statement/prospectus provides you with detailed information about the proposed Merger, a description
of which begins on page 1. THE MERGER AND THE BUSINESS OF THE COMBINED COMPANY INVOLVE A HIGH
DEGREE OF RISK. Government regulation in China may interfere with or prohibit all or certain of the Company’s
business initiatives in China, and NeoStem lacks any prior experience in doing business in China. You should
carefully read the section entitled “Risk Factors” beginning on page 32 for a discussion of specific risks that you
should consider in determining how to vote on the proposed Merger.

Neither the Securities and Exchange Commission nor any state securities regulator has approved or
disapproved the securities to be issued under this joint proxy statement/prospectus or determined if this joint
proxy statement/prospectus is accurate or adequate. Any representation to the contrary is a criminal offense.

This joint proxy statement/prospectus is dated October [ ], 2009 and is first being mailed to stockholders of NeoStem
and to stockholders of CBH on or about October [—], 2009.

Your vote is very important, regardless of the number of shares you own. Whether or not you plan to attend either
meeting, please complete, date, sign and return the enclosed proxy as promptly as possible in order to ensure your
representation at the NeoStem Special Meeting and/or the CBH Special Meeting, as appropriate. We strongly support the
proposed transactions and join with our boards of directors in enthusiastically recommending that you vote in favor of the
proposals presented to you for approval.

Robin L. Smith Chris Peng Mao
Chief Executive Officer, NeoStem, Chief Executive Officer, China Biopharmaceuticals Holdings, Inc.
Inc.
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NEOSTEM, INC.

Notice of Special Meeting of Stockholders
To Be Held October 29, 2009

A special meeting of stockholders of NeoStem, Inc. (“NeoStem”) will be held at the offices of NeoStem, Inc. located at
420 Lexington Avenue, Suite 450, New York, NY 10170, on October 29, 2009, at 11:00 a.m., local time (the “NeoStem
Special Meeting”), for the following purposes:

1. To consider and vote upon the issuance of securities of NeoStem pursuant to the terms and conditions of the
Agreement and Plan of Merger, dated as of November 2, 2008, as such agreement may be amended from time to
time (the “Agreement and Plan of Merger”), by and among NeoStem, China Biopharmaceuticals Holdings, Inc.
(“CBH"), CBH Acquisition LLC, a wholly-owned subsidiary of NeoStem (“Subco”), and China Biopharmaceuticals
Corp., a wholly-owned subsidiary of CBH, pursuant to which CBH will merge with and into Subco, with Subco as the
surviving entity (the “Merger”).

2. To consider and vote upon an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to
increase the number of shares of preferred stock, par value $0.01 per share, authorized for issuance from
5,000,000 shares to 20,000,000 shares (and a corresponding increase in NeoStem’s total authorized shares from
505,000,000 to 520,000,000).

3. To consider and vote upon the issuance of NeoStem Common Stock in order to permit the potential conversion of
the Series C Convertible Preferred Stock into 9,086,124 shares of NeoStem Common Stock upon the election of the
holders thereof.

4. To consider and vote upon the issuance of NeoStem Common Stock in order to permit (i) the potential exercise of
up to 13,932,512 warrants and (ii) the automatic conversion of the Series D Convertible Preferred Stock into
12,932,510 shares of NeoStem Common Stock, together with the elimination of certain restrictions regarding certain
warrant exercises and stock conversions.

5. To consider and vote upon an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to
effect a reverse stock split of NeoStem Common Stock at a ratio within the range of 1:2 to 1:5, as determined by the
NeoStem Board of Directors, solely in the event it is deemed by the NeoStem Board of Directors necessary for
NeoStem to maintain its listing with the NYSE Amex or to list NeoStem Common Stock on any other exchange.

6. To consider and vote upon an amendment to the NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”)
to increase the number of shares of NeoStem Common Stock authorized for issuance thereunder from 3,800,000
shares to 9,750,000 shares.

7. To consider and vote upon the adoption of the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the
“2009 Non-U.S. Plan”) with respect to the 4,700,000 shares of NeoStem Common Stock authorized for issuance
thereunder.

8. To consider and vote upon an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to
provide for the classification of the Board of Directors into three classes and certain related provisions regarding the
Board of Directors.

9. To consider and vote upon (i) an amendment to NeoStem'’s 2003 Equity Participation Plan (the “2003 Plan”) to grant
the NeoStem Board of Directors or an appropriate committee thereof the authority to reprice options, (ii) a one-time
repricing of the exercise price of certain NeoStem options and warrants to purchase shares of NeoStem Common
Stock and (iii) giving the Board of
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Directors or an appropriate committee thereof discretion to issue certain cash or equity awards in connection with
the one-time repricing.

10. To consider and vote upon a proposal to approve the adjournment of the NeoStem Special Meeting, if necessary, to
solicit additional proxies, in the event that there are not sufficient votes at the time of the NeoStem Special Meeting
to approve the proposals submitted at the NeoStem Special Meeting.

11.To transact such other business as may properly come before the NeoStem Special Meeting or any adjournment or
postponement thereof.

The foregoing items of business are more fully described in the joint proxy statement/prospectus that accompanies this
notice. The NeoStem Board of Directors has fixed the close of business on August 31, 2009 as the record date for the
determination of stockholders entitled to notice of and to vote at this NeoStem Special Meeting and at any adjournment or
postponement thereof.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SPECIAL MEETING
OF STOCKHOLDERS OF NEOSTEM, INC. TO BE HELD ON OCTOBER 29, 2009. THIS PROXY STATEMENT AND
THE ACCOMPANYING FORM OF PROXY CARD ARE AVAILABLE AT
HTTP://WWW.VFNOTICE.COM/CHINABIOPHARMACEUTICALS_NEOSTEM/. Under new rules issued by the
Securities and Exchange Commission, we are providing access to our proxy materials both by sending you this
full set of proxy materials, and by notifying you of the availability of our proxy materials on the Internet.

By Order of the Board of Directors
of NeoStem, Inc.

Robin L. Smith, M.D.

Chief Executive Officer

New York, New York
October [—], 2009

All NeoStem stockholders are cordially invited to attend the NeoStem Special Meeting in person. Whether or not you
expect to attend the NeoStem Special Meeting, please complete, date, sign and return the enclosed proxy as promptly as
possible in order to ensure your representation at the NeoStem Special Meeting. A return envelope (which is postage
prepaid if mailed in the United States) is enclosed for that purpose. Even if you have given your proxy, you may still vote in
person if you attend the NeoStem Special Meeting. Please note, however, that if your shares are held of record by a
broker, bank or other nominee and you wish to vote at the NeoStem Special Meeting, you must obtain from the record
holder a proxy issued in your name.
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CHINA BIOPHARMACEUTICALS HOLDINGS, INC.

Notice of Special Meeting of Stockholders
To Be Held October 29, 2009

The special meeting of stockholders of China Biopharmaceuticals Holdings, Inc. (“CBH”") will be held at the offices of
NeoStem, Inc. located at 420 Lexington Avenue, Suite 450, New York, NY 10170 on October 29, 2009, at 9:00 a.m., local
time (the “CBH Special Meeting”), for the following purposes:

1. To consider and vote upon the adoption of the Agreement and Plan of Merger, dated as of November 2, 2008, as
such agreement may be amended from time to time (the “Agreement and Plan of Merger”), by and among CBH,
NeoStem, Inc. (“NeoStem”), CBH Acquisition LLC, a wholly-owned subsidiary of NeoStem (“Subco”), and China
Biopharmaceuticals Corp., a wholly-owned subsidiary of CBH (“CBC"), pursuant to which CBH will merge with and
into Subco, with Subco as the surviving entity (the “Merger”). Adoption of the Agreement and Plan of Merger also
will constitute approval of the Merger and the other transactions contemplated by the Agreement and Plan of
Merger.

2. To consider and vote upon a proposal to approve the adjournment of the CBH Special Meeting, if necessary, to
solicit additional proxies, in the event that there are not sufficient votes at the time of the CBH Special Meeting to
approve any of the proposals submitted at the CBH Special Meeting.

3. To transact such other business as may properly come before the CBH Special Meeting or any adjournment or
postponement thereof.

The foregoing items of business are more fully described in the joint proxy statement/prospectus that accompanies this
notice. The CBH Board of Directors has fixed the close of business on August 31, 2009 as the record date for the
determination of stockholders entitled to notice of and to vote at this CBH Special Meeting and at any adjournment or
postponement thereof.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SPECIAL MEETING
OF STOCKHOLDERS OF CHINA BIOPHARMACEUTICALS HOLDINGS, INC. TO BE HELD ON OCTOBER 29, 2009.
THIS PROXY STATEMENT AND THE ACCOMPANYING FORM OF PROXY CARD ARE AVAILABLE AT
HTTP://WWW.VFNOTICE.COM/CHINABIOPHARMACEUTICALS_NEOSTEM/. Under new rules issued by the
Securities and Exchange Commission, we are providing access to our proxy materials both by sending you this
full set of proxy materials, and by notifying you of the availability of our proxy materials on the Internet.

By Order of the Board of Directors

of China Biopharmaceuticals Holdings, Inc.
Chris Peng Mao

Chief Executive Officer

Suzhou, Jiangsu Province, China
October [—], 2009

All CBH stockholders are cordially invited to attend the CBH Special Meeting in person. Whether or not you expect to
attend the CBH Special Meeting, please complete, date, sign and return the enclosed proxy as promptly as possible in
order to ensure your representation at the CBH Special Meeting. A return envelope (which is postage prepaid if mailed in
the United States) is enclosed for that purpose. Even if you have given your proxy, you may still vote in person if you
attend the CBH Special Meeting. Please note, however, that if your shares are held of record by a broker, bank or other
nominee and you wish to vote at the CBH Special Meeting, you must obtain from the record holder a proxy issued in your
name.
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ADDITIONAL INFORMATION

This joint proxy statement/prospectus incorporates important business and financial information about NeoStem and
CBH from other documents filed with the Securities and Exchange Commission that is not included in or delivered with this
joint proxy statement/prospectus. This information is available to you without charge upon oral or written request to:

For NeoStem Stockholders:
NeoStem, Inc.

420 Lexington Avenue, Suite 450
New York, NY 10170

(212) 584-4180

Attention:Catherine M. Vaczy, Esq., Vice President
and General Counsel

For CBH Stockholders:

China Biopharmaceuticals Corp.

No. 859, Pan Xu Road

Suzhou, Jiangsu Province, China, 215000
(86) 512 6855 0568

Attention:Chris Peng Mao, Chief Executive Officer

To obtain timely delivery of such information, you must request the information no later than five business
days before the stockholder meetings. Accordingly, if you would like to request any information, please do so no
later than October 22, 2009.

Vii
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND OTHER PROPOSALS

Q1: What is the merger transaction?

Al: In general terms, pursuant to the terms and subject to the conditions set forth in an Agreement and Plan of
Merger, dated as of November 2, 2008, as amended by Amendment No. 1 dated as of July 1, 2009, and Amendment No.
2 dated as of August 27, 2009, as such agreement may be further amended from time to time (the “Agreement and Plan of
Merger”), by and among NeoStem, Inc. (“NeoStem”), China Biopharmaceuticals Holdings, Inc. (“CBH"), CBH Acquisition
LLC (“Subco”) and China Biopharmaceuticals Corp (“CBC”"), CBH will merge with and into Subco, a wholly-owned
subsidiary of NeoStem, with Subco as the surviving entity (the “Merger”). The Agreement and Plan of Merger provides that
at the time of the Merger, the only material assets of CBH will be CBH's 51% ownership interest in Suzhou Erye
Pharmaceuticals Company Ltd. (“Erye”), a Sino-foreign joint venture with limited liability organized under the laws of the
People’s Republic of China (“China” or the “PRC”) and at least $550,000 cash. To satisfy this condition, on September 4,
2009 CBH transferred all issued and outstanding stock of its subsidiary CBC, which has no meaningful operation or
assets, to a trust for the benefit of the CBH’s common stockholders.

Upon consummation of the Merger, NeoStem will own 51% of the ownership interests in Erye, and Suzhou Erye
Economy and Trading Co. Ltd., a limited liability company organized under the laws of the PRC (“EET"), will own the
remaining 49% ownership interest. In connection with the execution of the Agreement and Plan of Merger, Subco and EET
have negotiated a revised joint venture agreement (the “Joint Venture Agreement”), which, subject to approval by the
requisite PRC governmental authorities, will become effective and will govern the rights and obligations with respect to
their respective ownership interests in Erye. Pursuant to the terms and conditions of the Joint Venture Agreement,
dividend distributions to EET and Subco will be made in proportion to their respective ownership interests in Erye;
provided, however, that for the three-year period commencing on the first day of the first fiscal quarter after the Joint
Venture Agreement becomes effective, (i) 49% of undistributed profits (after tax) will be distributed to EET and lent back to
Erye by EET for use by Erye in connection with the construction of a new plant for Erye; (ii) 45% of the net profit (after tax)
will be provided to Erye as part of the new plant construction fund, which will be characterized as paid-in capital for
NeoStem’s 51% interest in Erye; and (iii) 6% of the net profit will be distributed to NeoStem directly for NeoStem’s
operating expenses. In the event of the sale of all of the assets of Erye or liquidation of Erye, NeoStem will be entitled to
receive the return of such additional paid-in capital before distribution of Eyre’s assets is made based upon the ownership
percentages of NeoStem and EET, and upon an initial public offering of Erye which raises at least 50,000,000 RMB (or
approximately U.S. $7,300,000), NeoStem will be entitled to receive the return of such additional paid-in capital.

Pursuant to the terms of the Merger, all of the shares of common stock, par value $0.01 per share, of CBH (the “CBH
Common Stock”), issued and outstanding immediately prior to the effective time of the Merger (the “Effective Time”) will be
converted into the right to receive, in the aggregate, 7,150,000 shares of common stock, par value $0.001 per share, of
NeoStem (the “NeoStem Common Stock”). The exchange ratio shall be equal to the quotient of 7,150,000 divided by the
sum of (x) the number of shares of CBH Common Stock outstanding at the Effective Time, and (y) the number of shares of
CBH Common Stock issuable upon exercise of in-the-money warrants of CBH immediately prior to the Effective Time,
estimated at August 21, 2009 to be 0.1921665.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia Capital
Partners, L.P. (“RimAsia”), a principal stockholder of NeoStem and the sole holder of shares of Series B Convertible
Preferred Stock, par value $0.01 per share, of CBH (the “CBH Series B Preferred Stock”), all of the shares of CBH Series
B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to receive,
in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of Series C Convertible
Preferred Stock, par value $0.01 per share, of NeoStem (the “NeoStem Series C Preferred Stock”), each with a liquidation
preference of $1.125 per share and initially convertible into 9,086,124 shares of NeoStem Common Stock at an initial
conversion price of $0.90 per share. For further information regarding the NeoStem Series C Preferred Stock, please see
the description set forth in this joint proxy statement/prospectus in the section “Description of Securities — Preferred
Stock — Series C Convertible Preferred Stock,” as well as the Certificate of Designations included as Annex I.
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At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao. NeoStem will bear 50%
of up to $450,000 of CBH'’s expenses post-merger, and satisfaction of the liabilities of Messrs. Globus and Mao will count
toward that obligation.

For assistance in effecting the Merger, 125,000 shares of NeoStem Common Stock will be issued to EET. In addition,
an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng (the Chairman of the Board
of Directors of Erye and a holder of approximately two-thirds of EET) and Madam Zhang Jian (General Manager of Erye
and a holder of approximately 10% of EET) in connection with the transactions contemplated by the Merger to assist in
obtaining the receipt of all PRC approvals.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per share adjusted such that the aggregate exercise price of
the NeoStem Class E Warrant is the same as the aggregate exercise price of the warrant in effect immediately prior to the
Effective Time, or a holder may, in accordance with the terms of such holder’s warrants, elect to receive a cash payment
for their Existing CBH Warrants equal to the Black Scholes value of the warrant on the date of such request. While the
value underlying the amount of any such cash payment would be measured as of the date of any such warrantholder’s
request, the approximate maximum aggregate amount of all such cash payments, if such requests were made as of
August 25, 2009, would be approximately $77,000. For further information regarding the NeoStem Class E Warrants,
please see the description set forth in this joint proxy statement/prospectus in the section “Description of
Securities — Warrants — Class E Warrants,” as well as the Form of NeoStem Class E Warrant included as Annex J.

The Agreement and Plan of Merger also provides that the Compensation Committee of the NeoStem Board of
Directors (the “Compensation Committee”) has the authority to grant as bonuses in connection with the transactions
contemplated by the Merger, in its discretion, up to an aggregate of 1,000,000 shares, or options to purchase up to
1,000,000 shares of NeoStem Common Stock, in any combination, under any equity compensation plan (the “Merger
Bonus Shares”). Such grants will be made under the NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”) or
the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-U.S. Plan”), as appropriate.
Accordingly, NeoStem stockholders are also being asked to consider and vote upon an amendment to the 2009 Plan to
increase the number of shares of NeoStem Common Stock authorized for issuance thereunder from 3,800,000 to
9,750,000 shares, which increase includes certain shares allocated to the Merger Bonus Shares. At NeoStem’s special
meeting, the stockholders of NeoStem will also consider the adoption of the 2009 Non-U.S. Plan. Grants under the 2009
Non-U.S. Plan will be subject to, among other things, stockholder approval of the 2009 Non-U.S. Plan at the NeoStem
Special Meeting and applicable law including any required registration in the PRC. For further details, see NeoStem
Proposal No. 1 (regarding the Merger and the Agreement and Plan of Merger), NeoStem Proposal No. 6 (regarding the
increase in shares authorized for issuance under the 2009 Plan) and NeoStem Proposal No. 7 (regarding the adoption of
the 2009 Non-U.S. Plan).

Pursuant to the Agreement and Plan of Merger, NeoStem’s Board of Directors will be increased from five directors to
seven directors. Eric Wei will be added to the Board of Directors of NeoStem immediately after the Effective Time, and Shi
Mingsheng will be added to the Board of Directors immediately after the Effective Time (or the receipt of all PRC approvals
if later following the Effective Time). Three of the four directors elected at NeoStem'’s annual meeting held in May 2009
(Robin L. Smith, Richard Berman, and Steven S. Myers) as well as the director appointed by the NeoStem Board of
Directors on June 9, 2009 (Drew Bernstein) will continue to serve. Edward C. Geehr has also been appointed to replace
Joseph Zuckerman, who has resigned as of the Effective Time. Therefore, the NeoStem Board of Directors will consist of
the following seven members promptly following the consummation of the Merger and the receipt of all PRC approvals:
Robin L. Smith (Chairman), current Chairman of the Board and Chief Executive Officer of NeoStem; Eric Wei, the
managing partner of RimAsia; Shi Mingsheng, a Director of and the Chief Operating
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Officer of CBH, the Chairman of the Board of Directors of Erye, and the chairman and a holder of approximately two-thirds
of EET (which is the holder of a 49% interest in Erye and a 100% interest in Fullbright Finance Limited, a greater than 5%
beneficial owner of NeoStem and of which Mr. Shi is the Chairman); and Richard Berman, Drew Bernstein, Steven S.
Myers and Edward C. Geehr (the latter four are independent directors, as defined under the NYSE Amex listing
standards). In the event that NeoStem Proposal No. 8 attains stockholder approval at the NeoStem Special Meeting and
the NeoStem Board of Directors determines to file the Board Classification Amendment (as defined therein) with the
Secretary of State of the State of Delaware, NeoStem'’s Board of Directors would be divided into three separate classes of
directors, as nearly equal in number as possible, with each respective class to serve a three-year term. The classes would
be elected on a rotating or staggered basis, with each class being elected at the annual stockholder meeting coinciding
with the expiration of that class’s term. For details regarding the proposed classification of NeoStem’s Board, see
NeoStem Proposal No. 8 of this joint proxy statement/ prospectus.

NeoStem believes, as its business moves into China, that it would also be desirable to have one or more independent
directors who reside in the PRC and have relevant experience. The Nominating Committee of NeoStem’s board of
directors intends to continue its search for such potential director candidates.

As a result of the Merger, the ownership of the NeoStem Common Stock outstanding immediately after the Merger
(and after giving effect to the conversion of the Series D Preferred Stock) will be as follows:

Number of Percentage

Shares Ownership

Current Neostem Shareholders — including Series D Convertible 12,240,259 33.6%
Redeemable Preferred Stock Private Placement (excluding

RimAsia, EET and Enhance Biomedical)

Current CBH Shareholders 4,520,735 12.4%

Erye Economy & Trading Ltd/Fullbright Finance Limited 4,234,918 11.6%

Enhance Biomedical Holding Corporation 4,000,000 11.0%

Rim Asia 11,458,009 31.4%

36,453,921 100.00%

Q2: What will | receive in the Merger?

A2: NeoStem stockholders will not receive any consideration in the Merger, and the number of shares of NeoStem
Common Stock that they hold will be unaffected but their percentage ownership will decrease substantially due to the
number of shares being issued in the Merger.

Q3: What are the significant risks involved in the Merger?

A3: The Merger involves significant risks. In particular, many industries in China, including the stem cell industry in
which NeoStem operates, are subject to government regulations that limit or prohibit foreign investments in such
industries, which may limit or prohibit NeoStem'’s potential to control certain businesses, acquire specific interests, or
participate in particular ventures. NeoStem is pursuing multiple business initiatives in China but NeoStem lacks any
experience in doing business in China and our directors, officers, managers, and employees will be encountering for the
first time the economic, political, and legal climate that is unique to China, which may present risk and uncertainties to our
operations; NeoStem may have limited remedies and may suffer a loss in the event that following the consummation of the
Merger NeoStem in unable to obtain the requisite government approvals of its acquisition via the Merger transaction of
CBH'’s 51% interest in the Erye business. For a detailed discussion on the risks involved see the “Risk Factors” section
beginning on page [32] of this Registration Statement on Form S-4.

Q4: What are the U.S. tax consequences of the Merger?

A4: The closing of the Merger is conditioned (which condition may be waived) on the receipt of tax opinions of counsel
by each of NeoStem and CBH, in the form and substance reasonably satisfactory to NeoStem and CBH, with respect to
the tax-free status of the Merger. Assuming that the Merger is completed according to the terms of the Agreement and
Plan of Merger and based upon facts, factual representations and assumptions contained in representation letters
provided by NeoStem and CBH, all of which must continue to
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be true and accurate in all material respects through the Effective Time of the Merger, and subject to the assumptions and
qualifications contained in their respective opinions, it is the opinion of each of Lowenstein Sandler PC, counsel to
NeoStem, and Troutman Sanders LLP, counsel to CBH, that the Merger will qualify as a reorganization within the meaning
of Section 368(a) of the Internal Revenue Code of 1986, as amended (the “Code”). CBH and NeoStem expect the Merger
to qualify as a reorganization within the meaning of Section 368(a) of the Code. In that case, holders of shares of CBH
Common Stock that exchange such shares for shares of NeoStem Common Stock would generally not have any gain or
loss resulting from the Merger. In addition, CBH generally would not recognize any gain or loss resulting from the Merger.
If, however, the Merger does not qualify as a reorganization, holders of shares of CBH Common Stock that exchange such
shares for shares of NeoStem Common Stock would generally have taxable gain or loss equal to the value of the
consideration each holder receives in the Merger less the tax basis that she or he had in the shares of CBH stock
exchanged therefor. In addition, CBH would have taxable gain or loss equal to the value of the consideration paid by
NeoStem less the tax basis that CBH has in its assets. For further discussion, see “Material United States Federal Income
Tax Consequences of the Merger.”

Tax matters are very complicated, and the tax consequences of the Merger to holders of CBH stock will
depend on the facts of the holder’s particular situation. Holders are encouraged to consult their own tax advisor
regarding the specific tax consequences of the Merger, including the applicability and effect of any federal, state,
local and foreign income and other tax laws.

Q5: What are NeoStem Stockholders being asked to vote upon at the NeoStem Special Meeting?

A5: At the NeoStem Special Meeting, NeoStem stockholders are being asked to consider and vote upon the issuance
of the NeoStem securities in connection with the Merger pursuant to the Agreement and Plan of Merger. Further, NeoStem
stockholders are being asked to consider and vote upon:

« an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to increase the aggregate number
of authorized shares of preferred stock, par value $0.01 per share, of NeoStem from 5,000,000 shares to
20,000,000 shares (and a corresponding increase in NeoStem'’s total authorized shares from 505,000,000 to
520,000,000);

« the issuance of NeoStem Common Stock in order to permit the potential conversion of the Series C Convertible
Preferred Stock into 9,086,124 shares of NeoStem Common Stock upon the election of the holders thereof;

* the issuance of NeoStem Common Stock in order to permit (i) the potential exercise of up to 13,932,512 warrants
and (ii) the automatic conversion of the Series D Convertible Preferred Stock into 12,932,510 shares of NeoStem
Common Stock, together with the elimination of certain restrictions regarding certain warrant exercises and stock
conversions;

« an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to effect a reverse stock split of
NeoStem Common Stock at a ratio within the range of 1:2 to 1:5, as determined by the NeoStem Board of
Directors, solely in the event it is deemed by the NeoStem Board of Directors necessary to maintain its listing with
the NYSE Amex or to list NeoStem Common Stock on any other exchange;

« an amendment to the NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”) to increase the number of
shares of NeoStem Common Stock authorized for issuance thereunder from 3,800,000 shares to 9,750,000;

« the adoption of the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-U.S. Plan”)
with respect to the 4,700,000 shares of NeoStem Common Stock authorized for issuance thereunder;

« an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to provide for the classification of
the Board of Directors into three classes and certain related provisions regarding the Board of Directors;

¢ (i) an amendment to NeoStem'’s 2003 Equity Participation Plan (the “2003 Plan”) to grant the NeoStem Board of
Directors or an appropriate committee thereof the authority to reprice options,
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(i) a one-time repricing of the exercise price of certain NeoStem options and warrants to purchase shares of
NeoStem Common Stock and (iii) giving the Board of Directors or an appropriate committee thereof discretion to
issue certain cash or equity awards in connection with the one-time repricing;

« aproposal to approve the adjournment of the NeoStem Special Meeting, if necessary, to solicit additional proxies,
in the event that there are not sufficient votes at the time of the NeoStem Special Meeting to approve the proposals
submitted at the NeoStem Special Meeting; and

« the transaction of any other business that may properly come before the NeoStem Special Meeting.

Q6: Why are NeoStem stockholders being asked to approve an amendment to NeoStem’s Amended and Restated
Certificate of Incorporation to increase the number of authorized shares of NeoStem preferred stock from
5,000,000 to 20,000,000 (and a corresponding increase in NeoStem’s total authorized shares from 505,000,000 to
520,000,000)?

A6: If the Merger is approved, NeoStem will be required to designate a series of the NeoStem preferred stock as
“Series C Convertible Preferred Stock,” each share of which will have a liquidation preference of $1.125 per share and be
convertible into shares of NeoStem Common Stock at an initial conversion price of $0.90 per share, and NeoStem will be
required to issue 8,177,512 shares of Series C Preferred Stock to RimAsia pursuant to the terms of the Agreement and
Plan of Merger. With 10,000 Series B Preferred shares and 1,293,251 Series D shares currently outstanding, NeoStem
does not have enough authorized preferred stock to issue the Series C Preferred Stock. The NeoStem Board of Directors
believes that the amendment to NeoStem’s Amended and Restated Certificate of Incorporation to increase the number of
authorized shares of NeoStem preferred stock from 5,000,000 to 20,000,000 is advisable in order to have preferred shares
of NeoStem available for issuance to RimAsia as required by the Agreement and Plan of Merger, and also to have
additional preferred shares available for other potential acquisitions, to maintain NeoStem’s financing and capital-raising
flexibility and for other corporate purposes. As of the date of this proxy statement, other than the issuance of 8,177,512
shares of Series C Preferred Stock in connection with the Merger, there are no present agreements or arrangements for
the issuance of any of the additional shares of NeoStem preferred stock that would be authorized by the amendment to
NeoStem’s Amended and Restated Certificate of Incorporation to increase the number of shares of NeoStem preferred
stock authorized for issuance.

Q7: Why are the NeoStem stockholders being asked to approve the issuance of NeoStem Common Stock in order
to permit (i) the potential exercise of up to 13,932,512 warrants, (ii) the potential conversion of the Series C
Convertible Preferred Stock into 9,086,124 shares of NeoStem Common Stock upon the election of the holders
thereof and (iii) the automatic conversion of the Series D Convertible Preferred Stock into 12,932,510 shares of
NeoStem Common Stock, together with the elimination of certain restrictions regarding certain warrant exercises
and stock conversions?

A7: Under the rules of the NYSE Amex, stockholder approval is required prior to the issuance of voting securities
which could cause a change of control. The potential issuances described below require obtaining such stockholder
approval.

In April 2009, NeoStem consummated a private placement (the “April 2009 Private Placement”), pursuant to which
three entities, including RimAsia, acquired an aggregate of 880,000 shares of NeoStem Series D Convertible Preferred
Stock (the “Series D Stock”) and warrants to purchase an aggregate of 8,800,000 shares of NeoStem Common Stock at an
exercise price of $2.50 per share. In June and July 2009, NeoStem consummated a private placement (the “June/July
2009 Private Placement”) pursuant to which an additional 20 persons and entities, including Fullbright, acquired an
aggregate of 400,280 shares of Series D Stock and warrants to purchase an aggregate of 4,002,800 shares of NeoStem
Common Stock, plus 12,971 shares of Series D Stock and warrants to purchase an aggregate of 129,712 shares of
NeoStem Common Stock were issued as placement agent fees. The April and June/July 2009 private placements are
sometimes referred to collectively as the “Series D Preferred Private Placements.” Upon approval by the stockholders,
each share of Series D Stock will be automatically converted into ten (10) shares of NeoStem Common Stock at an initial
conversion price of $1.25 per share. If such affirmative vote is not achieved by October 31, 2009, NeoStem would be
required to redeem all shares of Series D Stock at a redemption price of $12.50 per share ($16,165,637.50 in the
aggregate) plus the accrued dividends, which dividends accrue at a rate of ten percent
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(10%) per annum. NeoStem understands that the shares and warrants purchased by Fullbright in the June/July 2009
Private Placement were pledged to RimAsia, a principal stockholder in NeoStem.

In September 2008, NeoStem consummated a private placement with RimAsia, pursuant to which RimAsia received,
among other securities, redeemable warrants for up to 1,000,000 shares of NeoStem Common Stock, exercisable at $1.25
per share.

Pursuant to the terms of the Agreement and Plan of Merger, RimAsia’s shares of CBH Series B Preferred Stock will be
converted into the right to receive, in the aggregate, 6,458,009 shares of NeoStem Common Stock and 8,177,512 shares
of NeoStem Series C Convertible Preferred Stock (the “Series C Stock”), initially convertible into 9,086,124 shares of
NeoStem Common Stock.

In order to avoid change of control issues, on December 18, 2008, NeoStem and RimAsia entered into a certain
Blocker Letter (the “Blocker Letter”) pursuant to which, among other things, all warrants issued to or issuable to RimAsia
were amended to restrict their exercisability in the event that such exercise would increase RimAsia’s beneficial ownership
of NeoStem Common Stock to above 19.9% of the class. The restriction also applies to the conversion of the Series C
Stock. Stockholder approval is necessary to remove the restrictions imposed by the Blocker Letter.

The Board of Directors now is seeking stockholder approval authorizing the issuance of NeoStem Common Stock to
the extent necessary upon the potential exercise of the above-mentioned warrants into 13,932,512 shares of NeoStem
Common Stock, the potential conversion of the Series C Stock into 9,086,124 shares of NeoStem Common Stock upon
the election of the holders thereof and the automatic conversion of the Series D Stock into 12,932,510 shares of NeoStem
Common Stock, together with the elimination of the restrictions contained in the Blocker Letter. The Board of Directors
deems it prudent to seek such stockholder approval so that NeoStem, an NYSE Amex-listed company, can ensure that the
above-referenced warrant exercises and stock conversions comply with Section 713 of the NYSE Amex Company Guide
(the “Company Guide”) and that such shares can be listed on the NYSE Amex. Section 713 requires stockholder approval
for the issuance of common shares under certain circumstances, including a situation where the issuance or potential
issuance of additional shares will result in a change of control.

Since RimAsia could potentially beneficially own up to approximately 35% of NeoStem on a fully diluted basis after
giving effect to all of the proposed issuances above, such beneficial ownership could be deemed to result in a change of
control. Alternatively, the NYSE Amex could deem the issuance or potential issuance of up to 25,865,022 shares of
NeoStem Common Stock in connection with the conversion or exercise, as applicable, of the securities issued in the
Series D Preferred Private Placements (3.23 times the number of NeoStem'’s outstanding shares as of the date of the last
issuance of the Series D Stock) to be a change of control.

Though stockholder approval of the above-mentioned stock issuances will ensure that these particular issuances
comply with Section 713, there is no guarantee that NeoStem will remain eligible for listing on the NYSE Amex. That is,
the merger with CBH will be deemed to be a reverse merger by NYSE Amex, in which case continued listing will depend
on the post-transaction entity’s meeting the standards for initial listing. To attempt to meet the standards for initial listing,
NeoStem in part is seeking stockholder approval for the potential reverse stock split as per NeoStem Proposal No. 5. For a
further discussion of NeoStem'’s efforts directed at maintaining its NYSE Amex listing, see NeoStem Proposal No. 5,
below, as well as “Risk Factors — Risks Relating to NeoStem’s Business — Our Stock and Class A warrants may be
delisted from the NYSE Amex.”

Q8: Why are NeoStem stockholders being asked to authorize an amendment to NeoStem’s Amended and
Restated Certificate of Incorporation to effect a reverse stock split of NeoStem Common Stock at a ratio within
the range of 1:2 to 1:5, as determined by the NeoStem Board of Directors, solely in the event it is deemed by the
NeoStem Board of Directors necessary to maintain its listing with the NYSE Amex or to list NeoStem Common
Stock on any other exchange?

A8: The NeoStem Board of Directors’ primary objective in proposing authorization for a potential reverse stock split is
to raise the per-share trading price of NeoStem Common Stock in the event such action is necessary to enable NeoStem
to maintain its listing with the NYSE Amex or to list NeoStem Common Stock on any other exchange. While the Board of
Directors believes that continued listing on the NYSE Amex
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is itself in the best interests of NeoStem and its stockholders, it is also the case that CBH'’s obligation to consummate the
Merger is conditioned upon obtaining approval to list the NeoStem Common Stock to be issued in connection with the
Merger.

By way of further elaboration, in connection with the consummation of the Merger, NeoStem will be issuing more
shares of NeoStem Common Stock and securities convertible or exchangeable into NeoStem Common Stock than are
currently outstanding. As such, the NYSE Amex takes the position that such a transaction is a “reverse merger” and will
require the combined company to meet the initial listing standards and have, among other qualifications, a per-share price
of at least $2.00. On September 21, 2009, a share of NeoStem Common Stock closed at $2.03 on the NYSE Amex.

In addition, the change in control scenario could also be implicated by NeoStem’s recent private placements, in which
securities convertible into shares of NeoStem Common Stock were issued. The Series D Preferred Private Placements
make possible the potential issuance of 25,865,022 shares of NeoStem Common Stock. NeoStem Proposal No. 4 of this
joint proxy statement/prospectus seeks stockholder approval for the issuance of NeoStem Common Stock to permit the
exercise of certain NeoStem warrants (including the Series D Warrants) and the conversion of the Series D preferred
stock. The amount of NeoStem Common Stock for which NeoStem Proposal No. 4 seeks authorization for issuance
constitutes approximately 3.03 times the amount of NeoStem Common Stock outstanding as of August 21, 2009.

The NeoStem Board of Directors believes that authorization to effect a reverse split may be helpful in, but would by no
means guarantee, achievement of the relevant minimum share price. The NeoStem Board of Directors also believes that
the reverse stock split would, among other things, (i) facilitate higher levels of stock ownership by institutions whose
investment policies generally prohibit investments in lower-priced securities and (ii) better enable NeoStem to raise funds
to finance its planned operations.

PLEASE NOTE THAT UNLESS SPECIFICALLY INDICATED TO THE CONTRARY, THE DATA CONTAINED IN
THIS JOINT PROXY STATEMENT/PROSPECTUS, INCLUDING BUT NOT LIMITED TO SHARE NUMBERS,
CONVERSION PRICES AND EXERCISE PRICES OF WARRANTS AND OPTIONS, DOES NOT REFLECT THE
IMPACT OF ANY REVERSE STOCK SPLIT THAT MAY BE EFFECTED PURSUANT TO THE TERMS OF NEOSTEM
PROPOSAL NO. 5.

Q9: Why are NeoStem stockholders being asked to approve an amendment to the NeoStem, Inc. 2009 Equity
Compensation Plan to increase the number of shares of NeoStem Common Stock authorized for issuance
thereunder from 3,800,000 shares to 9,750,000 shares?

A9: The NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”) was adopted by the Board of Directors in
March 2009, and stockholder approval was obtained in May 2009. The general purpose of the 2009 Plan is to advance
NeoStem’s interests by enhancing its ability to (a) attract and retain employees, consultants and directors who are in a
position to make significant contributions to NeoStem'’s success; (b) reward NeoStem’s employees, consultants and
directors for these contributions; and (c) encourage employees, consultants and directors to take into account NeoStem's
long-term interests through ownership of shares.

However, the current version of the 2009 Plan as adopted by the Board of Directors and approved by the stockholders
authorizes for issuance a maximum of only 3,800,000 shares. Assuming the consummation of the Merger, NeoStem will
be a larger company with additional employees, consultants and directors. An increased number of eligible plan
participants requires that the number of shares authorized for issuance under the 2009 Plan be increased. In addition, it
will be necessary to increase the number of shares authorized for issuance under the 2009 Plan in order to accommodate
the Merger-related grants to be made under the 2009 Plan (such Merger-related grants are discussed in detail in NeoStem
Proposal No. 6, below, in the section “Issuance of Equity Grants in Connection with the Merger”). In the viewpoint of the
NeoStem Board of Directors, the likely size of the post-Merger company renders it advisable that the number of shares
authorized for issuance under the 2009 Plan be increased from 3,800,000 shares to 9,750,000 shares. With a larger pool
of issuable shares to draw upon, the plan administrator will be in a better position to adequately incentivize and reward the
employees, consultants and directors of the combined company, and the ultimate objectives of the 2009 Plan will be better
served.

The 3,800,000 shares authorized for issuance under the current version of the 2009 Plan represent 44.49% of the
outstanding shares of NeoStem as of the record date. If the 2009 Plan is amended pursuant to
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NeoStem Proposal No. 6, the 9,750,000 shares authorized for issuance under the 2009 Plan would represent 26.75% of
the outstanding shares of NeoStem following the Merger and Series D Preferred conversion. If NeoStem Proposal No. 5
attains stockholder approval, and NeoStem’s Board thereafter determines to effect a reverse split, the number of shares
authorized for issuance under the 2009 Plan would be proportionately reduced.

Q10: Why are NeoStem stockholders being asked to approve (i) an amendment to NeoStem’s 2003 Equity
Participation Plan (the “2003 Plan”) to grant the NeoStem Board of Directors or an appropriate committee thereof
the authority to reprice options, (ii) a one-time repricing of the exercise price of certain NeoStem options and
warrants to purchase shares of NeoStem Common Stock and (iii) giving the Board of Directors or an appropriate
committee thereof discretion to issue certain cash or equity awards in connection with the one-time repricing?

A10: NeoStem’s options and warrants are for the most part significantly under-water and essentially have very limited
value to the holders thereof. NeoStem’s Board of Directors believes that the repricing measures contained in the proposal
would re-incentivize the holders of options as originally intended at the time of grant and increase the probability that the
NeoStem warrants would be exercised, potentially raising capital for NeoStem.

In addition, NeoStem’s Board of Directors believes that the repricing provisions contained in the proposal will make
NeoStem'’s capital structure more equitable in light of the transactions contemplated by the Agreement and Plan of Merger.
The Agreement and Plan of Merger specifically contemplates that NeoStem has the power to effect a repricing.

Q11: Why are NeoStem stockholders being asked to adopt the NeoStem, Inc. 2009 Non-U.S. Based Equity
Compensation Plan (the “2009 Non-U.S. Plan”) with respect to the 4,700,000 shares of NeoStem Common Stock
authorized for issuance thereunder?

All: The general purpose of the 2009 Non-U.S. Plan is to provide an incentive to NeoStem’s employees and
consultants who are providing services to NeoStem outside the United States by enabling them to share in the future
growth of NeoStem'’s business. The adoption of this plan is motivated by NeoStem'’s impending acquisition of CBH, and as
a result of the Merger, a majority interest in Suzhou Erye Pharmaceuticals Company, Ltd (“Erye”), a Sino foreign joint
venture organized under the laws of the People’s Republic of China, as well as by NeoStem’s other China initiatives. As a
result of these initiatives, NeoStem will benefit from the services of a number of individuals providing services to NeoStem
or to one of its subsidiaries outside of the United States and in particular in the People’s Republic of China. As with U.S.-
based employees, the Board of Directors believes that the granting of warrants, restricted stock awards, unrestricted stock
awards and similar kinds of equity-based compensation to NeoStem’s employees and consultants who are providing
services to NeoStem outside the United States promotes continuity of management and increases incentive and personal
interest in the welfare of NeoStem by those who are primarily responsible for shaping and carrying out NeoStem'’s long
range plans and securing its growth and financial success. NeoStem Proposal No. 7 describes with greater particularity
certain grants that are to be made under the 2009 Non-U.S. Plan, under the headings “Issuance of Equity Grants in
Connection with the Merger” and “New Plan Benefits — Other Equity Grants Approved Under the 2009 Non-U.S. Plan.”
Such grants will be subject to, among other things, stockholder approval of the 2009 Non-U.S. Plan at the NeoStem
Special Meeting and applicable law including any required registration in the PRC.

The Board of Directors believes that the 2009 Non-U.S. Plan will advance NeoStem'’s interests by enhancing its ability
to attract and retain employees and consultants who are able to provide services outside of the United States and are in a
position to make significant contributions to NeoStem’s success; reward NeoStem’s overseas employees and consultants
for these contributions; and encourage employees and consultants providing services overseas to take into account
NeoStem'’s long-term interests through ownership of its shares. The 2009 Non-U.S. Plan authorizes 4,700,000 shares for
issuance. If NeoStem Proposal No. 5 attains stockholder approval, and NeoStem’s Board of Directors thereafter
determines to effect a reverse split, the number of shares authorized for issuance under the 2009 Non-U.S. Plan would be
proportionately reduced.
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Q12: Why are NeoStem stockholders being asked to approve an amendment to NeoStem’s Amended and
Restated Certificate of Incorporation to provide for a classification of the Board of Directors into three classes
and certain related provisions regarding the Board of Directors?

A12: At the present time, NeoStem has an unclassified board. Currently, a director elected to the NeoStem Board
serves for a one-year term and until his or her successor is elected and qualified. The proposed amendment to classify the
Board (the “Board Classification Amendment”) would operate to divide NeoStem’s Board into three separate classes of
directors, as nearly equal in number as possible, with each respective class to serve a three-year term and until their
successors are duly elected and qualified. The classes would be elected on a rotating or staggered basis, with each class
being elected at the annual stockholder meeting coinciding with the expiration of that class’s term.

Since directors will be serving for longer terms which expire at different times, and may be removed only for cause by
vote of the majority of the voting power outstanding, NeoStem’s Board of Directors believes that a classified Board will
promote continuity of management and, thereby enhance the ability of NeoStem to carry out long-range plans and goals
for its benefit and the benefit of its stockholders. Although NeoStem has not experienced difficulties in the past in
maintaining continuity of the Board and management, the Board of Directors believes that a classified Board will assist
NeoStem in maintaining this continuity of management into the future.

Additionally, the Board Classification Amendment may have certain anti-takeover effects that the Board believes may
deter unsolicited takeover attempts and protect the value of each stockholder’s investment in NeoStem. A classified Board
would extend the time it would take for holders of a majority of the shares to obtain control of the Board of Directors,
thereby limiting such abusive takeover tactics as ‘two-tiered’ tender offers. Assuming each class of directors is
approximately equal in size, a majority stockholder could not obtain control of the Board until the second annual
stockholder’s meeting after it acquired a majority of the voting stock. During this time, the Board of Directors believes that
it would have a better opportunity to negotiate with any such majority stockholder to obtain more favorable price and terms
in any merger or tender offer.

Q13: What are CBH stockholders being asked to vote upon at the CBH Special Meeting?

A13: At the CBH Special Meeting, CBH stockholders are being asked to consider and vote upon the adoption of the
Agreement and Plan of Merger. CBH stockholders are also being asked to grant the proxies the authority to consider and
vote upon a proposal to approve the adjournment of the CBH Special Meeting, if necessary, to solicit additional proxies, in
the event that there are not sufficient votes at the time of the CBH Special Meeting to approve any of the proposals
submitted at the CBH Special Meeting.

Q14: Who can attend the NeoStem Special Meeting, and what security procedures apply to attendees?

Al4: All NeoStem stockholders as of the record date, or their duly appointed proxies, may attend the NeoStem Special
Meeting. You must also present at the meeting proof of share ownership, such as by presenting your proxy card if you are
a record owner or a bank or brokerage firm account statement confirming ownership of NeoStem stock if you hold shares
through an intermediary. Please note that if you hold your shares in “street name” (that is, through a broker or other
nominee), you will need to bring a copy of your proxy card delivered to you by your broker or a legal proxy given to you by
your broker and check in at the registration desk at the meeting.

In order to comply with the security procedures in effect at the building where the NeoStem Special Meeting will be
held, you must present a valid form of government-issued photograph identification (such as a driver’s license) at the
security desk when you arrive.

Q15: What vote is required to approve the NeoStem proposals?

A15: Holders of record of NeoStem Common Stock at the close of business on August 31, 2009 will be entitled to one
vote for each share held on each matter submitted to a vote of the stockholders of NeoStem. Holders of record of
NeoStem Series B Convertible Redeemable Preferred Stock (the “NeoStem Series B Preferred”) at the close of business
on August 31, 2009 will be entitled to ten votes per share on each matter submitted to a vote of the stockholders of
NeoStem. Shares of NeoStem Common Stock and NeoStem
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Series B Preferred vote together as one class. Unless the context otherwise requires, all references to NeoStem
“stockholders” in this proxy statement refer to holders of NeoStem Common Stock and holders of NeoStem Series B
Preferred. Cumulative voting by stockholders is not permitted. Votes required to approve the proposals presented to the
NeoStem stockholders are as follows:

(a) The affirmative vote of the holders of a majority of the total votes cast in person or by proxy will be required for the
approval of each of the following proposals:

« Approval of the issuance of NeoStem securities in connection with the Merger (NeoStem Proposal No. 1);

«  Approval of the issuance of NeoStem Common Stock in order to permit the potential conversion of the Series C
Convertible Preferred Stock into 9,086,124 shares of NeoStem Common Stock upon the election of the holders
thereof (NeoStem Proposal No. 3);

«  Approval of the issuance of NeoStem Common Stock in order to permit (i) the potential exercise of up to
13,932,512 warrants and (ii) the automatic conversion of the Series D Convertible Preferred Stock into 12,932,510
shares of NeoStem Common Stock, together with the elimination of certain restrictions regarding warrant exercises
and stock conversions (NeoStem Proposal No. 4);

«  Approval of the amendment to the NeoStem, Inc. 2009 Equity Compensation Plan to increase the number of
shares of Common Stock available for issuance thereunder from 3,800,000 shares to 9,750,000 shares (NeoStem
Proposal No. 6);

«  Approval of the adoption of the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-
U.S. Plan”) with respect to the 4,700,000 shares of NeoStem Common Stock authorized for issuance thereunder
(NeoStem Proposal No. 7); and

« Approval of (i) an amendment to NeoStem’s 2003 Equity Participation Plan (the “2003 Plan”) to grant the NeoStem
Board of Directors or an appropriate committee thereof the authority to reprice options, (ii) a one-time repricing of
the exercise price of certain NeoStem options and warrants to purchase shares of NeoStem Common Stock and
(iii) giving the Board of Directors or an appropriate committee thereof discretion to issue certain cash or equity
awards in connection with the one-time repricing (NeoStem Proposal No. 9).

Abstentions and broker “non-votes” with regard to any such proposal are not considered to have been voted on the
proposal.

(b) The affirmative vote of the holders of a majority of the voting power outstanding as of the record date will be
required for the approval of each of the following proposals:

«  Approval of the amendment to NeoStem’s Amended and Restated Certificate of Incorporation to permit a reverse
stock split of NeoStem Common Stock at a ratio within the range of 1:2 to 1:5, as determined by the NeoStem
Board of Directors, solely in the event it is deemed by the Board of Directors necessary for NeoStem to maintain its
listing with the NYSE Amex or to list NeoStem Common Stock on any other exchange (NeoStem Proposal No. 5);
and

«  Approval of an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to provide for the
classification of the Board of Directors into three classes and certain related provisions regarding the Board of
Directors (NeoStem Proposal No. 8).

If you abstain or do not instruct your broker how to vote with respect to these proposals, your abstention or broker non-
vote will have the same effect as a vote against each of these proposals.

(c) The affirmative vote of the holders of a majority of the voting power outstanding as of the Record Date of (i)
NeoStem Common Stock and NeoStem Series B Preferred Stock, voting together as a single class, and (ii) NeoStem
Series B Preferred Stock and NeoStem Series D Preferred Stock, voting together as a single class, is required to approve
the amendment to NeoStem’s Amended and Restated Certificate of Incorporation to increase the number of shares of
NeoStem preferred stock authorized for issuance from 5,000,000 shares to
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20,000,000 shares (and a corresponding increase in NeoStem'’s total authorized shares from 505,000,000 to 520,000,000)
(NeoStem Proposal No. 2).

If you abstain or do not instruct your broker how to vote with respect to this proposal, your abstention or broker non-
vote will have the same effect as a vote against this proposal.

(d) The affirmative vote of a majority of the stockholders present in person or represented by proxy at the NeoStem
Special Meeting and entitled to vote will be required to approve an adjournment of the NeoStem Special Meeting, if
necessary, to solicit additional proxies, in the event that there are not sufficient votes at the time of the NeoStem Special
Meeting to approve the proposals submitted at the NeoStem Special Meeting (NeoStem Proposal No. 10).

NeoStem’s stockholders will not have any rights of appraisal or similar dissenter’s rights with respect to any matter to
be acted upon at the NeoStem Special Meeting.

Each director and officer of NeoStem, as well as RimAsia, Fullbright and EET, has entered into a lock-up and voting
agreement and agreed to vote all shares of NeoStem Common Stock held by them (collectively, the “NeoStem Lock-Up
Shares”) in favor of the issuance of NeoStem securities in connection with the Merger. The NeoStem Lock-Up Shares
represent approximately 25.66% of the shares of NeoStem Common Stock outstanding as of August 31, 2009.

Q16: Who can attend the CBH Special Meeting, and what security procedures apply to attendees?

A16: All CBH stockholders as of the record date, or their duly appointed proxies, may attend the CBH Special Meeting.
You must also present at the meeting proof of share ownership such as by presenting your proxy card if you are a record
owner or a bank or brokerage firm account statement confirming ownership of CBH stock if you hold shares through an
intermediary. Please note that if you hold your shares in “street name” (that is, through a broker or other nominee), you will
need to bring a copy of your proxy card delivered to you by your broker or a legal proxy given to you by your broker and
check in at the registration desk at the meeting.

In order to comply with the security procedures in effect at the building where the CBH Special Meeting will be held,
you must present a valid form of government-issued photograph identification (such as a driver’s license) at the security
desk when you arrive.

Q17: What vote is required to approve the CBH proposals?

A17: The approval of the proposal regarding the adoption of the Agreement and Plan of Merger will require the
affirmative vote of the holders of at least a majority of the outstanding voting power of the CBH Common Stock. In addition,
the adoption of the Agreement and Plan of Merger will require the approval of the holders of at least a majority of the
shares of CBH Series B Preferred Stock outstanding as of the record date, voting as a separate class. If you abstain or do
not vote, your abstention or non-vote will have the same effect as a vote against the Merger proposal.

In connection with execution of the Agreement and Plan of Merger, each of the officers and directors of CBH, and each
of RimAsia, Erye and EET and certain holders of CBH Common Stock have entered into a lock-up and voting agreement,
pursuant to which they have agreed to vote their shares of CBH Common Stock (collectively, the “CBH Lock-Up Shares”)
in favor of the Merger and to the other transactions contemplated by the Agreement and Plan of Merger. The CBH Lock-
Up Shares represent approximately 34.22% of the voting power of the CBH Common Stock outstanding as of August 31,
2009 and also applies to additional shares beneficially owned by certain of such persons including spouses. In addition,
the sole holder of the CBH Series B Preferred Stock has entered into a lock-up and voting agreement pursuant to which it
has agreed to vote all shares of CBH Series B Preferred Stock held by it in favor of such proposal.

The affirmative vote of a majority of the stockholders present in person or represented by proxy at the CBH Special
Meeting and entitled to vote will be required to approve an adjournment of the CBH Special Meeting, if necessary, to solicit
additional proxies, in the event that there are not sufficient votes at the time of the CBH Special Meeting to approve the
proposals submitted at the CBH Special Meeting (CBH Proposal No. 2).
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Q18: What constitutes a quorum at the NeoStem Special Meeting?

A18: A quorum must exist for the transaction of business at the stockholders’ meetings (other than consideration of a
motion to adjourn the meeting). For NeoStem, the presence at the NeoStem Special Meeting, in person or by proxy, of the
holders of a majority of the total outstanding voting power is necessary to constitute a quorum for the transaction of
business at the NeoStem Special Meeting. Abstentions and broker “non-votes” (as defined below) are counted as present
and entitled to vote for purposes of determining a quorum. If you submit a properly executed proxy card, even if you
abstain from voting, your shares will be considered part of the quorum.

Q19: What constitutes a quorum at the CBH Special Meeting?

A19: A quorum must exist for the transaction of business at the stockholders’ meetings (other than consideration of a
motion to adjourn the meeting). For CBH, a quorum will require (i) the presence in person or by proxy of the holders of
shares of stock having a majority of the votes which could be cast by the holders of all outstanding shares of stock entitled
to vote at the CBH Special Meeting AND (ii) the presence in person or by proxy of the holders of a majority of the
outstanding shares of CBH Series B Preferred Stock. Abstentions and broker “non-votes” (as defined below) are counted
as present and entitled to vote for purposes of determining a quorum. If you submit a properly executed proxy card, even if
you abstain from voting, your shares will be considered part of the quorum.

Q20: What do I need to do now?

A20: After carefully reading and considering the information contained in and incorporated by reference into this joint
proxy statement/prospectus, please submit your proxy in the manner set forth herein as soon as possible.

If you are a NeoStem stockholder of record, you may submit a proxy by (i) marking, signing and dating the NeoStem
proxy card enclosed herewith and returning it to NeoStem in the postage-paid envelope provided before the NeoStem
Special Meeting or (ii) following the instructions to vote by telephone or internet that appear on your proxy card.

If you are a CBH stockholder of record, you may submit a proxy by (i) marking, signing and dating the CBH proxy card
enclosed herewith and returning it to CBH in the postage-paid envelope provided before the CBH Special Meeting or (ii)
following the instructions to vote by telephone or internet that appear on your proxy card.

Q21: If my shares of NeoStem Common Stock or CBH Common Stock are held in “street name” by my broker, will
my broker vote my shares for me?

A21: If you hold shares of NeoStem Common Stock or CBH Common Stock through a broker, bank or other
representative, generally the broker, bank or representative may only vote the NeoStem Common Stock or CBH Common
Stock that it holds for you in accordance with your instructions. However, if the broker, bank or representative has not
timely received your instructions, it may vote on certain matters for which it has discretionary voting authority. A broker
“non-vote” on a matter occurs when a broker, bank or your representative may not vote on a particular matter because it
does not have discretionary voting authority and has not received instructions from the beneficial owner.

Q22: What do | do if | want to change my vote after | have sent in my proxy card?

A22: You can change your vote at any time before your proxy is voted at the appropriate stockholders’ meeting. You
can do this in one of three ways. First, you can send a written notice stating that you would like to revoke your proxy.
Second, you can complete and submit a new proxy card at a later date. If you choose either of these methods, you must
submit your notice of revocation or your new proxy card to NeoStem or CBH, as the case may be, before your
stockholders’ meeting. Finally, you can attend your stockholders’ meeting and vote in person. Simply attending your
stockholders’ meeting, however, will not revoke your proxy. If you have instructed a broker to vote your shares, you must
follow directions received from your broker to change your vote.
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Q23: If | am a holder of CBH capital stock, how should | send in my stock certificates for exchange?

A23: Do not send in your stock certificates with your proxy card. You must keep your stock certificates until after the
Merger has been completed, after which you will receive a letter of transmittal describing how you may exchange your
CBH stock certificates for certificates representing the NeoStem securities. At that time, you will have to submit your CBH
stock certificates to the exchange agent with your completed letter of transmittal.

Q24: Whom may | call with questions?

A24: If you have any questions regarding the proposals or how to submit your proxy, or if you need additional copies of
this joint proxy statement/prospectus or the enclosed proxy card or voting instructions, you should contact the individuals
listed below:

If you are a NeoStem stockholder and you have questions regarding the proposals or the solicitation of your proxy, you
should contact:

NeoStem, Inc.
420 Lexington Avenue, Suite 450
New York, NY 10170

Attention: Catherine M. Vaczy, Esq.
Vice President and General Counsel

Telephone:(212) 584-4180

If you are a CBH stockholder and you have questions regarding the Merger, or questions regarding the solicitation of
your proxy, you should contact:

China Biopharmaceuticals Holdings, Inc.
No. 859, Pan Xu Road, Suzhou,
Jiangsu Province, China 215000

Attention: Chris Peng Mao
Chief Executive Officer

Telephone:(86) 512 6855 0568
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SUMMARY OF THE JOINT PROXY STATEMENT/PROSPECTUS

This summary highlights selected information from this document and may not contain all of the information that is
important to you. Even though we have highlighted what we believe is the most important information, we encourage you
to read the entire joint proxy statement/prospectus for a complete understanding of the proposed transactions for your
consideration. You should also review the other available information referred to in “Where You Can Find More
Information” on page [333] and the Risk Factors beginning on page [ 32].

The Companies

NeoStem, Inc.

NeoStem is engaged in a platform business of operating a commercial autologous (donor and recipient are the same)
adult stem cell bank and is pioneering the pre-disease collection, processing and long-term storage of stem cells from
adult donors so that they can access such stem cells for their own future medical treatment. NeoStem is managing a
network of adult stem cell collection centers in major metropolitan areas of the United States, and believes that as adult
stem cell therapies obtain necessary regulatory approvals and become standard of care, individuals will need the
infrastructure, methods and procedures being developed by NeoStem to have their stem cells safely collected and
conveniently stored for future therapeutic use. Stem cells, which are very primitive and undifferentiated cells that have the
unique ability to transform into many different cells (such as white blood cells, nerve cells or heart muscle cells), can be
found in the bone marrow or peripheral blood of adults. NeoStem only works with adult (not embryonic) stem cells. Using
NeoStem'’s process, stem cells migrate, as a result of a mobilizing agent administered in the days preceding collection,
from the bone marrow in which they reside to the peripheral blood and are collected through a safe, minimally invasive
procedure called “apheresis.” NeoStem has also entered the research and development arena, through the acquisition of
a worldwide exclusive license to an early-stage technology to identify and isolate rare stem cells from adult human bone
marrow, called VSEL (very small embryonic-like) stem cells. VSELs have many physical characteristics typically found in
embryonic stem cells, including the ability to differentiate into specialized cells found in substantially all the different types
of cells and tissue that make up the body. Additionally, NeoStem is pursuing other technologies to advance its position in
the field of stem cell tissue regeneration.

The adult stem cell industry is a field independent of embryonic stem cell research which NeoStem believes is more
likely to be burdened by regulatory, legal, ethical and technical issues than adult stem cell research. Medical researchers,
scientists, medical institutions, physicians, pharmaceutical companies and biotechnology companies are currently
developing therapies for the treatment of disease using adult stem cells. As these adult stem cell therapies obtain
necessary regulatory approvals and become standard of care, patients will need a service to collect, process and bank
their stem cells. NeoStem intends to provide this service.

Initial participants in NeoStem'’s collection center network have been single physician practices who opened collection
centers in California, Pennsylvania and Nevada. Revenues generated by these early adopters have not been significant
and are not expected to become significant. However, these centers have served as a platform for the development of
NeoStem'’s business model and today NeoStem is focusing on multi-physician and multi-specialty practices joining its
network in major metropolitan areas.

NeoStem also entered the research and development arena through its acquisition from the University of Louisville of
the worldwide exclusive license to the VSEL technology. VSELs have many physical characteristics typically found in
embryonic stem cells, including the ability to differentiate into specialized cells found in different types of tissue that would
be able to interact with the specific organ in order to repair degenerated, damaged or diseased tissue (the three “Ds” of
aging). NeoStem has the ability to harvest and cryopreserve these VSELs from individual patients, setting the stage for
their use in personalized regenerative medicine. If VSELs can be expanded from individual patients and their potential to
develop into different types of tissue cells maintained, it would represent a significant step toward overcoming the two
major limitations in the development of stem cell therapies today, the ethical dilemma regarding use of embryonic stem
cells and the immunological problems associated with using cells from a third party donor. In connection with the license
agreement, NeoStem also entered into a sponsored research agreement with the University of Louisville
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pursuant to which NeoStem is funding research relating to its VSEL technology at the laboratory of its co-inventor, Mariusz
Ratajczak, M.D., Ph.D., head of the Stem Cell Biology Program at the James Graham Brown Cancer Center at the
University of Louisville. The acquisition of the VSEL technology was made through NeoStem’s acquisition of its new
subsidiary Stem Cell Technologies, Inc. (“SCTI") in a stock-for-stock exchange.

NeoStem is also taking certain other initiatives to expand its operations into China. The rationale behind NeoStem’s
expansion into China is to accelerate stem cell therapy, research and development and creation of intellectual property
positions in an environment that is more readily accepting of stem cell therapies. Because certain PRC regulations
currently restrict or prohibit foreign-invested entities from holding certain licenses and controlling businesses in certain
industries, NeoStem has created a wholly foreign owned entity (a “WFOE?") as part of its plans for implementing its
expansion in China. The WFOE has established control over these initiatives in China through a series of contractual
arrangements memorialized through several documents known as variable interest entity documents (collectively, “VIE
Documents”). No assurance can be given that this structure will be effective to permit NeoStem to participate in these
initiatives where PRC regulations prohibit or restrict foreign ownership.

In order to advance its regenerative medicine business here and abroad, in February 2009, NeoStem entered into a
License Agreement with Vincent Giampapa, M.D., F.A.C.S pursuant to which NeoStem acquired a world-wide, exclusive,
royalty bearing, perpetual and irrevocable license, with the right to sublicense, to certain innovative stem cell technology
and applications for cosmetic facial and body procedures and skin rejuvenation. In addition, in January 2009, NeoStem
and Dr. Giampapa entered into a three year consulting agreement whereby Dr. Giampapa will provide consulting services
in the anti-aging area.

In order to advance its regenerative medicine business abroad and expand its expertise into a new area, effective
March 2009, NeoStem entered into a License Agreement with Regenerative Sciences, LLC (“RSI”), pursuant to which
NeoStem acquired an exclusive, royalty bearing, perpetual and irrevocable license, with the right to sublicense, for the
Asia territory, to use an innovative process that rapidly grows a patient's own adult stem cells to treat a variety of
musculoskeletal diseases. The licensed procedure has been developed by RSI, a Colorado-based company focused on
developing a medical procedure for the treatment of chronic orthopedic conditions. In addition, effective March 2009,
NeoStem and RSI entered into a three year consulting agreement whereby RSI will provide to NeoStem consulting
services in the area of stem cell therapy in orthopedics for the development of business in Asia.

In April 2009, NeoStem entered into a License Agreement with Vincent Falanga, M.D., pursuant to which NeoStem
acquired a world-wide, exclusive, royalty bearing license, with the right to sublicense, to certain innovative stem cell
technology and applications for wound healing, continuing until the later of ten years from the first commercial sale or the
last to expire patent claim.

In June 2009, NeoStem signed an agreement (the “Network Agreement”) with Enhance BioMedical Holdings Limited
(“Enhance BioMedical"), a Shanghai corporation and following approval of NeoStem Proposals No. 1 and 6 a beneficial
owner of 10% of NeoStem, to develop a stem cell collection and treatment network using NeoStem'’s proprietary stem cell
technologies in Shanghai, Taiwan as well as the Chinese provinces of Jiangsu, Zhejiang, Fujian, Anhui and Jiangxi.
Enhance BioMedical is a subsidiary of Enhance Holding Corporation, a multinational conglomerate with successful
businesses in various market sectors including healthcare. Enhance BioMedical recently invested $5 million in the April
2009 Private Placement. Enhance BioMedical has healthcare provider relationships with numerous hospitals and doctors
in Taiwan and Shanghai, as well as in the five provinces in China to which the Network Agreement relates. Enhance
BioMedical operates the Anti-Aging and Prevention Medical Center in Taipei, Taiwan, with facilities focused on stem cell
research and development and anti-aging therapies. Under the Network Agreement, Enhance BioMedical is given the
exclusive rights to utilize NeoStem’s proprietary adult stem cell technologies identified by NeoStem from time to time to
provide adult stem cell services and therapies in the Asian territory. NeoStem will arrange for training Enhance BioMedical
staff in the proprietary knowledge, technology and operating procedures to provide Enhance BioMedical clients with these
services. In return, NeoStem is entitled to a six figure technical assistance fee. NeoStem also will be entitled to a stated
royalty on gross revenues
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generated by Enhance BioMedical from providing the NeoStem stem cell services for the duration of the renewable 10
year Network Agreement and also may receive other fees in connection with assisting in the launching of the network.

All of the activities above are designed to broaden the scope of NeoStem’s operations and to enter into the arena of
advanced stem cell and regenerative medicine therapies in the United States and China. While NeoStem continues to
pursue its platform business of operating a commercial autologous adult stem cell bank, it has made a determination that
the platform business will be enhanced if NeoStem acquires and develops advanced stem cell regenerative medicine
therapies.

NeoStem is also pursuing other businesses that are related to its platform business of collection, processing and
storage of adult stem cells which include (i) “medical tourism” due to advanced stem cell therapies developing at a faster
pace outside the United States, (ii) supplying collected stem cells for the conduct of adult stem cell research, (iii) storing
excess cells collected from a patient at oncology transplant centers, and (iv) supplying stem cells for diagnostic and
therapeutic use.

The above activities are also separate and apart from NeoStem’s proposed creation of a separate pharmaceutical
division by acquiring a 51% ownership interest in Suzhou Erye Pharmaceutical Company Ltd. (“Erye”), which had gross
revenues in 2008 of approximately $50 million, through the Merger of CBH, which currently holds a 51% ownership
interest in Erye, with and into CBH Acquisition LLC, a wholly-owned subsidiary of NeoStem.

On August 29, 2006, NeoStem’s stockholders approved an amendment to its certificate of incorporation to effect a
reverse stock split of the NeoStem Common Stock at a ratio of one-for-ten shares and to change its name from “Phase IlI
Medical, Inc.” to “NeoStem, Inc.” On June 14, 2007, NeoStem'’s stockholders approved an amendment to NeoStem’s
certificate of incorporation to effect a reverse split of the NeoStem Common Stock at a ratio of up to one-for-ten shares in
the event it was deemed necessary by the NeoStem Board of Directors in order to be accepted onto a securities
exchange. On July 9, 2007, the NeoStem Board of Directors approved a one-for-ten reverse stock split to be effective
upon the initial closing of NeoStem’s public offering in order to satisfy the listing requirements of the NYSE Amex. On
August 9, 2007, the reverse split was effective and NeoStem Common Stock commenced trading on the NYSE Amex
under the symbol “NBS.” ACCORDINGLY, ALL NUMBERS IN THIS JOINT PROXY STATEMENT/PROSPECTUS HAVE
BEEN ADJUSTED TO REFLECT BOTH THE ONE-FOR-TEN REVERSE STOCK SPLIT WHICH WAS EFFECTIVE AS
OF AUGUST 31, 2006 AND THE ONE-FOR-TEN REVERSE STOCK SPLIT WHICH WAS EFFECTIVE AS OF AUGUST
9, 2007. NO ADJUSTMENT HAS BEEN MADE IN THIS JOINT PROXY STATEMENT/PROSPECTUS FOR THE
EFFECTS OF ANY FURTHER REVERSE STOCK SPLIT THAT WOULD BE AUTHORIZED IF NEOSTEM PROPOSAL
NO. 5 IS APPROVED.

NeoStem was incorporated under the laws of the State of Delaware in September 1980 under the name Fidelity
Medical Services, Inc. NeoStem'’s corporate headquarters is located at 420 Lexington Avenue, Suite 450, New York, NY
10170. NeoStem's telephone number is (212) 584-4180. NeoStem’s website address is www.neostem.com. Information
on NeoStem’s website does not constitute a part of this joint proxy statement/prospectus.

China Biopharmaceuticals Holdings, Inc.

China Biopharmaceuticals Holdings, Inc. (“CBH") is a bio-pharmaceutical company focused on developing,
manufacturing and distributing innovative drugs in the PRC.

China Biopharmaceuticals, Inc., a Delaware corporation, was originally organized as a corporation under the laws of
the State of New York on August 6, 1976 under the name of “Globuscope, Inc.” On August 7, 1984, its name was changed
to “Globus Growth Group, Inc.,” which was its name until it was merged into CBH, its wholly owned subsidiary in the State
of Delaware on August 28, 2004 through an internal re-organizational merger.

Effective August 28, 2004, CBH completed the acquisition of CBC, a British Virgin Islands corporation, as the parent,
the management company and holder of 90% of the ownership interest in its then only operating subsidiary and asset,
Nanjing Keyuan Pharmaceutical R&D Co., Ltd., doing business in English a.k.a.

16



TABLE OF CONTENTS

Nanjing Chemsource Pharmaceutical R&D Co. Ltd (“Keyuan” or “Chemsource”), a company established in China and
engaged in the discovery, development and commercialization of innovative drugs and related bio-pharmaceutical
products in China. Nanjing Keyuan Pharmaceutical R&D Co., Ltd. was established in March 2000 in Nanjing City of
Jiangsu Province, China. It was founded and spear-headed by graduates from China Pharmaceutical University to engage
in new drug research and discovery and in the development of new drug screening technologies. However, due to
continuing operating losses and lack of funding and the virtual stoppage of approval of new drugs by the State Food and
Drug Administration of China (“SFDA”), Keyuan’s R&D has been considerably affected and CBH has written off Keyuan on
its books as a result recently. CBC has de minimis value, if any. A condition of the Merger is that CBH sell or transfer its
subsidiary CBC prior to the closing of the Merger. Accordingly, to satisfy this condition and pursuant to a certain trust
agreement entered into on September 4, 2009 with CBH as settlor (the “Trust Agreement”), CBH transferred all issued and
outstanding stock of its subsidiary CBC to a trust for the benefit of CBH's common stockholders for the purpose of winding
down the operations of CBC, such that the only material assets of CBH at the time of the Merger shall be CBH's 51%
ownership interest in Erye and at least $550,000 cash, and CBH shall have no liabilities except transaction related
expenses of $450,000 or less.

On June 11, 2005, CBH signed a purchase agreement, which was amended on August 3, 2005, under which CBH
acquired a controlling ownership interest (approximately 51%) in Erye. Total consideration paid by CBH to acquire 51%
ownership interest in Erye was $3,000,000 cash to be paid in installments, and 3,300,000 shares of CBH Common Stock
valued at $0.50 per share or $1,650,000. Out of the $3,000,000 payable in cash, $2,200,000 was contributed to the
acquired Erye for working capital and/or expansion purposes.

On November 19, 2007, CBH entered into an agreement with RimAsia as a follow-up to letters of intent signed on July
14, 2007 and August 2, 2007, under which the principal amount of the $11.5 million loan owed to RimAsia in connection
with the acquisition of Enshi plus unpaid interest of $1,008,534 (total of $12,508,534) was converted in full into 6,185,607
shares of senior redeemable convertible preferred shares of CBH at a conversion price of $2.0222 for each such preferred
share. Each preferred share may be converted into two shares of CBH Common Stock. Additionally, the exercise price of
$1.375 for the 12 million existing warrants exercisable into CBH Common Stock previously issued to and currently held by
RimAsia in connection with the extension of the loan financing (“Existing Warrants”) was lowered to $1.26 per share and
the term of the Existing Warrants extended to 4.5 years from the closing date. This was conditioned on CBH signing a
letter of intent for acquisition of a new company (or for the injection of the remaining 49% equity stake of Erye not already
owned by CBH) before January 15, 2008, having such acquisition closed before June 30, 2008 and then extended to
October 31, 2009. In connection therewith, the parties also entered into a registration rights agreement and certain other
agreements, and CBH issued an additional common stock purchase warrant and a modified common stock purchase
warrant. RimAsia has the right to convert such preferred shares back to a loan, to accelerate and foreclose back on all the
assets of CBH which would have a material adverse effect on the value of the CBH Common Stock, perhaps rendering
CBH insolvent.

The shares of CBH Common Stock are quoted on the Over the Counter Bulletin Board (“OTC Bulletin Board”) under
the symbol CHBP.OB.

Although to date CBH has been successful in developing its business and products, CBH faces many challenges
typically faced by a growing company, including limited access to capital, competition, research and development risks,
among many other risks. CBH'’s inability to overcome these risks could have an adverse effect on its operations, financial
condition and prospects. Investments in CBH may also be materially and adversely affected by the fluctuation of the
Renminbi.

CBH's principal executive offices are located at No. 859, Pan Xu Road, Suzhou, Jiangsu Province, China 215000.
CBH'’s telephone number is (86) 512 6855 0568.

Comparative Market Price Information and Dividend Information (Page [ 305])

NeoStem Common Stock trades on the NYSE Amex under the symbol “NBS.” NeoStem Common Stock traded on the
Over-the-Counter Bulletin Board under the symbol “NEOI” from August 31, 2006 to August 8, 2007, and traded under the
symbol “PHSM” from July 24, 2003 to August 30, 2006. CBH Common Stock
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began trading on the Over-the-Counter Bulletin Board on December 19, 2005, and is currently traded under the symbol
“CHBP.OB.” Upon completion of the Merger, CBH Common Stock will no longer trade on the Over-the-Counter Bulletin
Board.

The following table sets forth the high and low sales prices and high and low bid prices (as applicable) of NeoStem
Common Stock and CBH Common Stock for each quarterly period within the two most recent fiscal years, as reported by
the NYSE Amex and Nasdaq Trading and Market Services (as applicable) and the Over-the-Counter Bulletin Board,
respectively. Information set forth in the table below reflects inter-dealer prices without retail mark-up, mark-down, or
commission, and may not necessarily represent actual transactions.

NeoStem CBH

Common Stock Common Stock
2009 High Low High Low
First Quarter $ 108 $ 043 $ 0.14 $ 0.095
Second Quarter $ 272 $ 080 $ 029 $ 0.05
Third Quarter (through September 17, 2009) $ 220 $ 140 $ 030 $ 0.16
2008 High Low High Low
First Quarter $ 224 $ 118 $ 028 $ 0.5
Second Quarter $ 148 $ 041 $ 027 $ 0.14
Third Quarter $ 180 $ 070 $ 028 $ 0.17
Fourth Quarter $ 215 $ 041 $ 034 $ 0.09
2007 High Low High Low
First Quarter $ 800 $ 250 $ 1.00 $ 0.45
Second Quarter $ 640 $ 370 $ 047 $ 0.28
Third Quarter $ 765 $ 365 $ 042 $ 0.28
Fourth Quarter $ 475 $ 128 $ 051 $ 0.22

The following table sets forth the last sale prices of NeoStem Common Stock and CBH Common Stock as reported on
the NYSE Amex and the Over-the-Counter Bulletin Board, respectively, on (1) October 31, 2008, the last trading day
before the public announcement of the Merger and (2) October [__], 2009, the last trading day before the distribution of
this joint proxy statement/prospectus. We urge you to obtain current market quotations for the NeoStem Common Stock
and CBH Common Stock.

NeoStem CBH
Common Common Stock
Stock
October 31, 2008 $ 1.13 $ 0.11
October [__], 2009 $ -] 3 [

Structure of the Merger (Page [109])

In general terms, the proposed Merger involves the merger of CBH with and into Subco, which is a wholly-owned
subsidiary of NeoStem, with Subco as the surviving entity, pursuant to the terms and subject to the conditions set forth in
the Agreement and Plan of Merger. The Agreement and Plan of Merger provides that at the time of the Merger, the only
material assets of CBH will be CBH’s 51% ownership interest in Suzhou Erye Pharmaceuticals Company Ltd. (“Erye”), a
Sino-foreign joint venture with limited liability organized under the laws of the People’s Republic of China (“China” or the
“PRC”) and at least $550,000 cash, as more particularly described herein. To satisfy this condition, on September 4, 2009,
CBH transferred all issued and outstanding stock of its subsidiary CBC, which has no meaningful operation or assets, to a
trust for the benefit of CBH’s common stockholders.

Upon consummation of the Merger, NeoStem will own 51% of the ownership interests in Erye, and EET will own the
remaining 49% ownership interest. In connection with the execution of the Agreement and Plan of Merger, Subco and EET
have negotiated a revised joint venture agreement (the “Joint Venture Agreement”), which, subject to approval by the
requisite PRC governmental authorities, will become effective and will govern the rights and obligations with respect to
their respective ownership interests in Erye. Pursuant to
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the terms and conditions of the Joint Venture Agreement, dividend distributions to EET and Subco will be made in
proportion to their respective ownership interests in Erye; provided, however, that for the three-year period commencing
on the first day of the first fiscal quarter after the Joint Venture Agreement becomes effective, (i) 49% of undistributed
profits (after tax) will be distributed to EET and lent back to Erye by EET for use by Erye in connection with the
construction of a new plant for Erye; (ii) 45% of the net profit (after tax) will be provided to Erye as part of the new plant
construction fund, which will be characterized as paid-in capital for NeoStem'’s 51% interest in Erye; and (iii) 6% of the net
profit will be distributed to NeoStem directly for NeoStem’s operating expenses. In the event of the sale of all of the assets
of Erye or liquidation of Erye, NeoStem will be entitled to receive the return of such additional paid-in capital before
distribution of Eyre’s assets is made based upon the ownership percentages of NeoStem and EET, and upon an initial
public offering of Erye which raises at least 50,000,000 RMB (or approximately U.S. $7,300,000), NeoStem will be entitled
to receive the return of such additional paid-in capital.

Pursuant to the terms of the Merger, all of the shares of CBH Common Stock, issued and outstanding immediately
prior to the Effective Time will be converted into the right to receive, in the aggregate, 7,150,000 shares of NeoStem
Common Stock. Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by
RimAsia, a principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the
shares of CBH Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted
into the right to receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of
NeoStem Series C Preferred Stock, each with a liquidation preference of $1.125 per share and initially convertible into
9,086,124 shares of NeoStem Common Stock at an initial exercise price of $0.90, contingent upon RimAsia’s supplying
$1,600,000 in transaction funding pursuant to the terms of the Funding Agreement, of which RimAsia has already provided
approximately $1,000,000. Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain
of their affiliates, will give up their personal portions of the NeoStem Common Stock to be received in the Merger (an
aggregate of approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, the holder
of 49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions.

At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao. NeoStem will bear 50%
of up to $450,000 of CBH's expenses post-merger, and satisfaction of the liabilities of Messrs. Globus and Mao will count
toward that obligation.

For assistance in effecting the Merger, 125,000 shares of NeoStem Common Stock will be issued to EET. In addition,
an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng (an officer and director of
CBH, a director of Erye and a majority stockholder of EET) and Madam Zhang Jian (an officer and director of CBH, a
director of Erye and a majority stockholder of EET) in connection with the transactions contemplated by the Merger after
the receipt of all PRC approvals.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per share adjusted such that the aggregate exercise price of
the NeoStem Class E Warrant is the same as the aggregate exercise price of the warrant in effect immediately prior to the
Effective Time, or a holder may, in accordance with the terms of such holder’s warrants, elect to receive a cash payment
for their Existing CBH Warrants equal to the Black Scholes value of the warrant on the date of such request. While the
value underlying the amount of any such cash payment would be measured as of the date of any such warrantholder’s
request, the approximate maximum aggregate amount of all such cash payments, if such requests were made as of
August 25, 2009, would be approximately $77,000.

The transactions will require, among other things, the approval by the relevant PRC and other governmental
organizations of the Agreement and Plan of Merger, the Joint Venture Agreement, and the articles of
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incorporation of Erye. More specifically, the Agreement and Plan of Merger, and the Joint Venture Agreement, and the
articles of incorporation of Erye will need to be approved by the Suzhou Bureau of Foreign Trade and Economic
Cooperation Foreign Investment Administration Department and all other requisite authorities, and the articles of
incorporation of Eyre will need to be filed with and the new business license of Eyre will need to be issued by, the Suzhou
Administration of Industry and Commerce or other requisite authorities. The approval and registration process will normally
take approximately one month. There is no assurance that the requisite approvals and registrations can be obtained and
completed at a timely basis, if at all, or can be obtained and completed without the Agreement and Plan of Merger, and/or
the Joint Venture Agreement, and/or the articles of incorporation of Erye being amended or revised materially pursuant to
the requests of corresponding approval and/or registration authorities.

There can be no assurance the governmental approvals from the relevant PRC government authorities and other
governmental organizations will be received on a timely basis or at all. The parties understand that under PRC law, they
may not be able to obtain certain approvals until after closing.

The Terms of the Agreement and Plan of Merger

The Agreement and Plan of Merger, together with Amendment No. 1 dated as of July 1, 2009 and Amendment No. 2
dated as of August 27, 2009 are attached as Annex A to this joint proxy statement/ prospectus. All references to and
descriptions of the “Agreement and Plan of Merger” are references to and descriptions of the Agreement and Plan of
Merger as amended by the Amendment No. 1 dated as of July 1, 2009, and the Amendment No. 2 dated as of August 27,
2009, as such agreement may be further amended from time to time. We encourage you to read the Agreement and Plan
of Merger, as it is the legal document that governs the Merger.

Conversion of CBH Common Stock; Exchange Ratio (Page [136])

As soon as practical after the effectiveness of the Merger, each holder of CBH Common Stock shall be entitled to
receive as a distribution from CBH for each share of CBH Common Stock held by such CBH stockholder, a fraction of a
share of NeoStem Common Stock equal to the exchange ratio (as defined herein). The “exchange ratio” shall be equal to
the quotient of 7,150,000 divided by the sum of (x) the number of shares of CBH Common Stock outstanding at the
Effective Time, and (y) the number of shares of CBH Common Stock issuable upon exercise of in-the-money warrants of
CBH immediately prior to the Effective Time. Each holder of CBH Common Stock shall be entitled to receive, for each
share of CBH Common Stock held by such holder, 0.1921665 shares of NeoStem Common Stock, based upon the
exchange ratio as estimated at August 21, 2009.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per share adjusted such that the aggregate exercise price of
the NeoStem Class E Warrant is the same as the aggregate exercise price of the warrant in effect immediately prior to the
Effective Time, or a holder may, in accordance with the terms of such holder’s warrants, elect to receive a cash payment
for their Existing CBH Warrants equal to the Black Scholes value of the warrant on the date of such request.

The NeoStem Common Stock that holders of CBH Common Stock will be entitled to receive as a result of the Merger is
traded and quoted on the NYSE Amex under the market symbol “NBS.”

Conditions to the Merger (Page [140])

The obligations of CBH, NeoStem and Subco to consummate the Merger shall be subject to the satisfaction (or waiver
by each party, to the extent permitted by law) of the following conditions, among others:

* The Agreement and Plan of Merger, the Merger and the transactions contemplated thereby shall have been
approved and adopted by CBH's stockholders in the manner required by any applicable law, and the issuance of
the shares of the NeoStem securities to be issued pursuant to the Merger and the amendment of NeoStem'’s
Amended and Restated Certificate of Incorporation to increase the authorized preferred stock shall have been
approved by NeoStem'’s stockholders in the manner required by any applicable law.
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The SEC shall have declared effective the registration statement of which this prospectus/proxy statement forms a
part, and no stop order or similar restraining order suspending the effectiveness of such registration statement shall
be in effect and no proceedings for such purpose shall be pending before or threatened by the SEC or any state
securities administrator.

The shares of NeoStem Common Stock required to be issued pursuant to the Merger (including, without limitation,
the NeoStem Common Stock issuable upon the exercise of the Class E Warrants or conversion of the NeoStem
Series C Preferred Stock) shall have been approved for listing on the NYSE Amex or other stock exchange on
which the NeoStem Common Stock is listed or quoted, subject to official notice of issuance.

To the extent required by law, the Agreement and Plan of Merger, the Joint Venture Agreement and the articles of
incorporation of Erye shall have been approved by the relevant PRC and other governmental organizations and
shall be in full force and effect.

The result of any and all due diligence, including, but not limited to, legal due diligence, financial due diligence and
business due diligence, shall be satisfactory to NeoStem, in its sole discretion.

The obligations of NeoStem and Subco to consummate the transactions contemplated by the Agreement and Plan of
Merger shall be subject to the fulfillment (or waiver by NeoStem) of the following conditions, among others:

NeoStem shall have received a re-affirmation, in form and substance reasonably satisfactory to NeoStem, of an
opinion of vFinance previously provided to NeoStem to the effect that the terms of the Merger are fair to NeoStem’s
stockholders from a financial point of view.

NeoStem shall have received proof satisfactory to it that CBH has not less than $550,000 in unencumbered cash
available for distribution to NeoStem and has settled any and all payment obligations.

NeoStem shall have received evidence satisfactory to it that the transfer of stock equity in Erye contemplated by
the Agreement and Plan of Merger, the Joint Venture Agreement and the amended articles of incorporation of Erye
have been approved by the Suzhou Bureau of Foreign Trade and Economic Cooperation Foreign Investment
Administration Department and all other requisite authorities, and the amended articles of incorporation of Eyre has
been filed with and the new business license of Erye has been issued by, the Suzhou Administration of Industry
and Commerce or other requisite authorities; and that any and all requisite registrations with the China State
Administration of Foreign Exchange or its local offices shall have been made.

Erye shall have agreed to contribute to NeoStem 6% of the net annual income received by Erye, commencing with
the year ending December 31, 2009, in order to fund NeoStem'’s costs and expenses, including, without limitation
the costs and expenses incurred by NeoStem in connection with the transactions contemplated by the Agreement
and Plan of Merger.

NeoStem shall have received proof satisfactory to it that PRC national candidates for NeoStem board seats
reasonably acceptable to NeoStem have been identified by CBH or Erye and have indicated a willingness to serve.

NeoStem shall have received opinions of U.S. and PRC counsel to CBH and tax counsel to CBH regarding the
Merger, the tax-free status of the reorganization, the regulatory status of Erye and the disclosure in the registration
statement of which this joint proxy statement/prospectus forms a part.

NeoStem shall have received evidence of the satisfaction in full of any and all indebtedness for borrowed money
payable by CBH to Globus and/or Mao, along with evidence of the cancellation of CBH Series A Preferred Stock.

CBH shall have purchased a six-year prepaid “tail policy” on directors’ and officers’ liability insurance providing
substantially equivalent benefits as the current policy.

At least 15 days prior to Closing, CBH shall have caused Erye and EET to enter into binding agreements whereby
(a) Erye is bound to transfer the land and building for its principal manufacturing facility to EET or its affiliate for a
sum to be agreed upon by the parties, with such transfer reported
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and accounted for in the financial records of Erye and CBH prior to Closing, and (b) EET or its affiliate is bound to
lease such principal manufacturing facility back to Erye at a nominal fee for a term through the construction and
validation period of Erye’s new manufacturing facility and until such date as the new facility is completed and fully
operational, such that Erye is assured that there is no interruption of its operations by reason of such transfers and
agreements. All documents and accounting for such transactions shall be reasonably acceptable to NeoStem.

NeoStem shall have received evidence satisfactory to it that CBH has effected a sale, spin-off or other disposition
of CBC in a manner satisfactory to NeoStem, such that the only material assets and liabilities of CBH at the time of
the Merger will be CBH'’s 51% ownership interest in Erye and at least $550,000 cash, and CBH shall have no
liabilities except transaction related expenses of $450,000 or less. All documents and accounting for such
transaction shall be reasonably acceptable to NeoStem and shall include a full release in favor of NeoStem and its
affiliates from any and all claims or liabilities due or asserted to be due to CBC, Keyuan or any of their affiliates.
CBH shall take appropriate action to liquidate or extinguish any intercompany debt owed to CBH or Erye by CBC or
Keyaun or any of their affiliates. CBH and CBC have represented that CBC has de minimis value, if any.

The obligations of CBH to consummate the transactions contemplated by the Agreement and Plan of Merger shall be
subject to the fulfillment (or waiver by CBH) of each of the following conditions, among others:

CBH shall have received opinions of U.S. counsel to NeoStem and tax counsel to NeoStem regarding the Merger,
the tax-free status of the reorganization under US laws and the disclosure in the registration statement of which this
joint proxy statement/prospectus forms a part, but not with respect to the NeoStem Preferred Stock.

The NeoStem Board of Directors and stockholders shall have adopted an equity incentive compensation plan
reasonably satisfactory to the NeoStem and CBH.

NeoStem shall have delivered evidence, satisfactory to CBH, of the filing of the NeoStem certificate of designations
for the Series C Preferred Stock with the Secretary of State of the State of Delaware.

NeoStem or the surviving corporation shall pay for all reasonable transaction expenses.

Any of the conditions in the Agreement and Plan of Merger may be waived by the party benefited thereby, except those
conditions imposed by law.

In particular, NeoStem and CBH may determine to waive certain conditions of the Agreement and Plan of Merger
including but not limited to the following:

It is currently anticipated that under the laws of the PRC NeoStem and CBH will not be able to apply for and obtain
all requisite approvals from, and effect all registrations with, the PRC government authorities prior to closing and
therefore the parties will waive the condition that all requisite approvals from, and effective registrations with, the
PRC government authorities be obtained prior to closing. NeoStem and CBH plan to close the Merger prior to
obtaining all requisite approvals from, and effecting registrations with, the PRC government authorities, with the risk
that any delay in obtaining the necessary PRC government approvals or effecting the necessary registrations with
the PRC government may have a material adverse effect on the benefits of the Merger. In addition, as the parties
pursue the approval process with the PRC government authorities, such PRC government authorities may require
the parties to amend the terms (especially those terms relating to distribution and liquidation preference) of the Erye
joint venture agreement between NeoStem and EET or may attempt to impose an approximately 10% capital gains
tax on the transfer of ownership of the 51% interest in Erye, each of which could have a material adverse effect on
the benefits of the Merger.

In addition, NeoStem may determine to waive certain conditions of the Agreement and Plan of Merger, including but
not limited to the following:

CBH anticipates having $550,000 cash on hand at closing from proceeds of the LXB litigation. Receipt of those
proceeds may be delayed or may never be realized. In such event NeoStem may determine to close and seek to
recover such proceeds after closing.
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* NeoStem may determine that it is unable to obtain some or all releases from liabilities of CBC, and may determine
to close nonetheless and take the risk that creditors of CBC may make claims against it after closing.

« NeoStem may determine that there are alternatives to requiring CBH to transfer the Erye real estate to EET (and
incurring a loss thereon) that are preferable or acceptable to NeoStem.

WAIVER OF ANY CONDITIONS MAY SUBSTANTIALLY INCREASE THE RISKS AND/OR DECREASE THE BENEFITS
OF THE MERGER TO NEOSTEM. IN APPROVING THE ISSUANCE OF SHARES IN THE MERGER, THE
STOCKHOLDERS ARE AUTHORIZING NEOSTEM'S OFFICERS AND DIRECTORS TO WAIVE ANY CONDITIONS IN
FAVOR OF NEOSTEM IN THEIR DISCRETION.

Termination (Page [142])

Subject to certain exceptions, either NeoStem or CBH may terminate the Agreement and Plan of Merger if the Merger
is not completed by October 31, 2009, and in various other circumstances.

The Reasons the Boards of Directors of NeoStem and CBH Approved the Merger (Page [ 98])

The CBH Board of Directors and a special committee of the NeoStem Board of Directors each approved the Merger
based on a number of factors, including, among other things, their belief that the combination of Subco and CBH will
create a stronger, more successful company, with enhanced prospects for continued viability, and will provide the
stockholders of both NeoStem and CBH with the potential for more financial success than either company has on its own.

Each board of directors (or special committee thereof, as applicable) also considered separate reasons for the Merger.
The NeoStem Board of Directors considered, among other things, the potential that the Merger could open new markets,
distribution channels and capabilities for production of stem cell related products in the PRC. The CBH Board of Directors
considered, among other things, that in connection with the Merger: (i) CBH would be relieved of the burden of servicing
approximately $13.5 million of acquisition financing, as to which CBH'’s failure to do so has resulted in CBH's default under
the terms of such acquisition financing; (i) CBH security holders will be entitled to receive shares and other securities of
NeoStem, a NYSE Amex listed stem cell company with greater potential for market liquidity and for appreciation than
CBH; and (iii) that with added assets from CBH, NeoStem may be strengthened, with substantial revenue and net income
and GMP-certified plants in the PRC, and may be in a position to move to the next stage of growth.

Fees and Expenses (Page [144])

If the Agreement and Plan of Merger and the transactions contemplated thereby are not consummated, in general, all
fees and expenses incurred in connection therewith shall be paid by the party incurring such expenses, except that those
expenses incurred in connection with filing, printing and mailing this prospectus/joint proxy statement (including filing fees
related thereto but excluding legal and accounting fees and expenses) and related registration statement and the fees and
disbursements of any third party will be shared equally by NeoStem and CBH.

Interests of Certain Persons in the Merger (Page [103])
NeoStem

The Agreement and Plan of Merger gives the NeoStem Compensation Committee the authority to grant as bonuses
(the “Merger Bonus Shares”) an aggregate of 1,000,000 shares (or shares and options to purchase 1,000,000 shares, in
any combination) of NeoStem Common Stock to (i) its officers, consultants and advisors upon the Closing of the Merger
and (ii) such officers, significant employees and/or directors of Erye following the receipt of all PRC approvals and the
Closing of the Merger, as the Compensation Committee shall determine and to pay withholding taxes thereon. It has been
determined that the following persons will receive shares of NeoStem Common Stock pursuant to this authority: Robin L.
Smith (175,000 shares), Catherine M. Vaczy (150,000 shares), Shi Mingsheng (175,000 shares), Madam Zhang Jian
(175,000 shares), and two NeoStem consultants or advisors (an aggregate of 200,000 shares). Assuming the closing price
of the NeoStem Common Stock on the date of grant were $2.00, the amount of U.S. withholding taxes that NeoStem
would pay in connection with the grants as allocated to the individuals above would be approximately $841,000.
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Such Merger-related grants are discussed in detail in NeoStem Proposal No. 6, below, in the section “Issuance of Equity
Grants in Connection with the Merger,” and in NeoStem Proposal No. 7, below, in the section “Issuance of Equity Grants
in Connection with the Merger.” Grants under the 2009 Non-U.S. Plan will be subject to, among other things, stockholder
approval of the 2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law including any required registration
in the PRC.

The Agreement and Plan of Merger also provides that any or all NeoStem stock options outstanding immediately prior
to the Closing, in the sole discretion of the Compensation Committee, may be amended, cancelled and reissued or
otherwise modified so that the exercise price shall be adjusted to the greater of $0.80 or fair market value (to the extent
the exercise price exceeds such amount); provided that if NeoStem lowers the exercise price of eligible options to a fair
market value price that is greater than $0.80, NeoStem may also issue to any eligible optionee additional options, stock or
other consideration (including cash) such that the fair value of the overall consideration granted to such optionee is
generally equivalent, in the judgment of NeoStem’s Compensation Committee, to the value that would have been provided
if the exercise price had been reduced to $0.80. An amendment to the 2003 Equity Compensation Plan (the “2003 Plan”),
together with a Repricing (as defined below) of certain options and warrants (see below) and other related matters, are
presented for stockholder consideration in NeoStem Proposal No. 9 of this joint proxy statement/prospectus. Officers and
directors of NeoStem hold options issued under the 2003 Plan that will be included in the repricing to the extent such
options are outstanding on the effective date of the Merger.

The Agreement and Plan of Merger provides that the exercise price of certain outstanding warrants of NeoStem will be
reduced as provided for in a schedule. Certain officers and directors of NeoStem are holders of warrants to purchase
shares of NeoStem Common Stock at $8.00 per share, that will have their exercise prices reduced to approximately $6.18
per share. Such warrants are held by NeoStem officers and directors in the following quantities: Robin L. Smith (25,427),
Catherine M. Vaczy (2,000), Richard Berman (11,364) and Steven Myers (22,728).

Robin L. Smith, NeoStem’s Chairman and Chief Executive Officer, and Steven Myers, a member of NeoStem'’s Board
of Directors and Audit, Compensation and Nominating Committees, are holders of CBH Common Stock. Dr. Smith is the
beneficial owner of 389,966 shares of CBH Common Stock that were acquired commencing in 2005. Mr. Myers is the
beneficial owner of 285,714 shares of CBH Common Stock that were acquired in 2005. Based on the $2.03 closing price
of NeoStem Common Stock on September 18, 2009 and assuming conversion of CBH Common Stock into NeoStem
Common Stock in the Merger, the approximate transaction value of the holdings in CBH of each of Dr. Smith and Mr.
Myers would be $152,126 and $111,457, respectively. In the event the Merger is not timely approved and RimAsia elected
to convert certain of its preferred shares in CBH back to a senior secured loan Dr. Smith’s and Mr. Myers’ holdings in CBH
might be rendered virtually worthless. Accordingly, a special committee of NeoStem’s Board of Directors (initially
comprised of Mark Weinreb, Richard Berman and Joseph Zuckerman, and now comprised of Richard Berman, Joseph
Zuckerman and Drew Bernstein) was formed to provide an independent review of the proposed Merger, and such
committee has approved on behalf of the Company the execution of the Agreement and Plan of Merger and the
transactions contemplated thereby.

Certain options to purchase shares of NeoStem Common Stock held by Dr. Smith (380,000), Mr. Weinreb (20,000), Mr.
May (20,000) and Ms. Vaczy (20,000) are scheduled to vest upon the achievement of specific business milestones. These
milestones would be achieved upon consummation of the Merger and such options would vest provided they are
outstanding immediately prior thereto. See “Outstanding Equity Awards at Fiscal Year-End.” Additionally, options to
purchase shares of NeoStem Common Stock will be granted upon approval of NeoStem Proposals No. 1 and No. 6,
including to Dr. Smith (750,000), Mr. May (150,000) and Ms. Vaczy (100,000), and, upon the consummation of the Merger,
to Alan Harris (200,000), and options previously granted to Ms. Vaczy (100,000) will vest upon approval of NeoStem
Proposal No. 1.

CBH

Pursuant to the Agreement and Plan of Merger, Shi Mingsheng will be added to the Board of Directors of NeoStem
immediately after receipt of all PRC approvals and the Closing of the Merger. Currently, Shi Mingsheng is a Director of and
the Chief Operating Officer of CBH, the Chairman of the Board of Directors of Erye, and the Chairman of and a holder of
approximately two-thirds of EET (which is the holder of a 49%
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interest in Erye and a 100% interest in Fullbright Finance Limited, a greater than 5% beneficial owner of NeoStem and of
which Mr. Shi is also the Chairman).

At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao.

Madam Zhang and Shi Mingsheng, each an officer and director of CBH, will continue their existing employment
agreements with Erye post-Merger as general manager, and board chairman, respectively.

Madam Zhang and Shi Mingsheng will each receive 175,000 shares of NeoStem Common Stock as Merger Bonus
Shares after receipt of all PRC approvals and the Closing of the Merger. Such Merger-related grants are discussed in
detail in NeoStem Proposal No. 7, below, in the section “Issuance of Equity Grants in Connection with the Merger.” Grants
under the 2009 Non-U.S. Plan will be subject to, among other things, stockholder approval of the 2009 Non-U.S. Plan at
the NeoStem Special Meeting and applicable law including any required registration in the PRC. In addition, an aggregate
of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng and Madam Zhang Jian following receipt of
PRC Approvals in connection with the Merger.

Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain of their affiliates, will
give up their personal portions of the NeoStem Common Stock to be received in the Merger (an aggregate of
approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, which is the holder of
49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions.

Cai Jiangian, the mother of CBH Chief Executive Officer Chris Peng Mao and a CBH stockholder, serves as the PRC
Scientific Advisor to NeoStem pursuant to an April 23, 2009 Consulting Agreement with Shandong Life Science and
Technology Research Institute (“SLSI”), of which Ms. Cai Jiangian is President. It is anticipated that Cai Jiangian and SLSI
will continue in this role following the Merger. In return for the consulting services, NeoStem will pay SLSI an annual fee of
$100,000 and issue SLSI an aggregate of 250,000 warrants under the NeoStem, Inc. 2009 Non-U.S. Based Equity
Compensation Plan (the “2009 Non-U.S. Plan”), to become exercisable over approximately a two year period. In addition,
in connection with NeoStem’s expanding its relationship with SLSI in July 2009, NeoStem has agreed to grant to SLSI an
additional 100,000 shares under the 2009 Non-U.S. Plan. Grants under the 2009 Non-U.S. Plan will be subject to, among
other things, stockholder approval of the 2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law
including any required registration in the PRC.

In a private placement of units by NeoStem in November 2008, Fullbright Finance Limited (“Fullbright”), a corporation
organized in the British Virgin Islands and a wholly-owned subsidiary of EET (the principal shareholders of which are
Madam Zhang Jian, Chairman and Chief Financial Officer of CBH, Shi Mingsheng, Chief Operating Officer of CBH, and
Ding Weihua, a director of CBH), purchased 400,000 units for an aggregate consideration of $500,000, each unit
comprised of one share of NeoStem Common Stock and one redeemable five-year warrant to purchase one share of
NeoStem Common Stock at a purchase price of $1.75 per share, at a per-unit price of $1.25. In connection with Fullbright's
purchase of the units, EET borrowed $500,000 from RimAsia, and the units acquired by Fullbright were pledged to
RimAsia as collateral therefor. Further, in the June/July 2009 private placement (as defined and described below),
Fullbright acquired 64,000 shares of NeoStem Series D Stock (each Series D share being automatically convertible into
ten (10) shares of NeoStem Common Stock upon stockholder approval), together with warrants to purchase 640,000
shares of NeoStem Common Stock, which shares and warrants NeoStem understands have been pledged to RimAsia.

For information on additional interests of Shi Mingsheng and Madam Zhang Jian, each a current director of CBH, in the
Merger, see “Interests of Certain Persons in the Merger — NeoStem.”

RimAsia

Pursuant to the Agreement and Plan of Merger, Eric Wei, the managing partner of RimAsia, will be added to the
current Board of Directors of NeoStem immediately after the Effective Time.
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Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia and
partially to satisfy the approximately $1.6 million in transaction expenses advanced or to be advanced by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the shares of CBH
Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to
receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of NeoStem Series C
Preferred Stock, each with a liquidation preference of $1.125 per share and convertible into 9,086,124 shares of NeoStem
Common Stock at an initial exercise price of $0.90. In the event the Merger and the related transactions are not
consummated, RimAsia may not be able to recover some or all of the $1.6 million that it advanced to cover transaction
expenses.

In addition, Fullbright pledged the units it acquired in NeoStem’s November 2008 private placement (as defined and
described below) to RimAsia as collateral for the $500,000 loan made by Rim Asia to EET in connection therewith.
Further, in the April 2009 private placement (as defined and described below), RimAsia acquired 400,000 shares of
NeoStem Series D Stock (each Series D share being automatically convertible into ten (10) shares of NeoStem Common
Stock upon shareholder approval), together with warrants to purchase 4,000,000 shares of NeoStem Common Stock.
Additionally, as noted above, NeoStem understands that the shares and warrants purchased by Fullbright in the June/July
2009 Private Placement were pledged to RimAsia.

CBH has defaulted under the terms of an acquisition financing in the amount of approximately $13.5 million provided by
RimAsia. Such amount has been converted into CBH Series B Preferred Stock, subject to the condition that CBH merge
with another company meeting certain pre-agreed financial benchmarks or that is approved by RimAsia. If CBH does not
consummate such a merger, RimAsia has the right to convert such amount back into the original loan and accelerate
which would put CBH in immediate default and potentially in insolvency, and severely impair the value of CBH securities to
its holders. Through the Merger, NeoStem has agreed to assume the convertible preferred stock with modified rights given
to RimAsia, and eliminate the default risk. However, in the event the Merger is not consummated, RimAsia may not be
able to recover some or all of the approximately $13.5 million it is owed by CBH.

EET

125,000 shares of NeoStem Common Stock will be issued to EET or its designee for assistance in effecting the
Merger. In addition, an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng and
Madam Zhang Jian following receipt of PRC approvals in connection with the Merger. Further, an aggregate of 350,000
Merger Bonus shares will be issued to Shi Mingsheng and Madam Zhang Jian (175,000 each) after receipt of all PRC
approvals and the Closing of the Merger. Grants under the 2009 Non-U.S. Plan will be subject to, among other things,
stockholder approval of the 2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law including any
required registration in the PRC.

In connection with the closing of the Merger, in order to satisfy CBH'’s obligations under a Memorandum of
Understanding with EET, CBH shall have caused Erye and EET to enter into binding agreements whereby (a) Erye is
bound to transfer the land and building for its principal manufacturing facility to EET or its affiliate for a sum to be agreed
upon by the parties, with such transfer reported and accounted for in the financial records of Erye and CBH prior to
Closing, and (b) EET or its affiliate is bound to lease such principal manufacturing facility back to Erye at a nominal fee for
a term through the construction and validation period of Erye’s new manufacturing facility and until such date as Erye’s
new facility is completed and fully operational, such that Erye is assured that there is no interruption of its operations by
reason of such transfers and agreements. However, in the event the Merger and related transactions are not approved,
EET may not receive such land and building and EET may have to pursue other remedies to obtain the property to which it
is entitled pursuant to the Memorandum of Understanding between EET and CBH. The land and building have a book
value on CBH’s books of approximately $6.7 million (and an unknown estimated fair market value).

Pursuant to the Joint Venture Agreement between Sub Co. and EET, during the three year period commencing from
the first day of the first fiscal quarter after the Joint Venture Agreement becomes effective, 45%
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of the net profit after tax will be given to Erye, rather than distributed to NeoStem, to fund construction of Erye’s new plant,
thereby benefitting EET. Shi Mingsheng and Madam Jian own approximately 63% and 10%, respectively, of EET.

Pursuant to the Agreement and Plan of Merger, Shi Mingsheng will be added to the Board of Directors of NeoStem
immediately after the Effective Time (or the receipt of all PRC approvals if later following the Effective Time).

Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain of their affiliates, will
give up their personal portions of the NeoStem Common Stock to be received in the Merger (an aggregate of
approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, the holder of 49% of the
interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions. Additionally, it is
expected that an aggregate of 634,152 shares of NeoStem Common Stock will be transferred to Fullbright from three
entities currently holding CBH Common Stock upon the issuance of such shares in the Merger.

In a private placement of units by NeoStem in November 2008, Fullbright Finance Limited (“Fullbright”), a corporation
organized in the British Virgin Islands and a wholly-owned subsidiary of EET (the principal shareholders of which are
Madam Zhang Jian, Chairman and Chief Financial Officer of CBH and General Manager of Erye, Shi Mingsheng, Chief
Operating Officer of CBH and Chairman of Erye, EET, and Fullbright, and Ding Weihua, a director of CBH), purchased
400,000 units for an aggregate consideration of $500,000, each unit comprised of one share of NeoStem Common Stock
and one redeemable five-year warrant to purchase one share of NeoStem Common Stock at a purchase price of $1.75 per
share, at a per-unit price of $1.25. In connection with Fullbright's purchase of the units, EET borrowed $500,000 from
RimAsia, and the units acquired by Fullbright were pledged to RimAsia as collateral therefor. Further, in the June/July
2009 private placement (as defined and described below), Fullbright acquired 64,000 shares of NeoStem Series D Stock
(each Series D share being automatically convertible into ten (10) shares of NeoStem Common Stock upon stockholder
approval), together with warrants to purchase 640,000 shares of NeoStem Common Stock, which shares and warrants
NeoStem understands have been pledged to RimAsia.

Board Composition Following the Merger (Page [107] and Page [136])

Pursuant to the Agreement and Plan of Merger, NeoStem’s Board of Directors will be increased from five directors to
seven directors. Eric Wei will be added to the Board of Directors of NeoStem immediately after the Effective Time, and Shi
Mingsheng will be added to the Board of Directors immediately after the Effective Time (or the receipt of all PRC approvals
if later following the Effective Time). Three of the four directors elected at NeoStem'’s annual meeting held in May 2009
(Robin L. Smith, Richard Berman and Steven S. Myers) as well as the director appointed by the NeoStem Board of
Directors on June 9, 2009 (Drew Bernstein) will continue to serve. Edward C. Geehr has also been appointed to replace
Joseph Zuckerman, who has resigned as of the Effective Time. Therefore, the NeoStem Board of Directors will consist of
the following seven members promptly following the consummation of the Merger and the receipt of all PRC approvals:
Robin L. Smith (Chairman), current Chairman of the Board and Chief Executive Officer of NeoStem; Eric Wei, the
managing partner of RimAsia; Shi Mingsheng, a Director of and the Chief Operating Officer of CBH, the Chairman of the
Board of Directors of Erye, and a holder of approximately two-thirds of EET (which is the holder of a 49% interest in Erye
and a 100% interest in Fullbright Finance Limited, a greater than 5% beneficial owner of NeoStem); and Richard Berman,
Drew Bernstein, Steven S. Myers and Edward C. Geehr (the latter four are independent directors, as defined under the
NYSE Amex listing standards). In the event that NeoStem Proposal No. 8 attains stockholder approval at the NeoStem
Special Meeting and the NeoStem Board of Directors determines to file the Board Classification Amendment (as defined
therein) with the Secretary of State of the State of Delaware, NeoStem’s Board of Directors would be divided into three
separate classes of directors, as nearly equal in number as possible, with each respective class to serve a three-year
term. The classes would be elected on a rotating or staggered basis, with each class being elected at the annual
stockholder meeting coinciding with the expiration of that class’s term. For details regarding the proposed classification of
NeoStem’s Board, see NeoStem Proposal No. 8 of this joint proxy statement/prospectus.
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NeoStem believes, as its business moves into China, that it would also be desirable to have one or more independent
directors who reside in the PRC and have relevant experience. The Nominating Committee of NeoStem’s Board of
Directors intends to continue its search for such potential director candidates.

The Recommendations of the Board of Directors of NeoStem (Page [102]):

Robin Smith and Steven Myers hold shares of CBH Common Stock. Accordingly, a special committee of the NeoStem
Board of Directors, initially comprised of Mark Weinreb, Joseph Zuckerman and Richard Berman, which is now comprised
of Joseph Zuckerman, Richard Berman and Drew Bernstein, was formed to provide an independent review of the
proposed Merger, and such committee believes that that the proposed Merger is fair to, advisable for, and in the best
interests of NeoStem and its stockholders. In addition, the special committee as currently constituted approved
Amendment No. 1 to the Agreement and Plan of Merger dated as of July 1, 2009 and Amendment No. 2 to the Agreement
and Plan of Merger dated as of August 27, 2009, as being fair to, advisable for, and in the best interests of NeoStem and
its stockholders. The special committee of the NeoStem Board of Directors has unanimously voted to approve the terms
and provisions of the Agreement and Plan of Merger, and the full Board of Directors unanimously recommends that you
vote FOR the issuance of the NeoStem securities in connection with the Merger pursuant to the Agreement and Plan of
Merger.

The NeoStem Board of Directors believes that approving the amendment to NeoStem’s Amended and Restated
Certificate of Incorporation to increase the aggregate number of authorized shares of NeoStem preferred stock from
5,000,000 shares to 20,000,000 shares (and a corresponding increase in NeoStem’s total authorized shares from
505,000,000 to 520,000,000) is in the best interests of NeoStem and its stockholders, has unanimously voted to approve
the proposed amendment, and unanimously recommends that you vote FOR the approval of such amendment.

The NeoStem Board of Directors believes that the proposed issuance of NeoStem Common Stock in order to permit
the potential conversion of the Series C Convertible Preferred Stock into 9,086,124 shares of NeoStem Common Stock
upon the election of the holders thereof, is in the best interests of NeoStem and its stockholders. The NeoStem Board of
Directors has unanimously voted to approve such issuance and unanimously recommends that you vote FOR such
issuance of the NeoStem Common Stock.

The NeoStem Board of Directors believes that the proposed issuance of NeoStem Common Stock in order to permit (i)
the potential exercise of up to 13,932,512 warrants and (ii) the automatic conversion of the Series D Convertible Preferred
Stock into 12,932,510 shares of NeoStem Common Stock, together with the elimination of the restrictions set forth in the
Blocker Letter entered into by NeoStem and RimAsia, is in the best interests of NeoStem and its stockholders. The
NeoStem Board of Directors has unanimously voted to approve such issuance and unanimously recommends that you
vote FOR such issuance of the NeoStem Common Stock and the removal of the restrictions set forth in the Blocker Letter.

The NeoStem Board of Directors believes that approving an amendment to NeoStem’s Amended and Restated
Certificate of Incorporation to effect a reverse stock split of NeoStem Common Stock at a ratio within the range of 1:2 to
1:5, as determined by the NeoStem Board of Directors, solely in the event it is deemed by the NeoStem Board of Directors
necessary to maintain its listing with the NYSE Amex or to list the NeoStem Common Stock on any other exchange, is in
the best interests of NeoStem and its stockholders, has unanimously voted to approve the reverse split and unanimously
recommends that you vote FOR the approval of such amendment.

The NeoStem Board of Directors believes that approving the adoption of the amendment to the NeoStem, Inc. 2009
Equity Compensation Plan (the “2009 Plan”) to increase the number of shares of NeoStem Common Stock authorized for
issuance thereunder from 3,800,000 shares to 9,750,000 shares is in the best interests of NeoStem and its stockholders,
has unanimously voted to approve the amendment to the 2009 Plan, and unanimously recommends that you vote FOR
the approval of the amendment to the 2009 Plan.

The NeoStem Board of Directors believes that adopting the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation
Plan (the “2009 Non-U.S. Plan”) with respect to the 4,700,000 shares of NeoStem Common
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Stock authorized for issuance thereunder is in the best interests of NeoStem and its stockholders, has unanimously voted
to approve the adoption of the 2009 Non-U.S. Plan, and unanimously recommends that you vote FOR the adoption of the
2009 Non-U.S. Plan.

The NeoStem Board of Directors believes that approving an amendment to NeoStem’s Amended and Restated
Certificate of Incorporation to provide for the classification of the Board of Directors into three classes and certain related
provisions regarding the Board of Directors is in the best interests of NeoStem and its stockholders, has unanimously
voted to approve the proposed amendment, and unanimously recommends that you vote FOR the approval of such
amendment.

The NeoStem Board of Directors believes that (i) an amendment to NeoStem’s 2003 Equity Participation Plan (the
“2003 Plan”) to grant the NeoStem Board of Directors or an appropriate committee thereof the authority to reprice options,
(i) a one-time repricing of the exercise price of certain NeoStem options and warrants to purchase shares of NeoStem
Common Stock and (iii) giving the Board of Directors or an appropriate committee thereof discretion to issue certain cash
or equity awards in connection with the one-time repricing. The NeoStem Board of Directors has unanimously voted to
approve the amendment to the 2003 Plan and repricings and unanimously recommends that you vote FOR the approval of
the amendment and the repricings.

The NeoStem Board of Directors believes that approving the adjournment of the NeoStem Special Meeting, if
necessary, to solicit additional proxies, in the event that there are not sufficient votes at the time of the NeoStem Special
Meeting to approve the proposals submitted at the NeoStem Special Meeting is in the best interests of NeoStem and its
stockholders, has unanimously voted to approve the proposal and unanimously recommends that you vote FOR the
approval of this proposal.

The Recommendations of the Board of Directors of CBH (Page [102]):

The CBH Board of Directors believes that the Merger is fair to, advisable for, and in the best interests of CBH and its
stockholders, and will preserve value for stockholders and prevent a foreclosure by RimAsia on all of CBH's assets. More
specifically, CBH entered into an agreement with RimAsia whereby the principal amount of an $11.5 million loan owed to
RimAsia, plus unpaid interest, was converted into certain shares of senior redeemable convertible preferred shares of
CBH, conditioned on CBH signing a letter of intent for the acquisition of a new company (or for the injection of the
remaining 49% equity stake of Erye not already owned by CBH). Under the terms of the agreement as amended, the
acquisition must close before October 31, 2009. Through the Merger, NeoStem has agreed to assume the preferred stock
with modified rights given to RimAsia, and eliminate the default risk. However, if the Merger is not timely approved, CBH
will fail to comply with its agreement with RimAsia, which in turn may convert the preferred shares back to the original
senior secured loan (plus accrued interest and other amounts) in an amount of over $15 million. Based on CBH's financial
statements, CBH would not have the ability to repay RimAsia, and while it is difficult to predict the outcome of potential
collection efforts by RimAsia, it appears likely that an acceleration of the debt and foreclosure by RimAsia on CBH's assets
would have a material adverse effect on CBH’s common stock value.

CBH has unanimously voted to approve the Agreement and Plan of Merger, and unanimously recommends that you
vote FOR the adoption of the Agreement and Plan of Merger and approval of the Merger, including all transactions
contemplated thereby.

The CBH Board of Directors believes approving the adjournment of the CBH Special Meeting, if necessary, to solicit
additional proxies, in the event that there are not sufficient votes at the time of the CBH Special Meeting to approve the
proposals submitted at the CBH Special Meeting is in the best interests of CBH and its stockholders, has unanimously
voted to approve the proposal and unanimously recommends that you vote FOR the approval of this proposal.

Risk Factors Related to the Merger (Page [32])

THE MERGER AND THE BUSINESS OF THE COMBINED COMPANY INVOLVE A HIGH DEGREE OF RISK.
Government regulation in the People’s Republic of China may interfere with or prohibit all or certain of the
Company’s business initiatives in China, and NeoStem lacks any prior experience in doing business in China.
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The “Risk Factors” beginning on page [ 32] should be considered carefully by both NeoStem and CBH stockholders in
evaluating whether to approve the issuance of the NeoStem securities, in the case of the NeoStem stockholders, and
whether to approve the adoption of the Agreement and Plan of Merger, in the case of the CBH Stockholders. These risk
factors should be considered along with any other information included herein, including in conjunction with forward-
looking statements made herein.

The Stockholders’ Meetings (Pages [75] and [80])

The NeoStem Special Meeting will be held on October 29, 2009 at 11:00 a.m., local time, at the offices of NeoStem,
Inc. located at 420 Lexington Avenue, Suite 450, New York, NY 10170.

The CBH Special Meeting will be held on October 29, 2009 at 9:00 a.m., local time, at the offices of NeoStem, Inc.
located at 420 Lexington Avenue, Suite 450, New York, NY 10170.

Accounting Treatment

For accounting purposes, NeoStem will be the “accounting acquirer” of CBH. The Merger will be accounted for under
the “purchase” method of accounting. Under the purchase method of accounting, the assets and liabilities of CBH, as of
the completion of the Merger, will be recorded at their fair values and the excess of purchase price over the fair value of
net assets will be allocated to goodwill and any other applicable intangible assets.

Governmental Approval of the Merger (Page [133])

NeoStem and CBH have determined that filing of a notification under the HSR Act is not required in connection with the
Merger.

The transactions will require, among other things, the approval by the relevant PRC and other governmental
organizations of the Joint Venture Agreement and the articles of incorporation of Erye. More specifically, the Joint Venture
Agreement and the articles of incorporation of Erye will need to be approved by the Suzhou Bureau of Foreign Trade and
Economic Cooperation Foreign Investment Administration Department and all other requisite authorities, and the articles of
incorporation of Eyre will need to be filed with and the new business license of Eyre will need to be issued by, the Suzhou
Administration of Industry and Commerce or other requisite authorities. The approval and registration process will normally
take approximately one month. There is no assurance that the requisite approvals and registrations can be obtained and
completed at a timely basis, if at all, or can be obtained and completed without the Joint Venture Agreement and/or the
articles of incorporation of Erye being amended or revised materially pursuant to the requests of corresponding approval
and/or registration authorities.

There can be no assurance the governmental approvals from the relevant PRC government authorities and other
governmental organizations will be received on a timely basis or at all. The parties understand that under PRC law, they
may not be able to obtain certain approvals until after closing.

Appraisal Rights for NeoStem Stockholders and for CBH Stockholders (Page [83])

Under Delaware law, NeoStem stockholders do not have appraisal rights in connection with the issuance of the
securities of NeoStem in connection with the Merger.

Under Delaware law, the holders of CBH Common Stock will have appraisal rights and may be entitled to receive cash
equal to the fair market value of their CBH Common Stock. To do so, they must follow the procedures set forth under
Section 262 of the General Corporation Law of the State of Delaware. The text of Section 262 is attached as Annex B to
this joint proxy statement/prospectus.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the information in this joint proxy statement/prospectus, including the risk factors in this section, contains
forward-looking statements that involve risks and uncertainties. These statements relate to, among other things,
consummation of the Merger, future financial and operating results of the combined company and benefits of the pending
Merger. In many cases, you can identify forward-looking statements by terminology such as “may,” “will,” “should,”
“expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “potential,” or “continue,” or the negative of these terms
and other comparable terminology. These statements are only predictions. Actual results could differ materially from those
anticipated in these forward-looking statements as a result of a number of factors, including the risks factors described
below, elsewhere in this joint proxy statement/prospectus and in NeoStem’s and CBH's periodic filings with the SEC.
Before making a decision regarding the Merger, you should be aware that the occurrence of the events described in these
risk factors could harm NeoStem'’s business, operating results, and financial condition.
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RISK FACTORS

You should carefully consider the risks described below regarding the Merger, the Joint Venture Agreement and the
NeoStem business post merger, together with all of the other information included in this joint proxy statement/prospectus,
before making a decision about voting on the proposals submitted for your consideration.

Risks Related to the Merger

Following the Merger, a substantial portion of NeoStem’s assets will be located in the PRC and a substantial
portion of NeoStem'’s revenue will be derived from operations in the PRC. Since this is one of NeoStem’s first
ventures into the Chinese market, NeoStem’s operations may be subject to additional risks and uncertainties.

Because NeoStem does not have any experience in doing business in the PRC, our directors, officers, managers, and
employees will be encountering for the first time the economic, political, and legal climate that is unique to the PRC, which
may present risk and uncertainties to NeoStem'’s operations. Although in recent years the PRC’s government has
implemented measures emphasizing the use of market forces for economic reform, the reduction of state ownership of
productive assets and the establishment of sound corporate governance in business enterprises, a substantial portion of
productive assets in the PRC is still owned by the PRC’s government. In addition, the PRC’s government continues to play
a significant role in regulating industry development by imposing industrial policies. It also exercises significant control over
the PRC’s economic growth through the allocation of resources, controlling payment of foreign currency-denominated
obligations, setting monetary policy and providing preferential treatment to particular industries or companies.

There can be no assurance that the PRC’s economic, political or legal systems will not develop in a way that becomes
detrimental to our business, results of operations and prospects. NeoStem’s activities may be materially and adversely
affected by changes in the PRC’s economic and social conditions and by changes in the policies of the PRC’s
government, such as measures to control inflation, changes in the rates or method of taxation and the imposition of
additional restrictions on currency conversion.

Additional factors that NeoStem may experience in connection with having operations in the PRC that may adversely
affect NeoStem’s business and results of operations include the following:

« NeoStem may not be able to enforce or obtain a remedy under any material agreements.

* PRC restrictions on foreign investment could severely impair NeoStem’s ability to conduct its business or acquire or
contract with other entities in the future.

* Restrictions on currency exchange may limit NeoStem'’s ability to use cash flow most effectively or to repatriate our
investment and fluctuations in currency values could adversely affect operating results.

¢ Cultural, language and managerial differences may result in the reduction of our overall performance.
« Palitical instability in the PRC could harm NeoStem'’s business.

NeoStem plans to close upon the transactions contemplated by the Agreement and Plan of Merger prior to
obtaining all relevant and necessary governmental approvals from the relevant PRC government authorities. Any
delay in obtaining the necessary PRC government approvals or effecting the necessary registrations with the
PRC government authorities, any material amendments to the terms of the Erye joint venture agreement between
NeoStem and EET required by the PRC government authorities or any capital gains tax that the PRC government
authorities may attempt to impose may have a material adverse effect on the benefits of the Merger.

Pursuant to the Agreement and Plan of Merger, NeoStem will acquire, indirectly through NeoStem’s ownership in
Subco, a 51% ownership interest in Erye, with EET owning the remaining 49% ownership interest in Erye. Subco and EET
must enter into the Joint Venture Agreement to govern the rights and obligations of Subco and EET with respect to their
ownership in Erye. The Joint Venture Agreement, together with
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the articles of incorporation of Erye, must be delivered to the relevant PRC governmental organizations for inspection,
approval and registration, and the closing of the transactions contemplated by the Agreement and Plan of Merger are
contingent upon, among other things, obtaining all relevant and necessary governmental approvals and registrations from
the relevant PRC government authorities for the Joint Venture Agreement, the articles of incorporation and the
transactions contemplated thereby. NeoStem plans to waive such condition and close on the transactions contemplated
by the Agreement and Plan of Merger prior to obtaining the requisite PRC government approvals. Following
consummation of the Merger, there can be no assurance that all such relevant and necessary governmental approvals
from the relevant PRC government authorities can be obtained on a timely basis or at all.

NeoStem has incurred, and expects to continue to incur, significant costs and expenses in connection with the
proposed Merger. Any delay in obtaining the necessary PRC government approvals or effecting the necessary
registrations with the PRC government authorities, any material amendments to the terms (especially those terms relating
to distribution or liquidation preference) of the Erye joint venture agreement between NeoStem and EET required by the
PRC government authorities or any capital gains tax that the PRC government authorities may attempt to impose may
have a material adverse effect on the benefits of the Merger.

In addition to waiving the conditions that all requisite PRC government approvals be obtained, NeoStem may
waive certain conditions to the Merger, which may substantially increase the risks of the transaction.

NeoStem may determine to waive certain conditions of the Agreement and Plan of Merger, including but not limited to
the following:

¢ CBH anticipates having $550,000 cash on hand at closing from proceeds of the LXB litigation. Receipt of those
proceeds may be delayed or may never be realized. In such event NeoStem may determine to close and seek to
recover such proceeds after closing.

* NeoStem may determine that it is unable to obtain some or all releases from liabilities of CBC, and may determine
to close nonetheless and take the risk that creditors of CBC may make claims against it after closing.

« NeoStem may determine that there are alternatives to requiring CBH to transfer the Erye real estate to EET (and
incurring a loss thereon) that are preferable or acceptable to NeoStem.

Waiver of any conditions may substantially increase the risks and/or decrease the benefits of the Merger to NeoStem.
In approving the issuance of shares in the Merger, the shareholders are authorizing NeoStem'’s officers and directors to
waive any conditions in favor of NeoStem in their discretion.

The consummation of the Merger and related transactions is contingent upon the satisfaction of certain closing
conditions, and the failure or delay in satisfying such closing conditions could result in increased costs and
enhanced expenditure of resources or a decline in NeoStem’s or CBH'’s stock price.

The transactions contemplated by the Agreement and Plan of Merger are subject to the satisfaction of several closing
conditions. In order to consummate the Merger, the stockholders of NeoStem must approve both the issuance of securities
in connection with the Merger and the amendment to NeoStem’s Amended and Restated Certificate of Incorporation to
increase the number of authorized shares of NeoStem preferred stock and the CBH stockholders must approve the
Merger. In addition, in order to consummate the Merger, the shares of NeoStem Common Stock to be issued in connection
with the Merger must be authorized for listing on the NYSE Amex (or any other stock exchange on which shares of
NeoStem Common Stock are listed); approval by the relevant PRC and other governmental authorities of NeoStem’s
acquisition of 51% ownership interest in Erye, as described above, must be obtained; NeoStem must receive a re-
affirmation of the fairness opinion issued by vFinance; NeoStem shall have received evidence satisfactory to it that CBH
has effected a sale, spin-off or other disposition of CBC in a manner satisfactory to NeoStem and other customary closing
conditions set forth in the Agreement and Plan of Merger must be satisfied. There is no guarantee that such approvals will
be obtained or that such conditions will be satisfied.

Any failure to satisfy or delay in satisfying any condition to closing, could result in increased costs as a result of
additional efforts directed towards attempting to consummate the transactions, as well as decreased operational
performance pending the outcome of the efforts directed at completion of the transactions. Legal,
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accounting, and printing fees must be paid whether or not the Merger is consummated, and the amount of any or all of
these fees may be enhanced if there is any failure or delay in satisfying the closing conditions. Any such delays or failures
to satisfy conditions could materially adversely affect NeoStem’s and/or CBH'’s business, financial condition and results of
operations. In addition, a failure to complete the Merger, or a delay in completing any of the transactions contemplated
thereby, could result in a decline of the market price of NeoStem Common Stock to the extent that the relevant current
market price reflects a market assumption that the Merger will be completed.

Taxing authorities in the PRC may attempt to impose a capital gains tax on the transfer of the ownership of the
51% equity interest in Erye.

With respect to tax issues in the PRC, historically transactions involving the merger of two foreign (non-PRC)
companies, but that may result in the change in ownership of joint venture interests in the PRC such as those transactions
contemplated under the Agreement and Plan of Merger were not taxed by the taxing authorities in the PRC. However,
recently the taxing authorities in the PRC have levied capital gains tax at the rate of approximately 10% of the gain on a
few transactions whereby the change in ownership of joint ventures located in the PRC, whose primary business, unlike
Erye, is to own hard assets such as real estate or coal mines, are effected by the merger of foreign (non-PRC) companies.
There can be no assurance that the PRC taxing authorities will not impose a capital gains tax of approximately 10% of the
gain on the transfer of ownership of the 51% equity interests in Erye from CBH to NeoStem.

CBH'’s obligations to consummate the Merger and related transactions are, among other things, contingent upon
NeoStem'’s ability to cause shares of NeoStem Common Stock to continue to list on the NYSE Amex (or any other
stock exchange on which shares of NeoStem Common Stock are listed).

The obligations of CBH to consummate the Merger are predicated on a listing for the NeoStem Common Stock to be
issued in connection with the Merger. While this condition could be waived by the Board of Directors of CBH, there can be
no assurances that CBH would waive this condition if listing of the shares to be issued in the Merger were not obtained. In
connection with the Merger, NeoStem will be issuing more shares of NeoStem Common Stock and securities convertible
or exchangeable into NeoStem Common Stock than are currently outstanding. As such, the NYSE Amex takes the
position such a transaction is deemed a “reverse merger” pursuant to Section 341 of the Company Guide. Therefore, the
combined company will be eligible for continued listing on the NYSE Amex only if the post-transaction entity can meet the
standards for initial listing. There are a number of ways for NeoStem to satisfy the conditions for initial listing. Among other
criteria, most likely the common stock of the combined company would need to have a minimum market price of $2 per
share. In attempting to address the minimum price-per-share requirement, NeoStem is asking its stockholders to authorize
an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to allow for a reverse stock split within
the range of 1:2 to 1:5 (see NeoStem Proposal No. 5 of this joint proxy statement/prospectus). However, there can be no
guarantee that effecting such a reverse stock split would put the market price of the combined company’s common shares
above the requisite minimum for initial listing on the NYSE Amex. Furthermore, even if the NeoStem Common Stock
satisfies the minimum price per share threshold, there can be no guarantee that NeoStem could comply with the other
applicable Company Guide rules. For instance, on a pro forma basis, while NeoStem currently meets the initial listing
standards regarding the market value of its public float, this test will be determined based upon the market value of the
NeoStem Common Stock at the time of the Merger. Other tests which will be similarly impacted include stockholders equity
and market capitalization. NeoStem has filed with the NYSE Amex a new listing application relating to the post-transaction
combined company. There is no guarantee that the NYSE Amex will accept NeoStem'’s application relating to the post-
transaction combined company.

In the event the stock of the combined company were not listed with the NYSE Amex, there is no guarantee that the
combined company could satisfy the listing requirements necessary to list on any other public exchange. In such a
scenario, the Merger may not be consummated.
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Sales of substantial amounts of NeoStem Common Stock in the open market, or the availability of such shares for
sale, could adversely affect the price of NeoStem Common Stock and other securities, and this effect will be
exacerbated when certain currently outstanding options and warrants are re-priced upon the consummation of
the Merger.

There were 8,541,848 shares of NeoStem Common Stock outstanding as of August 21, 2009. Upon approval of
Proposal No. 4 of this joint proxy statement/prospectus, which seeks stockholder approval for the issuance of NeoStem
Common Stock to permit the automatic conversion of NeoStem’s Series D preferred stock issued in connection with the
private placements, there would be 21,474,358 shares of NeoStem Common Stock outstanding. Upon consummation of
the Merger, approximately 36,453,921 shares of NeoStem Common Stock will be outstanding, plus Series C preferred
stock convertible into another 9,086,124 shares.

There will be a similar increase in the number of options and warrants outstanding. There were options and warrants to
purchase 9,672,153 shares of NeoStem Common Stock outstanding as of August 21, 2009 (not including the warrants
issued in the Series D private placement). Upon approval of NeoStem Proposal No. 4 of this joint proxy
statement/prospectus, which seeks stockholder approval for the issuance of NeoStem Common Stock upon the exercise
of warrants issued in connection with the private placements, warrants to purchase an additional 12,932,512 shares of
NeoStem Common Stock would become exercisable, as well as the remaining portion of a warrant issued to RimAsia in
September 2008 to purchase 1,000,000 shares of NeoStem Common Stock. Upon consummation of the Merger, a total of
options and warrants to purchase approximately 27,843,025 shares of NeoStem Common Stock are anticipated to be
outstanding (including 1,810,000 options which are to be granted upon approval of NeoStem Proposals No. 1 and 6 or
upon Closing of the Merger, an additional 1,350,000 warrants which are to be granted upon approval of NeoStem Proposal
No. 7, and an aggregate of 495,000 options expected to be granted in the near term to certain members of our Medical
and Scientific Advisory Boards (including to the Chairman of our Scientific Advisory Board in his capacity as a consultant to
NeoStem) and to a new NeoStem executive officer, all of which when granted will be at an exercise price equal to fair
market value on the date of grant).

Further, effective upon the consummation of the Merger, NeoStem will reprice then currently outstanding options and
warrants to purchase up to an aggregate of approximately 2,834,809 shares of NeoStem Common Stock pursuant to the
terms of the Agreement and Plan of Merger. Options to purchase an aggregate of approximately 1,620,500 shares of
NeoStem Common Stock with a current range of exercise prices of $0.95 to $25.00 per share will be repriced to the
greater of $0.80 and fair market value on the date of closing of the Merger (to the extent that such options are outstanding
on the date of Closing of the Merger and that the respective exercise prices exceed the applicable amount). In connection
with such repricing, pursuant to the Agreement and Plan of Merger, NeoStem may also, in the sole discretion of the
Compensation Committee, grant to any or all respective holders of any such outstanding options that are eligible to be
repriced, additional stock, options or other consideration (including cash) such that the value of the overall consideration
granted to such optionee is generally equivalent to the value that would have been provided if the exercise price of such
options had been reduced to $.80. The effect of any such additional issuances cannot be determined at this time. Warrants
to purchase an aggregate of approximately 1,214,309 shares of NeoStem Common Stock with a current range of exercise
prices of $4.00 to $8.00 per share will be repriced to a range of approximately $3.82 to $6.18. After giving effect to the
repricing (but without giving effect to any potential additional issuances in connection with the option repricing, the
1,810,000 additional options to be granted upon approval of NeoStem Proposal Nos. 1 and 6 or upon the Closing of the
Merger, the 1,350,000 additional warrants to be granted upon approval of NeoStem Proposal No. 7, or the 495,000
additional options expected to be granted in the near term to NeoStem Medical and Scientific Advisory Board Members)
(including to the Chairman of our Scientific Advisory Board in his capacity as a consultant to NeoStem) and to a new
NeoStem executive officer, the private placement and the consummation of the Merger, the following securities that may
be exercised for, or are convertible into, shares of NeoStem Common Stock are currently anticipated to be outstanding:

¢ Stock options to purchase 4,383,300 shares of NeoStem Common Stock at an approximate weighted average
exercise price of approximately $1.88 per share. This assumes that, for illustration purposes
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only, 919,500 options with exercise prices of greater than $2.00 have their respective exercise prices reduced to
$2.00 per share (based on a hypothetical closing price of the NeoStem Common Stock on the NYSE Amex on the
date of repricing).

¢ Class A Warrants to purchase 635,000 shares of NeoStem Common Stock at an exercise price of $6.00 per share.
The Class A Warrants were issued in our public offering in August 2007.

e Class D Warrants to purchase up to 12,932,512 shares of NeoStem Common Stock at an exercise price of $2.50
per share.

¢ Class E Warrants to purchase up to 1,607,945 shares of NeoStem Common Stock at exercise prices from $6.50 (as
to 192,308 Class E Warrants) to $6.56 (as to 1,415,637 Class E Warrants) per share. The Class E Warrants will be
issued in connection with the Merger.

¢ Other Warrants to purchase 4,629,268 shares of NeoStem Common Stock at an approximate weighted average
exercise price of approximately $2.79 per share.

« NeoStem Series C Preferred Stock, initially convertible into up to 9,086,124 shares of NeoStem Common Stock at
a conversion price of $0.90 per share. The NeoStem Series C Preferred Stock will be issued in connection with the
Merger.

The vast majority of the outstanding shares of NeoStem Common Stock, as well as the vast majority of the shares of
NeoStem Common Stock that may be issued under our outstanding options and warrants, are or have the contractual right
to be registered or are otherwise not restricted from trading.

The issuance of NeoStem securities in recent private placements, and in connection with the Merger, will result in
a substantial dilution of the NeoStem Common Stock.

In connection with recent private placements, we issued our Series D preferred stock which, if NeoStem Proposal No.
4 is approved, will result in the issuance of 12,932,510 shares of Common Stock, plus warrants to buy another 12,932,512
shares will become exercisable. In connection with the Merger, we will be issuing 14,828,505 more shares of NeoStem
Common Stock and securities convertible or exchangeable into 10,694,069 more shares of NeoStem Common Stock than
are currently outstanding. The amount of NeoStem Common Stock for which NeoStem Proposals No. 1, 3 and 4 seeks
authorization for issuance (not including the removal of the blocker restriction on the warrant issued to RimAsia in
September 2008 to purchase 1,000,000 shares of NeoStem Common Stock) constitutes more than six times the number
of outstanding shares of NeoStem Common Stock as of August 21, 2009. These pending issuances of NeoStem Common
Stock will lead to a substantial dilution of the currently-outstanding shares of NeoStem Common Stock.

To illustrate the above, the following tables indicate basic and fully diluted ownership at August 21, 2009, (i) giving
effect to the Series D Convertible Redeemable Preferred Stock private placement, assuming that the proposals relating to
the conversion of the Series D Preferred and the exercisability of the Series D warrants have been approved and the
Series D Preferred has converted into NeoStem Common Stock, and (i) giving effect both to the Series D Convertible
Redeemable Preferred Stock private placement as described above and to the consummation of the Merger (including
stock bonuses to be issued as part of the Merger, options and warrants to be issued as described above, and assuming
that all Proposals set forth herein are approved):
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After Private Placement Conversions Basic % Fully %
Outstanding Diluted
Shares Ownership(®)
NeoStem — Current Public 5,886,147 27.4% 14,947,379 31.5%
Shareholders
NeoStem — Officer & Directors* 1,255,701 5.9% 3,857,037 8.1%
CBH — Current Public Shareholders — 0.0% — 0.0%
CBH - Officers & Directors* — 0.0% — 0.0%
EET/Fullbright 1,040,000 4.8% 2,080,000 4.4%
RimAsia 5,000,000 23.3% 10,000,000 21.1%
Enhance Biomedical Holding 4,000,000 18.6% 8,000,000 16.9%
Corporation
Series D Convertible Redeemable 4,292,510 20.0% 8,585,022 18.1%

Preferred Stock Private Placement
(excluding RimAsia, EET and
Enhance Biomedical)

21,474,358 100.0% 47,469,438 100.0%

* Includes ownership by spouses of officers and directors.

(1) “Fully-diluted ownership” includes all shares of NeoStem options, warrants and convertible securities outstanding,
whether or not currently exercisable or “in-the-money” based on market value as of August 21, 2009.

After Private Placement Conversions & Basic % Fully %
Merger Outstanding Diluted
Shares Ownership®)
NeoStem — Public Shareholders 6,278,465 17.2% 14,147,197 19.3%
NeoStem — Officer & Directors* () 1,669,284 4.6% 5,713,120 7.8%
CBH — Current Public Shareholders 4,163,778 11.4% 5,771,723 7.9%
CBH - Officers & Directors*(2(3) 356,957 1.0% 356,957 0.5%
EET/Fullbright)®) 4,234,918 11.6% 5,274,918 7.2%
RimAsia 11,458,009 31.4% 25,544,133 34.8%
Enhance Biomedical Holding 4,000,000 11.0% 8,000,000 10.9%
Corporation
Series D Convertible Redeemable 4,292,510 11.8% 8,585,022 11.7%

Preferred Stock Private Placement
(excluding RimAsia, EET and
Enhance Biomedical)

36,453,921 100.0% 73,393,070 100.0%

* Includes ownership by spouses of officers and directors.

(1) “Fully-diluted ownership” includes all shares of NeoStem options, warrants and convertible securities outstanding,
whether or not currently exercisable or “in-the-money” based on market value as of August 21, 2009.

(2) Includes an aggregate of 325,000 shares of NeoStem Common Stock to be issued as bonuses to current executive
officers of NeoStem upon consummation of the Merger pursuant to the Agreement and Plan of Merger, options to
purchase an aggregate of 1,550,000 shares of NeoStem Common Stock to be granted to executive officers and
directors of NeoStem upon shareholder approval or Closing of the Merger and the increase in the shares available
under the 2009 Plan, and an aggregate of 129,844 shares of NeoStem Common Stock to be issued to NeoStem’'s CEO
and a director upon consummation of the Merger in their capacity as holders of CBH Common Stock. Does not include
shares to be owned by Shi Mingsheng, currently a director of CBH and expected to be a director of NeoStem following
the Merger and to continue as Board Chairman of Erye following the Merger, or Madam Zhang Jian, currently a director
and CFO of CBH and expected to continue as General Manager of Erye following the Merger. All such
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shares are included in ownership of EET/Fullbright. Also does not include shares to be beneficially owned by Eric Wei,
currently expected to be a director of NeoStem following the Merger. All such shares are included in ownership of
RimAsia.

(3) Pursuant to an agreement among the parties, 1,822,432 shares of NeoStem Common Stock to be received by certain
CBH officers and directors (and certain affiliates thereof) will be transferred to Fullbright immediately upon the
consummation of the Merger (1,709,481 of which were to be received by certain CBH officers and directors), and are
not reflected in this table in the total shares of NeoStem Common Stock to be owned by CBH Officers & Directors
following the Merger.

(4) EET/Fullbright Basic Outstanding Shares consists of (i) 400,000 shares of NeoStem Common Stock owned by
Fullbright (a wholly-owned subsidiary of EET) prior to the Merger, (ii) 640,000 shares of NeoStem Common Stock
issuable upon conversion of 64,000 shares of Series D Preferred Stock purchased by Fullbright in June/July 2009, (iii)
1,822,432 shares of NeoStem Common Stock to be transferred to Fullbright by certain CBH officers and directors (and
certain affiliates thereof) and an aggregate of 634,152 shares of NeoStem Common Stock to be transferred to Fullbright
from three entities, in each case immediately upon consummation of the Merger, (iv) 125,000 shares of NeoStem
Common Stock to be issued to EET or its designees in the Merger, (v) an aggregate of 203,338 shares of NeoStem
Common Stock to be issued to Mr. Shi and Madam Zhang Jian upon PRC approval in connection with the Merger, and
(vi) 175,000 shares to be issued to each of Mr. Shi and Madam Zhang Jian (aggregate of 350,000) upon PRC approval
and consummation of the Merger as a bonus pursuant to the Agreement and Plan of Merger.

(5) EET/Fullbright Fully Diluted Ownership also includes (i) warrants to purchase 400,000 shares of NeoStem Common
Stock owned by Fullbright (a wholly-owned subsidiary of EET) prior to the Merger, and (ii) 640,000 shares of NeoStem
Common Stock issuable upon exercise of 640,000 Series D warrants purchased by Fullbright in June/July 2009.

This represents substantial dilution of the ownership interests and voting power of the current NeoStem stockholders.
As a result of the Series D Preferred Private Placements and the Merger, NeoStem'’s existing stockholders will not be able
to control the management or affairs of NeoStem, including the election of directors and approval of significant corporate
transactions.

The voting agreements do not insure that the signatories will timely vote in favor of the transactions described
herein.

While certain parties associated with NeoStem and CBH have entered into voting agreements supporting the
transactions contemplated hereby, there can be no assurance that all of them will comply with their contractual obligations
or vote in a timely manner as expected by us. In case certain of such parties decide to default in their obligations
thereunder, legal actions may be taken to enforce such contractual obligations, if their vote is otherwise required, which
could significantly delay the consummation of the transactions described herein and increase the costs involved.

Officers and directors of NeoStem will receive benefits that may have influenced them to support or approve the
Merger.

Some of the directors and officers of NeoStem have arrangements that give them interests in the Merger that are
different from the interests of the stockholders of NeoStem.

The Agreement and Plan of Merger acknowledges that in its discretion the Compensation Committee of NeoStem’s
Board of Directors may grant bonuses (the “Merger Bonus Shares”) of up to 1,000,000 shares or options under any equity
compensation plan in connection with the closing of the transactions under the Agreement and Plan of Merger and to pay
the applicable withholding taxes thereon. It has been determined that the following current executive officers of Neostem
will receive shares of NeoStem Common Stock pursuant to this authority: Robin L. Smith (175,000 shares) and Catherine
M. Vaczy (150,000 shares). Assuming the closing price of NeoStem Common Stock on the date of grant were $2.00 per
share the amount of U.S. withholding tax that NeoStem would pay in connection with all Merger Bonus Shares would be
approximately $841,000.

The Agreement and Plan of Merger also provides that options outstanding immediately prior to the closing of the
transactions under the Agreement and Plan of Merger to purchase shares of NeoStem Common Stock, in the sole
discretion of the Compensation Committee, may be amended, cancelled and reissued or
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otherwise modified so that the exercise price shall be adjusted to the greater of $0.80 or fair market value (to the extent
the exercise price exceeds either such amount); provided that if NeoStem lowers the exercise price to a fair market value
price that is greater than $0.80, NeoStem may also issue to any eligible optionee additional options, stock or other
consideration (including cash) such that the fair value of the overall consideration granted to such optionee is generally
equivalent, in the judgment of NeoStem’s Compensation Committee or Board of Directors, to the value that would have
been provided if the exercise price had been reduced to $0.80. An amendment to the 2003 Equity Compensation Plan (the
“2003 Plan”), together with a Repricing (as defined below) of certain options and warrants (see below) and other related
matters, are presented for stockholder consideration in NeoStem Proposal No. 9 of this joint proxy statement/prospectus.
Officers and directors of NeoStem hold options issued under the 2003 Plan that will be included in the Repricing to the
extent such options are outstanding on the effective date of the Merger.

The Agreement and Plan of Merger provides that the exercise price of certain outstanding warrants of NeoStem will be
reduced as provided for in a schedule. Certain officers and directors of NeoStem are holders of warrants to purchase
shares of NeoStem Common Stock at $8.00 per share, that will have their exercise prices reduced to approximately $6.18
per share. Such warrants are held by NeoStem officers and directors in the following quantities: Robin L. Smith (25,427),
Catherine M. Vaczy (2,000), Richard Berman (11,364) and Steven Myers (22,728).

Robin L. Smith, NeoStem’s Chairman and Chief Executive Officer, and Steven Myers, a member of NeoStem’s Board
of Directors and Audit, Compensation and Nominating Committees, are holders of CBH Common Stock. Dr. Smith is the
beneficial owner of 389,966 shares of CBH Common Stock that were acquired commencing in 2005. Mr. Myers is the
beneficial owner of 285,714 shares of CBH Common Stock that were acquired in 2005. Based on the $2.03 closing price
of NeoStem Common Stock on September 18, 2009 and assuming conversion of CBH Common Stock into NeoStem
Common Stock in the Merger, the approximate transaction value of the holdings in CBH of each of Dr. Smith and Mr.
Myers would be $152,126 and $111,457, respectively. In the event the Merger is not timely approved and RimAsia
converted certain of its preferred shares in CBH back to a senior secured loan Dr. Smith’s and Mr. Myers’ holdings in CBH
might be rendered virtually worthless. Accordingly, a special committee of NeoStem’s Board of Directors (initially
comprised of Mark Weinreb, Richard Berman and Joseph Zuckerman, and now comprised of Richard Berman, Joseph
Zuckerman and Drew Bernstein) was formed to provide an independent review of the proposed Merger, and such
committee has approved and recommended to the full Board of Directors the Agreement and Plan of Merger and the
transactions contemplated thereby.

Certain options to purchase shares of NeoStem Common Stock held by Dr. Smith (380,000), Mr. Weinreb (20,000), Mr.
May (20,000) and Ms. Vaczy (20,000) are scheduled to vest upon the achievement of specific business milestones. These
milestones would be achieved upon consummation of the Merger and such options would vest provided they are
outstanding immediately prior thereto. See “Outstanding Equity Awards at Fiscal Year-End.” Additionally, options to
purchase shares of NeoStem Common Stock will be granted upon approval of NeoStem Proposals No. 1 and No. 6,
including to Dr. Smith (750,000), Mr. May (150,000) and Ms. Vaczy (100,000), and, upon the consummation of the Merger,
to Alan Harris (200,000), and options previously granted to Ms. Vaczy (100,000) will vest upon approval of NeoStem
Proposal No. 1.

For the above reasons, certain of the directors and officers of NeoStem could be more likely to vote to approve the
terms of the Merger than if they did not have these interests. NeoStem stockholders should consider whether these
interests may have influenced these directors and officers to support or recommend the Merger. See “Interests of Certain
NeoStem Persons in the Merger,” beginning on page [103].

Officers and directors of CBH will receive benefits that may have influenced them to support or approve the
Merger.

Some of the directors and officers of CBH have arrangements that give them interests in the Merger that are different
from the interests of the stockholders of CBH. For example, at the Effective Time, NeoStem will issue 9,532 shares of
NeoStem Common Stock to Stephen Globus, a director of CBH, and 7,626 shares of NeoStem Common Stock to Chris
Peng Mao, the Chief Executive Officer of CBH, in exchange for the cancellation and the satisfaction in full of indebtedness
in the aggregate principal amount of $90,000, plus any and all accrued but unpaid interest thereon, and other obligations
of CBH to Messtrs. Globus and Mao.
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Madam Zhang (an officer and director of CBH, an officer of Erye and a significant shareholder of EET) and Shi
Mingsheng (an officer and director of CBH, a director of Erye and majority shareholder of EET) will each receive 175,000
shares of NeoStem Common Stock as Merger Bonus Shares after receipt of all PRC approvals and the closing of the
Merger. Such Merger-related grants are discussed in detail in NeoStem Proposal No. 7, below, in the section “Issuance of
Equity Grants in Connection with the Merger.” Grants under the 2009 Non-U.S. Plan will be subject to, among other
things, stockholder approval of the 2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law including any
required registration in the PRC. Madam Zhang and Shi Mingsheng shall also receive an aggregate of 203,338 shares of
NeoStem Common Stock upon the receipt of all necessary PRC approvals in connection with the Merger.

Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain of their affiliates, will
give up their personal portions of the NeoStem Common Stock to be received in the Merger (an aggregate of
approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, which is the holder of
49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions.

In a private placement of units by NeoStem in November 2008, Fullbright Finance Limited (“Fullbright”), a corporation
organized in the British Virgin Islands and a wholly-owned subsidiary of EET (the principal shareholders of which are
Madam Zhang Jian, Chairman and Chief Financial Officer of CBH, Shi Mingsheng, Chief Operating Officer and a director
of CBH, and Ding Weihua, a director of CBH), purchased 400,000 units for an aggregate consideration of $500,000, each
unit comprised of one share of NeoStem Common Stock and one redeemable five-year warrant to purchase one share of
NeoStem Common Stock at a purchase price of $1.75 per share, at a per-unit price of $1.25. In connection with Fullbright's
purchase of the units, EET borrowed $500,000 from RimAsia, and the units acquired by Fullbright were pledged to
RimAsia as collateral therefor. Further, in the June/July 2009 private placement (as defined and described below),
Fullbright acquired 64,000 shares of NeoStem Series D Stock (each Series D share being automatically convertible into
ten (10) shares of NeoStem Common Stock upon stockholder approval), together with warrants to purchase 640,000
shares of NeoStem Common Stock, which shares and warrants NeoStem understands were pledged to RimAsia.

For the above reasons, certain of the directors and officers of CBH could be more likely to vote to approve the terms of
the Merger than if they did not have these interests. CBH stockholders should consider whether these interests may have
influenced these directors and officers to support or recommend the Merger. See “Interests of Certain CBH Persons in the
Merger,” beginning on page [104].

RimAsia, currently a significant stockholder of CBH and NeoStem, will have received benefits that may have
influenced them to support or approve the Merger.

Pursuant to the Agreement and Plan of Merger, Eric Wei, the managing partner of RimAsia, will be added to the
current Board of Directors of NeoStem immediately after the Effective Time.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia and
partially to satisfy the approximately $1.6 million in transaction expenses advanced or to be advanced by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the shares of CBH
Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to
receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of NeoStem Series C
Preferred Stock, each with a liquidation preference of $1.125 per share and convertible into 9,086,124 shares of NeoStem
Common Stock at an initial exercise price of $0.90. In the event the Merger and the related transactions are not
consummated, RimAsia may not be able to recover some or all of the $1.6 million that it advanced to cover transaction
expenses.

In addition, Fullbright pledged the units it acquired in NeoStem’s November 2008 private placement (as defined and
described below) to RimAsia as collateral for the $500,000 loan made by RimAsia to EET in connection therewith. Further,
in the April 2009 private placement (as defined and described below), RimAsia acquired 400,000 shares of NeoStem
Series D Stock (each Series D share being automatically convertible into ten (10) shares of NeoStem Common Stock upon
stockholder approval), together with warrants to purchase 4,000,000 shares of NeoStem Common Stock.
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CBH has defaulted under the terms of an acquisition financing in the amount of approximately $11.5 million provided by
RimAsia. Such amount (together with interest then accrued, a total of approximately $12.5 million) was converted into
CBH Series B Preferred Stock, subject to the condition that CBH merge with another company meeting certain pre-agreed
financial benchmarks or that is approved by RimAsia. If CBH does not consummate such a merger, RimAsia has the right
to convert such amount back into the original loan plus additional amounts and accelerate which would put CBH in
immediate default and potentially in insolvency, and severely impair the value of CBH securities to its holders. Through the
Merger, NeoStem has agreed to assume the convertible preferred stock with modified rights given to RimAsia, and
eliminate the default risk. However, in the event the Merger is not consummated, RimAsia may not be able to recover
some or all of the amounts it would then be owed by CBH.

EET will receive benefits that may have influenced them to support or approve the Merger.

EET, its subsidiaries and its affiliates have arrangements that give them interests in the Merger that are different from
the interests of the stockholders of CBH or NeoStem. For example, three of the current directors of CBH, An Lufan, Liu
Xiaohao and Chris Peng Mao, and certain of their affiliates, will give up their personal portions of the NeoStem Common
Stock to be received in the Merger (an aggregate of approximately 1,882,432 shares) to Fullbright Finance Limited, a
wholly-owned subsidiary of EET which is the holder of 49% of the interests in Erye (“Fullbright”), to incentivize such
recipients to approve and/or assist with Merger-related transactions. Additionally, it is expected that an aggregate of
634,152 shares of NeoStem Common Stock will be transferred to Fullbright from three entities currently holding CBH
Common Stock upon the issuance of such shares in the Merger.

In a private placement of units by NeoStem in November 2008, Fullbright, a corporation organized in the British Virgin
Islands and a wholly-owned subsidiary of EET (the principal shareholders of which are Madam Zhang Jian, Chairman and
Chief Financial Officer of CBH, Shi Mingsheng, Chief Operating Officer and a director of CBH, and Ding Weihua, a director
of CBH), purchased 400,000 units for an aggregate consideration of $500,000, each unit comprised of one share of
NeoStem Common Stock and one redeemable five-year warrant to purchase one share of NeoStem Common Stock at a
purchase price of $1.75 per share, at a per-unit price of $1.25. In connection with Fullbright's purchase of the units, EET
borrowed $500,000 from RimAsia, and the units acquired by Fullbright were pledged to RimAsia as collateral therefore.
Further, in the June/July 2009 private placement (as defined and described below), Fullbright acquired 64,000 shares of
NeoStem Series D Stock (each Series D share being automatically convertible into ten (10) shares of NeoStem Common
Stock upon stockholder approval), together with warrants to purchase 640,000 shares of NeoStem Common Stock.

In addition, in connection with the Agreement and Plan of Merger, CBH will cause Erye and EET to enter into binding
agreements whereby (a) Erye is bound to transfer the land and building for its principal manufacturing facility to EET or its
affiliate for a sum to be agreed upon by the parties, with such transfer reported and accounted for in the financial records
of Erye and CBH prior to Closing, and (b) EET or its affiliate is bound to lease such principal manufacturing facility back to
Erye at a nominal fee for a term through the construction and validation period of Erye’s new manufacturing facility and
until such date as the new facility is completed and fully operational, such that Erye is assured that there is no interruption
of its operations by reason of such transfers and agreements.

For assistance in effecting the Merger EET will receive 125,000 shares of NeoStem Common Stock.

For the above reasons, certain of the directors and officers of CBH (who are also shareholders of EET, and therefore
have an interest in Fullbright and also its ownership in NeoStem securities), could be more likely to vote to approve the
terms of the Merger than if they did not have these interests. NeoStem stockholders and CBH stockholders should
consider whether these interests may have influenced these directors and officers to support or recommend the Merger.
See “Interests of Certain EET Persons in the Merger,” beginning on page [106].
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The fair value of the assets of CBH and Erye may not equal or exceed the fair value of the equities being offered
to the stockholders of CBH.

The consideration for the Merger is stated in a fixed number of shares of NeoStem Common Stock and NeoStem
Preferred Stock and warrants to purchase shares of Neostem Common Stock, and the value of the Merger has fluctuated
considerably based on the fluctuations of the price of the NeoStem Common Stock. The Agreement and Plan of Merger
does not allow for any adjustments in the amount of consideration to be given if there are significant changes in the value
of NeoStem’s equities. The closing prices of the NeoStem Common Stock since November 3, 2008, the date this
proposed Merger was announced, and August 21, 2009 has ranged between $0.42 and $2.53 and the value of this
transaction has ranged from $10.5 million to $63.3 million and the excess of purchase price over net deficit is currently
estimated to be approximately $23.8 million, based on the financial position of CBH at June 30, 2009 and the closing price
of the NeoStem Common Stock on June 25, 2009. We expect that the fair value of current assets and machinery and
equipment of Erye will approximate the book value of these assets and that the excess of purchase price over net deficit
will be assigned to Goodwill, land rights and intangible assets including patents and trademarks, customer lists, in process
research and development and any non-compete clauses. It possible that the amount of purchase price that is assigned to
Goodwill may not be equal to or less than the net present value of NeoStem’s share of Erye’s future cash flows. If the
initial amount of Goodwill determined at the date of the merger is in excess of Erye’s future cash flows then the Goodwill
asset will be judged to be impaired and an adjustment will be recognized immediately for the amount of such impairment.

The fairness opinion provided by vFinance is based on various assumptions and is subject to various limitations.

In its review and analysis and in formulating its opinion, vFinance, assumed and relied, without independent
verification, upon the accuracy and completeness of the financial and other information provided to it by NeoStem and
CBH, and assumed that the financial information was reasonably prepared on bases reflecting the best currently available
judgments and estimates of NeoStem’s and CBH’s management. vFinance has not assumed any responsibility for making
or obtaining an independent valuation or appraisal of the assets or liabilities of NeoStem or CBH, and no such independent
valuation or appraisal was provided to vFinance. The fairness opinion was rendered on April 1, 2009, prior to the dates of
Amendment No. 1 and Amendment No. 2 to the Agreement and Plan of Merger. NeoStem did not believe that the matters
set forth in such amendments were so material as to necessitate a revision of the fairness opinion, but will rely on the
condition that vFinance renew its fairness opinion prior to closing.

VFinance previously had a relationship with CBH and currently owns shares of CBH Common Stock and warrants
to purchase shares of CBH Common Stock which may influence their judgment in formulating the fairness
opinion.

CBH previously had a relationship with vFinance. CBH entered into an Engagement Letter dated February 22, 2006,
with vFinance, pursuant to which vFinance acted as private placement agent to offer and sell up to six million dollars
($6,000,000) worth of securities with a 20% over allotment option at the sole discretion of CBH and closed on a financing.
The engagement was for a term of sixty (60) days commencing upon the execution of the engagement letter by CBH,
which could be extended by mutual agreement. In consideration, CBH made the following aggregate payments to
vFinance and its selected dealers: (i) $697,000 in cash; (ii) the issuance of 50,000 shares of restricted common stock of
CBH; and (iii) warrants to purchase up to 538,614 shares of common stock of CBH at an exercise price of $1.26 per share,
expiring March 10, 2010. As of July 2, 2009, principals of vFinance continued to own 43,750 shares of common stock of
CBH and vFinance in its individual capacity continued to own warrants to purchase up to 204,763 (and together with its
principals, approximately 271,636) shares of common stock of CBH. vFinance’s (and its principals’) ownership of CBH
securities and previous relationship with CBH may influence its judgment in rendering the fairness opinion in connection
with the Merger. More specifically, based on the $2.03 closing price of NeoStem Common Stock on September 18, 2009
and assuming conversion of CBH Common Stock into NeoStem Common Stock in the Merger, the approximate
transaction value of the 43,750 shares of CBH Common Stock held by the principals of vFinance would be $17,068, and
the Black-Scholes value of the warrants held by vFinance and its principals would be approximately $315 in the aggregate.
In the event the
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Merger is not timely approved and RimAsia converted certain of its preferred shares in CBH back to a senior secured loan
and sought to exercise creditors remedies, the CBH securities held by vFinance and its principals might be rendered
worthless.

CBH and/or its affiliates may have unknown liabilities that would become liabilities of a subsidiary of the
combined company following the Merger.

There may be liabilities of CBH and/or its affiliates that are unknown at the current time and that may remain unknown
at the time of the consummation of the Merger. As a result of the Merger, any such unknown liabilities may become
liabilities of the combined company. In the event any such liabilities become known following the Merger, they may lead to
claims against a subsidiary of the combined company, including but not limited to lawsuits, administrative proceedings,
and other claims. Any such liabilities may subject the combined company to increased expenses for attorneys’ fees, fines,
litigation expenses, and expenses associated with any subsequent settlements or judgments. There can be no
assurances that such unknown liabilities do not exist. To the extent that such liabilities become known following the
Merger, any such liability-related expenses may materially impact the combined company’s profitability and results of
operations.

Cultural, language and managerial differences may result in the reduction of our overall performance.

While Chinese mergers and acquisitions are increasing in frequency, assimilating cultural, language and managerial
differences remains problematic. Friction may result due to the consolidation of management teams from different cultural
backgrounds. In addition, errors arising through language translations may cause miscommunications relating to material
information, which could adversely affect our business operations. These factors may make the management of our
operations in China more difficult.

The volatility of the market price of NeoStem Common Stock may reduce the value of the NeoStem shares
received in the Merger by CBH stockholders.

The price of NeoStem Common Stock has fluctuated in the past and may be more volatile in the future. Factors such
as the announcements of government regulation, new products or services introduced by us or by our competition,
healthcare legislation, trends in health insurance, litigation, fluctuations in operating results, our success in
commercializing our business, market conditions for healthcare stocks in general as well as economic recession could
have a significant impact on the future price of NeoStem Common Stock. The historically low volume of trading in
NeoStem Common Stock has made it more vulnerable, and it may continue to be more vulnerable, to rapid changes in
price in response to market conditions. Accordingly, you should obtain recent market quotations for NeoStem Common
Stock in order to assess the market value of the NeoStem securities that will be issued in connection with the Merger. If
the market price of NeoStem Common Stock declines prior to the closing of the Merger, the value of the NeoStem
securities to be received by stockholders of CBH in the Merger will be reduced.

Future sales of NeoStem Common Stock issued in connection with the Merger may depress NeoStem’s stock
price.

The shares of NeoStem Common Stock issued to CBH security holders, including RimAsia, will be freely tradable in
the public market; provided, however that many of such shares shall be prohibited from being sold through the expiration
of the six-month period immediately following the consummation of the Merger pursuant to the terms of lock-up and voting
agreements with NeoStem. The market price of NeoStem Common Stock could fall in response to sales of a large number
of shares of NeoStem Common Stock in the market after the Merger or in response to the perception that sales of a large
number of shares could occur. In addition, these sales could create the perception by the public of difficulties or problems
with NeoStem’s products and services. As a result, these sales also might make it more difficult for NeoStem to sell equity
or equity-related securities in the future at a time and price that its board of directors deems appropriate.

If the necessary approvals for the Merger are not obtained and the Merger is not consummated, CBH will fail to
comply with its agreement with RimAsia, which may cause irreparable damage to CBH'’s business and
operations.

On November 19, 2007, CBH entered into an agreement (the “Agreement”) with RimAsia as a follow-up to letters of
intent signed on July 14, 2007 and August 2, 2007, under which, among other things,
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the principal amount of the $11.5 million loan owed to RimAsia in connection with the acquisition of Enshi, plus unpaid
interest of $1,008,534 (total of $12,508,534), was converted in full into 6,185,607 shares of senior redeemable convertible
preferred shares of CBH (“Preferred Shares”) at a conversion price of $2.0222 per Preferred Share. This was conditioned
on CBH signing a letter of intent for acquisition of a new company (or for the injection of the remaining 49% equity stake of
Erye not already owned by CBH) before January 15, 2008, having such acquisition closed before June 30, 2008, then
extended to January 1, 2009 and then extended to October 31, 2009. If CBH fails to obtain the necessary approvals for the
Merger and the Merger is not consummated, then CBH will fail to comply with its Agreement with RimAsia, which in turn
may convert the Preferred Shares back to the original senior secured loan plus additional amounts, accelerate and
foreclose back on CBH's assets causing irreparable damage to CBH's business and operations and having a material
adverse effect on the value of the CBH Common Stock, perhaps rendering CBH insolvent.

The rights of holders of CBH Common Stock will change as a result of the Merger.

Following the Merger, holders of CBH Common Stock and some of the holders of CBH Preferred Stock outstanding
immediately prior to the Merger will become holders of NeoStem Common Stock and NeoStem Preferred Stock. There are
differences between the rights of NeoStem stockholders under NeoStem’s Amended and Restated Certificate of
Incorporation and bylaws, as amended, and the rights of CBH stockholders under CBH'’s certificate of incorporation and
bylaws, each as amended. As a result of these differences, the holders of CBH common and preferred stock may have
less control over corporate actions proposed to be taken by NeoStem than those holders had over corporate actions
proposed to be taken by CBH. For more information, see “Comparison of Rights of Holders of NeoStem Common Stock
and CBH Common Stock,” beginning on page [146].

Upon consummation of the Merger, CBH stockholders will cease to own a direct interest in CBH and will be
unable to directly benefit from any future growth of CBH.

If the merger is consummated, CBH shareholders will cease to own a direct interest in CBH. Instead, they will own
shares of NeoStem common stock and CBH will be a wholly-owned subsidiary of NeoStem. Any increase in the value of
CBH assets should theoretically be reflected as an increase in value of NeoStem, but there will not be a direct correlation
as to the amount of increased value.

Failure to successfully integrate CBH into our business could prevent us from realizing some or all of the
anticipated benefits of the Merger.

We expect to gain certain benefits from the Merger, including increased revenues, market penetration in CBH'’s product
areas and certain operating efficiencies and synergies. Achievement of these expected benefits will depend in part on how
we manage the integration of the CBH business into our operations. The challenges we may face in connection with these
integration efforts include combining and simplifying product and service offerings, customer plans and sales and
marketing approaches. If we are not successful in integrating the CBH business in a cost-effective manner, we may not
realize any or all of the anticipated benefits of the Merger and our financial results may be adversely affected.

Risks Related to the Joint Venture Agreement

Erye has a limited history of earnings.

Erye has only a limited history of earnings. Although Erye earned $8,140,000 in net income for the year ended
December 31, 2008, Erye had incurred a net loss of $3,142,000 for the year ended December 31, 2007. Erye’s continued
development depends on stabilizing and streamlining its operation, relocating to the new factory that is now under
construction, continuing the research and development for more selected new drug projects and building up a sales
network for new drug distribution. There can be no guarantees that Erye will be profitable, which would jeopardize any
potential value to be realized from the Joint Venture Agreement.

Even if Erye is profitable, NeoStem will be entitled to receive only 6% of the net profits of Erye for a three-year
period commencing on the first day of the fiscal quarter after the consummation of the Merger, which could
adversely affect NeoStem'’s results of operations.

Upon consummation of the transactions contemplated by the Merger, NeoStem will own 51% of the ownership
interests in Erye, and EET, will own the remaining 49% ownership interest. Pursuant to the terms
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and conditions of the Joint Venture Agreement, dividend distributions to EET and NeoStem will be made in proportion to
their respective ownership interests in Erye; provided, however, that for the three-year period commencing on the first day
of the first fiscal quarter after the Joint Venture Agreement becomes effective, (i) 49% of undistributed profits (after tax) will
be distributed to EET and lent back to Erye by EET for use by Erye in connection with the construction of a new plant for
Erye; (ii) 45% of the net profit (after tax) will be provided to Erye as part of the new plant construction fund, which will be
characterized as paid-in capital for NeoStem’s 51% interest in Erye; and (iii) 6% of the net profit will be distributed to
NeoStem directly for NeoStem'’s operating expenses. There can be no assurance that Erye will become profitable
following the consummation of the Merger, if at all, or that NeoStem will ever receive any distributions from Erye
whatsoever.

The income obtained by NeoStem as a shareholder of Erye from the relocation of Erye will be transferred to EET,
which could adversely affect NeoStem’s results of operations.

Pursuant to the terms of the Joint Venture Agreement, after the relocation of Erye, the old plant shall cease all its
current business and all income in the form of relocation compensation by the government, and total payments generated
from any lease or transfer to third party shall be vested in EET, which could adversely affect NeoStem'’s results of
operations. Furthermore, prior to the closing of the Merger, CBH, in order to satisfy its obligations under a Memorandum of
Understanding with EET, shall have caused Erye and EET to enter into binding agreements whereby (a) Erye is bound to
transfer the land and building for its principal manufacturing facility to EET or its affiliate for a sum to be agreed upon by
the parties, with such transfer reported and accounted for in the financial records of Erye and CBH prior to Closing, and (b)
EET or its affiliate is bound to lease such principal manufacturing facility back to Erye at a nominal fee for a term through
the construction and validation period of Erye’'s new manufacturing facility and until such date as Erye’s new facility is
completed and fully operational, such that Erye is assured that there is no interruption of its operations by reason of such
transfers and agreements. Therefore, NeoStem will not receive such real estate assets (which appears on the balance
sheet of CBH as of June 30, 2009) in the Merger.

Erye, and therefore NeoStem as a shareholder of Erye, may be subject to tax liability as a result of the transfer of
real estate assets from Erye to EET.

As discussed above, prior to the closing of the Merger, CBH, in order to satisfy its obligations under a Memorandum of
Understanding with EET, must cause Erye to transfer certain real estate assets to EET, the transfer of which may be a
taxable event under PRC tax laws. EET has agreed to indemnify Erye and NeoStem against any tax liability that may
result from such transfer of real estate assets. However, should such transfer of real estate assets be ultimately construed
to be taxable, there is a risk that if EET is unable or unwilling to pay the resultant tax liability pursuant to EET's
indemnification obligations, NeoStem would bear the liability to pay such resultant tax liability.

Many terms of the Joint Venture Agreement, as well as the location of its operations, limit NeoStem’s ability to
unilaterally effect major decisions regarding or changes to Erye’s business, which could adversely affect
NeoStem’s business.

Pursuant to the Joint Venture Agreement, Erye’s Board of Directors shall be comprised of two individuals designated
by EET and three individuals designated by NeoStem; provided, that one of the positions designated by NeoStem shall be
assumed by the member of the NeoStem Board of Directors designated by EET. Pursuant to the terms of the Joint
Venture Agreement, the affirmative vote of all of the Erye Board of Directors is required for several major decisions of Erye
including the amendment of the Joint Venture Agreement or Articles of Association of Erye, the termination or dissolution
of Erye, increase or reduction of the registered capital of Erye and merger or spin-off of Erye. Pursuant to the terms of the
Joint Venture Agreement, the affirmative vote of more than 75% of the Erye Board of Directors is required for several
major decisions of Erye, including, among others, the disposition of all material assets of Erye, a change of more than 50%
of the equity interest in Erye (which under PRC law requires the affirmative vote of all of the members of Erye Board of
Directors), changes in more than 50% of the directors of Erye within any consecutive 24 month period, decisions on the
material strategy and operation and development of Erye and the entrance in to
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related party transactions with Erye’s shareholders and their affiliates. In addition, since many of Erye’s officers will reside
in China and NeoStem's officers reside in the United States, Erye’s officers will manage the day-to-day operations of Erye
with limited participation from NeoStem.

Some terms of the Joint Venture Agreement limit NeoStem’s ability to consummate future acquisitions and
investments in chemical drug manufacturing companies, which could adversely affect NeoStem’s business.

Pursuant to the terms of the Joint Venture Agreement, prior to the investment by NeoStem in any chemical drug
manufacturing company that competes directly with the business of Erye, NeoStem must obtain the consent from Erye.
NeoStem shall consult with Erye prior to introducing any new small molecule drug in China with respect to whether it can
be produced more cheaply or efficiently by Erye. There can be no assurance that Erye will give its consent to NeoStem’s
investment in any chemical drug manufacturing company, which could adversely affect the development of NeoStem’s
business.

The effectiveness of the Joint Venture Agreement is subject to approval of competent PRC government
authorities.

Under PRC laws, the Joint Venture Agreement cannot become effective unless and until, among other things, being
approved by competent PRC government authorities. Therefore, the terms and conditions in the Joint Venture Agreement
cannot take effect until the Joint Venture Agreement is approved by the Suzhou Foreign Trade and Economic Cooperation
Bureau or other requisite authorities. NeoStem plans to close the transactions contemplated by the Agreement and Plan of
Merger prior to receiving such government approvals. There is no assurance that the requisite approval can be obtained
and completed at a timely basis, if at all, or can be obtained and completed without the Joint Venture Agreement being
amended or revised materially pursuant to the requests of corresponding approval and/or registration authorities. Any
delay in obtaining the necessary PRC government approvals or effecting the necessary registrations with the PRC
government authorities, any material amendments to the terms of the Erye joint venture agreement between NeoStem and
EET required by the PRC government authorities or any capital gains tax that the PRC government authorities may
attempt to impose may have a material adverse effect on the benefits of the Merger.

Risks Related to the Combined Company

The following section describes risks related to the business of NeoStem following consummation of the Merger.
Unless otherwise indicated in this section, references to “NeoStem”, “we”, “us” or “our company” in this section of the risk
factors refer to the combined company.

Risks Related to Doing Business in China

A substantial portion of NeoStem’s assets are located in the PRC and a substantial portion of NeoStem'’s revenue will
be derived from operations in the PRC. In addition to the Erye business, which has operated in China for more than 50
years, we are beginning to pursue new business opportunities in China, and it is expected that our business will develop an
increasingly significant presence in China. Please consult the “Business Overview” section of this Registration Statement
on Form S-4, which contains a discussion of our new initiatives in China. Because China’s economy, laws, regulations and
policies are different from those typically found in the west and are continually changing, we will face risks including those
summarized below:

A substantial portion of our assets are now located in the PRC and a substantial portion of our revenue will be
derived from operations in the PRC. Since NeoStem is unfamiliar with managing business operations in China,
our operations may be subject to additional risks and uncertainties.

Because NeoStem does not have experience in doing business in the PRC, NeoStem'’s directors, officers, managers,
and employees will be encountering for the first time the economic, political, and legal climate that is unique to the PRC,
which may present risk and uncertainties to NeoStem’s operations. Although in recent years the PRC government has
implemented measures emphasizing the use of market forces for economic reform, the reduction of state ownership of
productive assets and the establishment of sound corporate governance in business enterprises, a substantial portion of
productive assets in the PRC is still owned by the PRC’s government. In addition, the PRC’s government continues to play
a significant role in regulating industry development by imposing industrial policies. It also exercises significant control over
the PRC’s economic
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growth through the allocation of resources, controlling payment of foreign currency-denominated obligations, setting
monetary policy and providing preferential treatment to particular industries or companies. There can be no assurance that
the PRC’s economic, political or legal systems will not develop in a way that becomes detrimental to our business, results
of operations and prospects. Our activities may be materially and adversely affected by changes in the PRC’s economic
and social conditions and by changes in the policies of the PRC’s government, such as measures to control inflation,
changes in the rates or method of taxation and the imposition of additional restrictions on currency conversion.

Many industries in China are subject to government regulations that limit or prohibit foreign investments in such
industries, which may limit our ability to control our current China-based businesses, as well as our ability to
participate in new ventures and expand further into the Chinese market.

The Chinese government has imposed regulations in various industries, such as publishing, media, market research,
medical research (including the stem cell business) and social research industries, that would limit foreign investors’ equity
ownership or prohibit foreign investments altogether in companies that operate in such industries. As a result, our ability to
control our existing China-based businesses as well to partake in new ventures and expand further in to the Chinese
market may be limited.

Further, many of the rules and regulations that companies face in China are not made public. If new laws or regulations
or policies forbid foreign investment in industries in which we want to complete a business combination, they could
severely impair our choice of candidate pool of potential target businesses. Additionally, if the relevant Chinese authorities
find us or the target business with which we ultimately complete a business combination to be in violation of any existing or
future Chinese laws or regulations, they would have broad discretion in dealing with such a violation, including, without
limitation:

« levying fines;

¢ revoking our business and other licenses;

«  requiring that we restructure our ownership or operations; and
* requiring that we discontinue any portion or all of our business.

In order to comply with PRC regulatory requirements, we operate our China-based businesses, with the
exception of the Erye business, through companies with which we have contractual relationships but in which we
do not have controlling ownership. If the PRC government determines that our agreements with these companies
are not in compliance with applicable regulations, our business in the PRC could be adversely affected.

The Chinese government does not permit foreign direct investment in stem cell research and development businesses.
Accordingly, we operate our stem cell-related businesses in China through two VIEs that are owned principally or
completely by certain of PRC employees of the WFOE. We control these companies and operate these businesses
through contractual arrangements with the respective companies and their individual owners, but we have no direct equity
control over these companies. Although other foreign companies have used VIE structures similar to ours and such
restrictions and arrangements are not uncommon in other PRC companies, the application of a VIE structure to control
companies in a sector in which foreign direct investment is specifically not permitted carries heightened risks.

We cannot be sure that the PRC government would view our operating arrangements to be in compliance with PRC
regulatory requirements, with existing policies or with requirements or policies that may be adopted in the future. If we are
determined not to be in compliance, the PRC government could revoke the business license of the WFOE, require us to
discontinue or restrict our operations, restrict our right to collect revenues, require us to restructure our business, corporate
structure or operations, impose additional conditions or requirements with which we may not be able to comply, impose
restrictions on our business operations or on our customers, or take other regulatory or enforcement actions against us that
could be harmful to our business. We may also encounter difficulties in obtaining performance under or enforcement of
related contracts.
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We rely on contractual arrangements with our VIEs for our China operations, which may not be as effective in
providing control over these entities as direct ownership.

Because PRC regulations prevent us from directly engaging in stem cell related research, development and
commercial applications in China, we are dependent on our VIEs in which we have little or no equity ownership interest
and must rely on contractual arrangements to control and operate these businesses. These contractual arrangements may
not be as effective in providing control over these entities as direct ownership. For example, the VIEs could fail to take
actions required for our business or fail to conduct business in a manner we desire despite their contractual obligation to
do so. These companies are able to transact business with parties not affiliated with us. If these companies fail to perform
under their agreements with us, we may have to rely on legal remedies under Chinese law, which we cannot be sure
would be effective. In addition, we cannot be certain that the individual equity owners of the VIEs would always act in the
best interests of NeoStem, especially if they leave NeoStem.

Pursuant to the Certain Opinions regarding Administration of Not-for-profit Research Institution (Trial), or the Opinion
promulgated and became effective on December 19, 2000, not-for-profit research institution shall have independent legal
person status, and shall operate independently under the guidance and supervison of corresponding government
authorities. Not-for-profit research institution shall conduct science research, technical consulting and technical service
mainly for purpose of social benefits, and shall not be operated for profits. No person or institution shall obtain any
investment return from not-for-profit research institution in any manner, and all of the income generated by not-for-profit
research institution during its provision of for-profit services to the society, and which is permitted to be kept by the not-for-
profit research institution pursuant to relevant rules, shall be used for the development of the not-for-profit research
institution. Through various VIE contractual agreements, NeoStem is expected to obtain, directly or indirectly, part of the
management and operation rights and benefits from SLSI. If any of SLSI, NeoStem or the contractual arrangement
between them is regarded as breaching any clause in the Opinion, the contractual agreements between SLSI and
NeoStem shall have to be terminated, and NeoStem will not obtain benefits, directly or indirectly, from SLSI as expected.

Further, the shareholders of the VIEs have pledged their equity interests in the VIEs to the WFOE as collateral for non-
payment of loans or for fees on technical and other services due to us. On March 16, 2007, the PRC Property Law was
promulgated and took effect on October 1, 2007. According to the PRC Property Law, a pledge of the equity interest of a
company in China cannot be legally established until it is duly registered with the relevant administration of industry and
commerce. On September 1, 2008, the Measures on Registration of Pledge of Equity Interest with the Administration of
Industry and Commerce was promulgated by the PRC State Administration of Industry and Commerce and took effect on
October 1, 2008, which contains the procedure for registration of a pledge of the equity interest of a company. The pledges
under the equity pledge agreements between the WFOE and the shareholders of VIEs are yet to be registered with the
relevant administration of industry and commerce, and as such, we cannot assure you about the effectiveness of these
pledges. We will make efforts to register the pledges with the administration as soon as practically possible.

Due to the relationship between the WFOE and our VIEs, the PRC tax authorities may challenge our VIE structure,
including the transfer prices that we will use for related party transactions among our entities in China.

Substantially all profits generated from our VIEs will be paid to the WFOE in China through related party transactions
under contractual agreements. We believe that the terms of these contractual agreements are in compliance with the laws
in China. The tax authorities in China have not yet examined these contractual agreements. Due to the uncertainties
surrounding the interpretation of the transfer pricing rules relating to related party transactions in China, it is possible that
in the future when the VIEs generate profits the tax authorities in China may challenge the transfer prices that we will use
for related party transactions among our entities in China.

For example, due to our operating and tax structures in the PRC, we have entered into technical and other service
agreements between the WFOE and our VIEs in the PRC, pursuant to which the WFOE provides technical and other
services to our VIEs in exchange for substantially all net income of these VIEs. We will
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incur a 5% business tax when the WFOE receives the fees from the VIEs, which we will include in our operating expenses
as the cost of transferring economic benefit generated from these VIEs. We believe that the terms of such service
agreements are in compliance with the laws of the PRC. It is possible that the tax authorities in the PRC may challenge
this arrangement. In the event the tax authorities challenge our VIE structure, we may be forced to restructure our
business operation, which could have a material adverse effect on our business.

NeoStem will partly rely on dividends paid by our WFOE and/or Erye business for our cash needs. Statutory or
contractual restrictions limit their ability to pay dividends to us and therefore our cash needs may not be met.

We will partly rely on dividends paid by our Erye subsidiary to meet our cash needs, including the funds necessary to
pay any dividends and other cash distributions to our shareholders, service any debt we may incur and pay our operating
expenses. In the future, we also expect dividend payments from the WFOE in China for our revenues after they receive
payments from our VIEs in China under various services and other arrangements. We cannot make any assurance that
the WFOE in China will receive payments uninterrupted as arranged under our contracts with those VIEs.

The payment of dividends in China is subject to limitations. Regulations in the PRC currently permit payment of
dividends by our PRC subsidiaries only out of accumulated distributable earnings, if any, as determined in accordance with
accounting standards and regulations in China. Moreover, our Chinese subsidiaries will be required to set aside at least
10% of their accumulated after-tax profit each year, if any, to fund certain mandated reserve funds until such reserves have
reached at least 50% of their registered capital, and these reserves are not payable or distributable as cash dividends. In
addition, Erye is also required to reserve a portion of its after-tax profits for its employee welfare and bonus fund, the
amount of which is subject to the discretion of the Erye board of directors. Pursuant to the Joint Venture Agreement, Erye’s
Board of Directors shall be comprised of two individuals designated by EET and three individuals designated by NeoStem;
provided, that one of the positions designated by NeoStem shall be assumed by the member of the NeoStem Board of
Directors designated by EET. In addition, if Erye incurs debt on its own behalf in the future, the instruments governing the
debt may restrict either company'’s ability to pay dividends or make other distributions to us.

New drug registration policies and or practices in the PRC may pose risks to Erye and/or the combined company.

The State Food and Drug Administration of China (“SFDA”) has engaged in a virtual stoppage of the approval of new
drugs. Such practices have greatly dampened the enthusiasm of the pharmaceutical enterprises of China to continue their
new drug R&D. Such practices may pose potential risks to the revenue, growth and net income of Erye and/or the
combined company.

Restrictions on currency exchange may limit our ability to utilize our cash flow effectively.

Our interests in China will be subject to China’s rules and regulations on currency conversion. In China, China’s State
Administration for Foreign Exchange (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.
We cannot assure you that the Chinese regulatory authorities will not impose further restrictions on the convertibility of the
Chinese currency. Any future restrictions on currency exchanges may limit our ability to use our cash flow for the
distribution of dividends to our shareholders or to fund operations we may have outside of China.
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Fluctuations in the value of the Renminbi relative to foreign currencies could affect our operating results.

We will prepare our financial statements in United States dollars however our business will operate in two currencies,
United States dollars and Chinese Renminbi. It is anticipate that our Chinese operations will be self sufficient and conduct
its operations exclusively in Renminbi and therefore day to day operations in China will not be affected by fluctuations in
foreign exchange rates. At the present time we do not expect to have significant cross currency transactions that will be at
risk to foreign currency exchange rates. Never-the-less the conversion of financial position and results of operations with a
functional currency of Renminbi will be subject to risks related to foreign currency exchange rate fluctuations that could
have material adverse affect on our business, financial condition and operating results. The value of Renminbi against the
United States dollar and other currencies may fluctuate and is affected by, among other things, changes in China’s political
and economic conditions. As we will have significant operations in China, any significant revaluation of the Renminbi may
materially and adversely affect our cash flows, revenues and financial condition. For example, to the extent that we need to
convert United States dollars into Chinese Renminbi for our operations, appreciation of this currency against the United
States dollar could have a material adverse effect on our business, financial condition and results of operations.
Conversely, if we decide to convert our Renminbi into United States dollars for other business purposes and the United
States dollar appreciates against this currency, the United States dollar equivalent of the Renminbi we convert would be
reduced.

Recent changes in China’s currency policies may increase the fluctuation of the Chinese currency which could
impact our operating results and cash flows.

We are subject to the effects of exchange rate fluctuations with respect to the currency. For example, the value of the
Renminbi depends to a large extent on Chinese government policies and China’s domestic and international economic and
political developments, as well as supply and demand in the local market. Starting July 2005, the Chinese government
changed its policy of pegging the value of Chinese Renminbi to the U.S. dollar. Under the new policy, Chinese Renminbi
has fluctuated within a narrow and managed band against a basket of certain foreign currencies. As a result of this policy
change, Chinese Renminbi has appreciated significantly in the past few years. It is possible that the Chinese government
could adopt a more flexible currency policy, which could result in more significant fluctuation of Chinese Renminbi against
the U.S. dollar. We can offer no assurance that Chinese Renminbi will be stable against the U.S. dollar or any other
foreign currency.

Our operations are subject to risks associated with emerging markets.

The Chinese economy is vulnerable to market downturns and to economic slowdowns elsewhere in the world. As has
happened in the past, financial problems or an increase in the perceived risks associated with investing in China or in
emerging economies in general could dampen foreign investment in China and businesses could face severe liquidity
constraints, further materially adversely affecting these economies. As a result, disruptions in the development of the
global economy could have a material adverse effect on the financial condition and results of operations of our subsidiaries
in China.

Our existing and future manufacturing operations in China may be adversely affected by changes in Chinese
government’s policies regarding allocation of resources, in particular land use grants, to various industries and
companies.

In terms of industry regulations and policies, the economy of China has been transitioning from a planned economy to
market oriented economy. Although in recent years the Chinese government has implemented measures emphasizing the
utilization of market forces for economic reforms, the reduction of state ownership of productive assets and the
establishment of sound corporate governance in business enterprises, a substantial portion of productive assets in China
are still owned by the Chinese government. For example, all urban lands are state owned and are leased to business
entities or individuals through governmental granting of State-owned Land Use Rights. The granting process is typically
based on government policies at the time of granting and it could be lengthy and complex. This process may adversely
affect our company’s future manufacturing expansions. The Chinese government also exercises significant control over
China’s economic growth through the allocation of resources, controlling payment of foreign currency and providing
preferential treatment to particular industries or companies.
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China is a developing nation governed by a one party government and may be more susceptible to political,
economic, and social upheaval than other nations.

China is a developing country governed by a one-party government. China is also a country with an extremely large
population, widening income gaps between rich and poor and between urban and rural residents, minority ethnic and
religious populations, and growing access to information about the different social, economic, and political systems found
in other countries. China has also experienced extremely rapid economic growth over the last decade, and its legal and
regulatory systems have changed rapidly to accommodate this growth. These conditions make China unique and may
make it susceptible to major structural changes. Such changes could include a reversal of China’s movement to
encourage private economic activity, labor disruptions or other organized protests, nationalization of private businesses,
civil strife, strikes, acts of war and insurrections. If any of these events were to occur, it would significantly affect our
financial performance.

If political relations between China and the United States deteriorate, it could cause a downturn in our financial
condition; disruptions to our operations; or a less receptive public response to the goods or services we may
offer.

The relationship between China and the United States is subject to sudden fluctuation and periodic tension. Relations
may also be compromised if the U.S. becomes a more vocal advocate of Taiwan or proceeds to sell certain military
weapons and technology to Taiwan. Changes in political conditions in China and changes in the state of Sino-U.S.
relations are difficult to predict and could adversely affect our operations or financial condition. In addition, because of our
involvement in the Chinese market, any deterioration in political relations might cause a public perception in the United
States or elsewhere that might cause the goods or services we may offer to become less attractive.

China’s State Food and Drug Administration’s regulations, and changes to them, may limit or adversely affect our
ability to develop, license, manufacture and market our products and services.

Some or all of our operations in China will be subject to the actions of PRC government regulators such as the State
Food and Drug Administration (“SFDA”). Government regulations, among other things, cover the inspection of and controls
over testing, manufacturing, safety and environmental considerations, efficacy, labeling, advertising, promotion, record
keeping and sale and distribution of pharmaceutical products. Such government regulations may increase our costs and
prevent or delay the licensing, manufacturing and marketing of any of our products or services. In the event we seek to
license, manufacture, sell or distribute any products or services, we might need the proper approval from certain
government agencies such as the SFDA. The future growth and profitability of any operations in China would be
contingent on obtaining the requisite approvals. There is no assurance that we will obtain such approvals.

The SFDA recently implemented new guidelines for licensing of pharmaceutical products. All existing manufacturers
with licenses, which are currently valid under the previous guidelines, are required to apply for the Good Manufacturing
Practices (“GMP”) certifications by June 30, 2004, and to receive approvals by December 31, 2004. We have received our
certifications. However, should we fail to receive or maintain the GMP certifications under the new guidelines in the future;
our businesses would be materially and adversely affected.

In addition, delays or rejections may be encountered based upon additional government regulation from future
legislation, administrative action or changes in governmental policy and interpretation. Any marketing activities we might
engage in also may subject us to government regulations with respect to the prices that we intend to charge or any other
marketing and promotional related activities. Government regulations may substantially increase our costs for developing,
licensing, manufacturing and marketing any products or services, impacting negatively on our operation, revenue, income
and cash flow. There could be changes in government regulations applicable to pharmaceutical industries, which changes
may adversely affect our business.

The SFDA and other relevant authorities in China have also implemented a series of new punitive and stringent
measures regarding the pharmaceuticals industry to redress certain past misconducts in the industry and certain
deficiencies in public health reform policies. Given the nature and extent of such new enforcement measures and the
aggressive manner in which such enforcement is being conducted, there may be possibilities
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of large scale and significant penalties meted out to manufacturers given the regulatory environment and the fact that
newly constituted local level branches are encouraged to issue such punishments and fines. These new measures may
include fines, restriction and suspension of operations and marketing and other unspecified penalties. This new regulatory
environment has added significantly to the risks of our business and may have material negative impact on our operation
results.

If the research and development operations conducted by the Beijing Stemcell Research Center (“Lab”) or the
Shandong Life and Science Institute (“SLSI”) cooperated with NeoStem in China is regarded by corresponding
government authorities in China as human genetic resources research and development activities, the
cooperation between the Lab and/or the SLSI, and NeoStem are subject to approval of competent government
authorities in China.

Pursuant to the Interim Measures for the Administration of Human Genetic Resources, or the Measures, promulgated
and took effect on June 10, 1998, China adopts a reporting and registration system on important pedigrees and genetic
resources in specified regions. Whoever is involved in such activities in China as sampling, collecting, researching,
developing, trading or exporting human genetic resources or taking such resources outside the territory of the People’s
Republic of China shall abide by the Measures. The term “human genetic resources” in the Measures refers to the genetic
materials such as human organs, tissues, cells, blood specimens, preparations of any types or recombinant DNA
constructs, which contain human genome, genes or gene products as well as to the information related to such genetic
materials.

Any institution or individual who discovers or holds important pedigrees and genetic resources in the specified regions
shall immediately report to the relevant government authorities. No institution or individual may sample, collect, trade,
export human genetic resources or take them outside the territory of the People’s Republic of China, or provide them to
other countries in any form without obtaining corresponding approval. Where human genetic resources in China are
involved in any international collaborative project, the Chinese collaborating party shall be responsible for going through
the due formalities of application for approval.

With regard to the ownership of corresponding intellectual property rights, pursuant to the Measures, the Chinese
research and development institution shall have the priority to access information about the human genetic resources
within the territory of the People’s Republic of China, particularly the important pedigrees and genetic resources in the
specified regions and the relevant data, information and specimens and any transfer of such human genetic resources to
other institutions shall be prohibited without obtaining corresponding approval. No foreign collaborating institution or
individual that has access to the above mentioned information may publicize, publish, apply for patent right or disclose it
by any other means without obtaining corresponding approval. In a collaborative research and development of human
genetic resources of China between any Chinese and foreign institutions, intellectual property right therefore shall be
disposed according to the following principles: (i) patent shall be jointly applied by both parties and the consequent patent
right shall be owned by both parties if an achievement resulted from the collaboration is patentable. Either party has the
right to implement such patent separately or jointly in its own country in accordance with the contract; however, the
transfer of such patent to any third party or the permission of authorizing any third party to implement such patent shall be
carried out upon agreement of both parties, and the benefits obtained thereof shall be shared in accordance with their
respective contributions; and (ii) the right of utilizing, transferring and sharing any other scientific achievement resulted
from the collaboration shall be specified in the collaborative contract or agreement signed by both parties. Both parties are
equally entitled to make use of the achievement which is not specified in the contract or agreement; however, the transfer
of such achievement to any third party shall be carried out upon agreement of both parties, and the benefits obtained
thereof shall be shared in accordance with their respective contributions.

It is possible that the research and development operations conducted by the Beijing Stemcell Research Center (“Lab”)
or the Shandong Life and Science Institute (“SLSI") cooperated with NeoStem in China may be regarded by
corresponding government authorities in China as human genetic resources research and development activities, and
thus, the Measures may apply. If the Measures apply to the cooperation between the Lab and/or the SLSI, and NeoStem,
such cooperations are subject to approval of competent government authorities in China. The sharing of patents or other
corresponding intellectual property rights derived from such research and development operations is also subject to
various restriction and approval requirements
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established under the Measures. If NeoStem is unable to obtain corresponding approvals on a timely basis, or at all,
NeoStem’s operation in China will be materially adversely affected.

We expect that our Erye business will lose certain preferential tax concessions, which may cause our tax
liabilities to increase and our profitability to decline.

On March 16, 2007, the National People’s Congress of China enacted a new PRC Enterprise Income Tax Law (the
“EIT Law”), under which domestic-invested enterprises and foreign-invested entities will be subject to enterprise income
tax at a uniform rate of 25% unless they qualify under certain limited exceptions. The new law became effective on
January 1, 2008. During the transition period for enterprises established before March 16, 2007, the tax rate will gradually
increase starting in 2008 and will be equal to the new tax rate in 2012. As a result our Erye business will lose its
preferential tax rates.

Because of the EIT Law, the tax liabilities of Erye will increase and Erye’s profits may accordingly decline as Erye’s
reduced income tax rate is no longer applicable and/or the tax relief on investment in PRC is no longer available. Any
future increase in the enterprise income tax rate applicable to us or other adverse tax treatments will increase our tax
liabilities and reduce our net income. Further, any future increase in the enterprise income tax rate applicable to us or other
adverse tax treatments, such as the discontinuation of preferential tax treatments for high and new technology enterprises
altogether, would have a material adverse effect on our results of operations and financial condition.

We may not be able to enforce our rights in China.

China’s legal and judicial system may negatively impact foreign investors. In 1982, the National People’s Congress
amended the Constitution of China to authorize foreign investment and guarantee the “lawful rights and interests” of foreign
investors in the China. However, China’s system of laws in this area is not yet comprehensive. The legal and judicial
systems in the China are still rudimentary, and enforcement of existing laws is inconsistent. Many judges in China lack the
depth of legal training and experience that would be expected of a judge in a more developed country. Because the China
judiciary is relatively inexperienced in enforcing the laws that do exist, anticipation of judicial decision-making is more
uncertain than would be expected in a more developed country. It may be impossible to obtain swift and equitable
enforcement of laws that do exist, or to obtain enforcement of the judgment of one court by a court of another jurisdiction.
China’s legal system is based on civil law, or written statutes; a decision by one judge does not set a legal precedent that
must be followed by judges in other cases. In addition, the interpretation of Chinese laws may vary to reflect domestic
political changes.

PRC laws and regulations that may govern our business operations in China are sometimes vague and uncertain.
There are substantial uncertainties regarding the interpretation and application of PRC laws and regulations, including but
not limited to the laws and regulations governing our business and the enforcement and performance of our contractual
arrangements in the event of the imposition of statutory liens, death, bankruptcy and criminal proceedings. We will be
required to comply with certain PRC laws and regulations. These laws and regulations are sometimes vague and may be
subject to future changes, and their official interpretation and enforcement may involve substantial uncertainty. The
effectiveness of newly enacted laws, regulations or amendments may be delayed, resulting in detrimental reliance by
foreign investors. New laws and regulations that affect existing and proposed future businesses may also be applied
retroactively. We cannot predict what effect the interpretation of existing or new PRC laws or regulations may have on our
business.

The laws of China are likely to govern many of our material agreements, including, without limitation the Joint Venture
Agreement and the VIE documents. We cannot assure you that we will be able to enforce our interests or our material
agreements or that remedies will be available outside of certain regions. For example, the system of laws and the
enforcement of existing laws in China may not be as certain in implementation and interpretation as in the United States.
The Chinese judiciary is relatively inexperienced in enforcing corporate and commercial law, leading to a higher than usual
degree of uncertainty as to the outcome of any litigation. The inability to enforce or obtain a remedy under any of our future
agreements may have a material adverse impact on our operations.
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Our business in China may be adversely affected by inaccurate claims about our technology.

We recently learned of an apparent effort by Dr. Taihua Wang, the principal of Shandong New Medicine Research
Institute of Integrated Traditional and Western Medicine Limited Liability Company (“Shandong New Medicine”), to promote
NeoStem’s proprietary VSEL technology as his own in China. This has included, among other things, the establishment of
at least two live websites on which Dr. Wang makes certain claims with respect to the VSEL technology on behalf of his
new company, the World Anti-aging Organization Co., Ltd. (WAO), founded in 2008. We are analyzing the websites, as
well as the available facts and circumstances surrounding Dr. Wang's efforts and while we have no reason to believe that
Dr. Wang has any VSEL technology or has used any NeoStem proprietary information and a review of the websites
supports this belief, we nonetheless are reviewing appropriate legal remedies both in the US and abroad. We cannot
determine at this time what effect, if any, Dr. Wang's actions will have on our reputation in China.

If China imposes restrictions to reduce inflation, future economic growth in China could be severely curtailed,
which could lead to a significant decrease in the efficiency and/or profitability of our operations in China.

While the economy of China has experienced rapid growth, this growth has been uneven among various sectors of the
economy and in different geographical areas of the country. Rapid economic growth can lead to growth in the supply of
money and rising inflation. If prices for any products or services being developed in China rise at a rate that is insufficient
to compensate for the rise in the costs of supplies, materials or labor, it may have an adverse effect on our profitability. In
order to control inflation in the past, China has imposed controls on bank credits, limits on loans for fixed assets and
restrictions on state bank lending. In the further, the PRC government could adopt additional measures to further combat
inflation, including the establishment of price freezes or moratoriums on certain projects or transactions. Such measures
could harm the economy generally and hurt our business by (i) limiting the income of our customers available to spend on
our services, (ii) by forcing us to lower our profit margins, and (iii) by limiting our ability to obtain credit or other financing to
pursue our expansion plans or maintain our business. We cannot predict with any certainty the degree to which our line of
business will be affected by any slow-down of economic growth.

The laws and regulations governing the stem cell therapy industry in China are developing and subject to future
changes. Future PRC laws may impose conditions or requirements with which we may not be able to comply,
which could materially and adversely affect our business.

As the stem cell therapy industry is at an early stage of development in China, new laws and regulations may be
adopted in the future to address new issues that arise from time to time. As a result, substantial uncertainties exist
regarding the interpretation and implementation of current and any future PRC laws and regulations applicable to the stem
cell therapy industry. There is no way to predict the content or scope of applicability of future Chinese stem cell regulation.
There can be no assurances that in the future the PRC government authorities will not issue laws or regulations which
may impose conditions or requirements with which we may not be able to comply, which could materially and adversely
affect our business, financial condition and results of operations.

Ethical and other concerns surrounding the use of stem cell therapy may increase the regulation of or negatively
impact the public perception of our stem cell services, thereby reducing demand for our services.

The use of embryonic stem cells for research and stem cell therapy has been the subject of debate regarding related
ethical, legal and social issues. The Ministry of Science and Technology and the Ministry of Health of the PRC issued “The
Ethical Guiding Principles for the Research of Human Embryonic Stem Cell” on December 24, 2003, which are formulated
for the purpose of aligning the research of human embryonic stem cell in the biomedical field in China with the ethical
criterion of life, ensuring the respect and observance of internationally recognized ethical standards of life and the relevant
provisions of our country, as well as promoting the healthy development of the research on human embryonic stem cell.
According to the Ethical Guiding Principles, all those engaging in activities concerning the research of human embryonic
stem cell within the territory of PRC shall abide by the present Guiding Principles, according to which, any research on
reproductive cloning is prohibited, and no human gamete, germ cell, embryo or fetus tissues may be bought or sold.
Although our business does not involve the more controversial use of embryonic stem cells, the use of
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other types of human stem cells for therapy could give rise to similar ethical, legal and social issues as those associated
with embryonic stem cells. Additionally, it is possible that our business could be negatively impacted by any stigma
associated with the use of embryonic stem cells if the public fails to appreciate the distinction between the use of adult
versus embryonic stem cells. The commercial success of our business will depend in part on public acceptance of the use
of stem cell therapy, in general, for the prevention or treatment of human diseases. Public attitudes may be influenced by
claims that stem cell therapy is unsafe or unnecessary, and stem cell therapy may not gain the acceptance of the public or
the medical community. Public pressure or adverse events in the field of stem cell therapy that may occur in the future also
may result in greater governmental regulation of our business creating increased expenses and potential regulatory delays
relating to the approval or licensing of any or all of the processes and facilities involved in our stem cell banking services.
In the event that the use of stem cell therapy becomes the subject of adverse commentary or publicity, our business could
be adversely affected and the market price for our common stock could be significantly harmed.

The import into China or export from China of technology relating to stem cell therapy may be prohibited or
restricted.

The Ministry of Commerce (MOFCOM) and Ministry of Science and Technology of China (MOST) jointly publish the
Catalogue of Technologies the Export of which from China is Prohibited or Restricted, and the Catalogue of Technologies
the Import of which into China Prohibited or Restricted. Stem cell related technologies are not listed in the current versions
of these catalogues, and therefore their import or export should not be forbidden or require that approval MOFCOM and
MOST. However, these catalogues are subject to revision and, as the PRC authorities develop policies concerning stem
cell technologies, it is possible that the categories would be amended or updated should the Chinese government want to
regulate the export or import of stem cell related technologies to protect material state interests or for other reasons.
Should the catalogues be updated so as to bring any activities of the planned stem cell processing, storage and
manufacturing operation in Beijing and related research and development activities under their purview, any such
limitations or restrictions imposed on the operations and related activities could materially and adversely affect our
business, financial condition and results of operations.

Regulations relating to the transfer of state-owned property rights in enterprises may increase the cost of any
acquisitions or transactions, and may therefore impose an additional administrative burden on us.

The legislation governing the acquisition of a China state-owned company contains stringent governmental regulations.
The transfer of state-owned property rights in enterprises must take place through a government approved “state-owned
asset exchange,” and the value of the transferred property rights must be evaluated by those Chinese appraisal firms
qualified to do “state-owned assets evaluation.” The final price must not be less than 90.0% of the appraisal price.
Additionally, bidding/auction procedures are essential in the event that there is more than one potential transferee. In the
case of an acquisition by foreign investors of state-owned enterprises, the acquirer and the seller must make a
resettlement plan to properly resettle the employees, and the resettlement plan must be approved by the Employees’
Representative Congress. The seller must pay all unpaid wages and social welfare payments from the existing assets of
the target company to the employees. These regulations may adversely affect our ability to acquire a state-owned
business or assets.

In the event that our future expansion creates a scenario where certain directors and/or officers will live outside
the United States and a significant portion of our assets will be located outside the United States, investors may
not be able to enforce federal securities laws or their other legal rights.

Future expansion may require that many of our directors and/or officers will reside outside of the United States, and a
substantial portion of our assets may be located outside of the United States. As a result, it may be difficult, or in some
cases not possible, for investors in the United States to enforce their legal rights, to effect service of process upon certain
of our directors or officers or to enforce judgments of United States courts predicated upon civil liabilities and criminal
penalties against our directors and officers pursuant to United States laws.
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A majority of our assets will be located in China, and any dividends or proceeds from liquidation are subject to
the approval of the relevant Chinese government agencies.

A majority of our assets will be located inside China. Under the laws governing foreign invested enterprises in China,
dividend distribution and liquidation are allowed but subject to special procedures under the relevant laws and rules. Any
dividend payment will be subject to the decision of the board of directors and subject to foreign exchange rules governing
such repatriation. Any liquidation is subject to both the relevant government agency’s approval and supervision as well the
foreign exchange control. This may generate additional risk for our investors in case of dividend payment and liquidation.

We may be subject to fines and legal sanctions imposed by the SAFE or other PRC government authorities if we
or our PRC employees fail to comply with recent PRC regulations relating to employee stock options granted by
offshore listed companies to PRC citizens.

On April 6, 2007, SAFE issued the “Operating Procedures for Administration of Domestic Individuals Participating in
the Employee Stock Ownership Plan or Stock Option Plan of An Overseas Listed Company,” also known as “Circular 78.”
It is not clear whether Circular 78 covers all forms of equity compensation plans or only those which provide for the
granting of stock options. For any plans which are so covered and are adopted by a non-PRC listed company after April 6,
2007, Circular 78 requires all participants who are PRC citizens to register with and obtain approvals from SAFE prior to
their participation in the plan. In addition, Circular 78 also requires PRC citizens to register with SAFE and make the
necessary applications and filings if they participated in an overseas listed company’s covered equity compensation plan
prior to April 6, 2007. The adoption of the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-
U.S. Plan”) is the subject of NeoStem Proposal No. 7 of this joint proxy statement/prospectus. The 2009 Non-U.S. Plan
would authorize the grant of certain equity awards to our officers and directors, some of whom following the Merger are
expected to be PRC citizens. Circular 78 may require our officers and directors who receive option grants and are PRC
citizens to register with SAFE. We believe that the registration and approval requirements contemplated in Circular 78 will
be burdensome and time consuming. If it is determined that any of our equity compensation plans are subject to Circular
78, failure to comply with such provisions may subject us and participants of our equity incentive plan who are PRC
citizens to fines and legal sanctions and prevent us from being able to grant equity compensation to our PRC employees. In
that case, our ability to compensate our employees and directors through equity compensation would be hindered and our
business operations may be adversely affected.

Dividends payable by us to our foreign investors and gain on the sale of our shares may become subject to
withholding taxes under the PRC tax laws.

Under the new PRC EIT Law and its implementation regulations issued by the PRC State Council, a 10% withholding
tax will be imposed on dividends, interest, royalties and capital gains payable to recipients who are not tax resident of the
PRC (in certain cases, the withholding tax rate on outgoing interest has been reduced to 7%, royalties to 6% and dividends
to 5%).

It remains unclear how the PRC tax authority will determine the sources of such income in the case of transfer of
shares of an offshore company which holds shares/equity interests in a PRC operating company. The PRC tax authorities
may invoke the general anti-tax avoidance provisions under the EIT Law to disregard the form and look to the substance
of the transactions to determine if the dividends, capital gains and other passive income of tax non-PRC residents are
subject to PRC withholding tax.

Therefore, it is unclear whether the dividends we pay with respect to our ordinary shares or the gain a shareholder
realizes from the transfer of our ordinary shares, would be treated as income derived from sources within the PRC and be
subject to withholding tax under the PRC EIT Law. It is also unclear regarding the method of payment of such tax under
the PRC EIT Law. If we are required to deduct PRC withholding tax on our dividends payable to our foreign stockholders,
or if PRC withholding tax is payable on the gains realized from the transfer of our ordinary shares, the value of an
investment in our shares may be materially and adversely affected.
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Failure by our stockholders or beneficial owners who are PRC citizens or residents to comply with certain PRC
foreign exchange regulations could restrict our ability to distribute profits, restrict our overseas and cross-
border investment activities or subject us to liabilities under PRC laws, which could adversely affect our business
and financial condition.

In October 2005, the State Administration of Foreign Exchange, or the SAFE, issued Notice on Relevant Issues
Concerning Foreign Exchange Administration for PRC Residents Engaging in Financing and Roundtrip Investments via
Overseas Special Purpose Vehicles, or SAFE Circular 75. SAFE Circular 75 states that since October of 2005, PRC
citizens or residents must register, prior to establishing or controlling an offshore entity, with the SAFE or its local branch in
connection with their establishment or control of the offshore entity established or controlled for the purpose of overseas
equity financing involving an investment whereby the offshore entity acquires or controls onshore assets or equity
interests from the PRC citizens or residents.

In addition, such PRC citizens or residents must update their SAFE registrations when the offshore SPV undergoes
material events relating to increases or decreases in investment amount, transfers or exchanges of shares, mergers or
divisions, long-term equity or debt investments or external guarantees, or other material events that do not involve return
investments. To further clarify the implementation of SAFE Circular 75, on May 29, 2007, the SAFE issued SAFE Circular
106. Under SAFE Circular 106, PRC subsidiaries of an offshore company governed by SAFE Circular 75 are required to
coordinate and supervise the filing of SAFE registrations in a timely manner by the offshore holding company’s
stockholders who are PRC citizens or residents. If these stockholders fail to comply, the PRC subsidiaries are required to
report to the local SAFE authorities. Therefore, if any of our stockholders who are PRC citizens or residents do not
complete their registration with the SAFE or its local branch, our PRC subsidiaries may be prohibited from distributing their
profits and proceeds from any reduction in capital, share transfer or liquidation to us, and we may be restricted in our
ability to contribute additional capital to our PRC subsidiaries.

Further, since we are a public company in the United States and our stockholders often hold their shares in street
name, we may not be fully aware or informed of the identities of all our beneficial owners who are PRC citizens or
residents, and we may not always be able to compel our beneficial owners to comply with the SAFE Circular 75
requirements. As a result, we cannot assure you that all of our stockholders or beneficial owners who are PRC citizens or
residents will at all times comply with, or in the future make or obtain any applicable registrations or approvals required by
SAFE Circular 75. Failure to register by these stockholders could subject us and our subsidiaries to, among other things,
potential fines or legal sanctions.

Failure to comply with the United States Foreign Corrupt Practices Act could subject us to penalties and other
adverse consequences.

We are subject to the United States Foreign Corrupt Practices Act, which generally prohibits United States companies
from engaging in bribery or other prohibited payments to foreign officials for the purpose of obtaining or retaining business.
Foreign companies, including some that may compete with us, are not subject to these prohibitions. Corruption, extortion,
bribery, pay-offs, theft and other fraudulent practices occur from time-to-time in the PRC. We can make no assurance,
however, that our employees or other agents will not engage in such conduct for which we might be held responsible. If
our employees or other agents are found to have engaged in such practices, we could suffer severe penalties and other
consequences that may have a material adverse effect on our business, financial condition and results of operations.

The absence of express laws and regulations in China regarding foreign investment in China’s pharmaceutical
distribution sector may cause uncertainty.

Pursuant to China’s Administrative Measures on the Foreign Investment in Commercial Sector, as of December 11,
2004, foreign enterprises are permitted to establish or invest in wholly foreign-owned enterprises or joint ventures that
engage in wholesale or retail sales of pharmaceuticals in China subject to the implementation of relevant regulations.
However, no specific regulation in this regard has been promulgated to date. If specific regulations are not promulgated, or
if any promulgated regulations contain clauses that will cause an adverse impact to our current and future acquisitions in
China, our operations and business strategy will be adversely affected.
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Price control regulations may decrease our profitability.

The prices of certain medicines we distribute, including those listed in the Chinese government's catalogue of
medications that are reimbursable under the Insurance Catalogue, which is the official Chinese catalogue that lists drugs
for which reimbursement is available, are subject to control by the relevant state or provincial price administration
authorities. In practice, price control with respect to these medicines sets a ceiling on their retail price. The actual price of
such medicines set by manufacturers, wholesalers and retailers cannot historically exceed the price ceiling imposed by
applicable government price control regulations. Although, as a general matter, government price control regulations have
resulted in drug prices tending to decline over time, there has been no predictable pattern for such decreases. Such price
controls, especially downward price adjustment, may negatively affect our revenue and profitability.

The bidding process with respect to the purchase of pharmaceutical products may lead to reduced revenue.

Chinese regulations require non-profit medical organizations established in China to implement bidding procedures for
the purchase of drugs. It is intended that the implementation of a bidding purchase system will be extended gradually and
will cover, among other drugs, those drugs consumed in large volume and commonly used for clinical uses.
Pharmaceutical wholesalers must have the due authorization of the pharmaceutical manufacturers in order to participate
in the bidding process. If, for the purpose of reducing the bidding price, pharmaceutical manufacturers participate in the
bidding process on their own and enter into purchase and sales contracts with medical organizations directly without
authorizing a pharmaceutical distributor, the revenue of our Chinese subsidiary may be adversely affected.

Risks Related to Our Financial Condition

If we do not obtain shareholder approval for the conversion of the Series D Stock, we will face a substanial
liability that we may not be able to satisfy.

In Proposal No. 4, we are seeking shareholder approval under the rules of NYSE Amex for the conversion of our Series
D Preferred Stock into an aggregate of 12,932,510 shares of NeoStem Common stock. If such approval is not obtained by
October 31, 2009 (which essentially means that it must be approved at this meeting), we will be required to redeem such
Series D stock at a cost of $16,165,637.50 plus certain accrued dividends. NeoStem does not currently have the funds
required for such redemption, and thus failure to obtain the stockholders’ approval of the conversion at this meeting will
have a material adverse effect on our business and financial condition. In addition, pursuant to the Funding Agreement,
RimAsia has agreed to advance up to $1.6 million in funds on our behalf to advance our expansion into China and to pay
for certain professional fees incurred by CBH in connection with the Merger; funds advanced on behalf of NeoStem are
due promptly following October 31, 2009 if the Merger has not received stockholder approval by that date.

We have incurred substantial losses in the past and we expect to continue to incur losses for the near term.

Since NeoStem'’s inception in 1980, it has generated only limited revenues from sales and has incurred substantial net
losses of $6,810,335 for the six months ended June 30, 2009 and $9,242,071, $10,445,473 and $6,051,400 for the years
ended December 31, 2008, 2007 and 2006, respectively. NeoStem expects to incur additional operating losses as well as
negative cash flow from its adult stem cell collection, processing and storage business operations until it successfully
commercializes and develops this business, if ever. It is also expected that, beyond the utilization of the SCTI funds to
support the near-term costs relating to NeoStem’s VSEL technology under the license and sponsored research
agreements with the University of Louisville Research Foundation, NeoStem will incur losses and negative cash flow for
the near term as a result of its new research and development activities until such operations can be successfully
implemented, integrated into our business and commercialized, if ever.

Although Erye earned $8,140,000 in net income for the year ended December 31, 2008 and $3,149,000 for the year
ended December 31, 2007, Erye has only a limited history of earnings. Moreover, due to the following significant planned
costs, Erye expects to incur losses in the near term: (1) stabilizing and streamlining the Erye operation; (2) relocating Erye
to a new factory which is under construction; (3) continuing the research and development for more selected new drug
projects; and (4) building up sales network for new drug distribution.
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It is expected that the combined company will continue to incur significant sales, marketing, general and administrative
and product development expenses in connection with the development of its business. The combined company may
never be profitable.

We have a history of liquidity problems, which may affect our ability to raise capital to fund our operations.

At June 30, 2009, after having raised an aggregate of approximately $17 million in gross proceeds through its financing
activities in the first half of 2009 NeoStem had a cash balance of $10,449,500, working capital of $10,011,000 and
stockholders’ equity of $3,794,800. However, our history of illiquidity and losses may make it difficult for us to raise capital
on favorable terms. NeoStem has from time to time raised capital for our activities through the sale of our equity securities
and promissory notes. On April 9, 2009, NeoStem completed a private placement financing totaling $11 million from three
Asia-based investors, including RimAsia. In June and July 2009, NeoStem consummated a private placement, pursuant to
which an additional 20 persons and entities, including Fullbright, acquired an aggregate of 400,280 shares of Series D
stock and warrants to purchase an aggregate of 4,002,800 shares of NeoStem Common Stock. For a more complete
discussion, see “Business of NeoStem — Financing Activities — 2009 Financing Activities.” In addition, NeoStem raised
an aggregate of $1,150,000 in 2009 through the issuance of promissory notes, and in 2008 NeoStem raised an aggregate
of $2,900,000 through the private placement sale of our common stock and warrants to purchase our common stock. Such
capital raising activities have enabled us to pursue our business plan and begin to grow our adult stem cell collection and
storage business, including expanding marketing and sales activities, as well as to pursue acquisition opportunities and
other expansion activities in China. The funds NeoStem obtained through the acquisition of SCTI funded certain early
obligations under our agreements relating to our VSEL technology; however, NeoStem expects that substantial additional
funds will need to be raised in order for us to continue to fund additional research and development activities relating to the
VSEL and other technology, support marketing efforts relating to the adult stem cell collection centers in the Company’s
network and to pursue related business opportunities, including medical tourism and the Company’s expansion activities in
China. The Company has applied for SBIR grants and also anticipates seeking to obtain funds through applications for
other State and Federal grants, grants abroad, strategic arrangements as well as other funding sources to help offset all or
a portion of these costs. In September 2009, NeoStem was notified of its award of a Grand Opportunities (GO) grant in the
amount of $108,746 under the American Recovery and Reinvestment Act (RRA) of 2009 from the National Institute of
Arthritis and Musculoskeletal and Skin Diseases (NIAMD) of the National Institutes of Health (NIH). However, there can be
no assurance that further such funding will be received.

At June 30, 2009, CBH had a cash balance of $2,443,053, working capital of $2,981,297 and stockholders’ equity of
$5,400,897. CBH's history of illiquidity and losses may make it difficult for it to raise capital on favorable terms. CBH has
from time to time raised capital for its activities through the sale of its equity securities and promissory notes. CBH expects
that its primary requirements for cash following the Merger will be for: (1) stabilizing and streamlining the Erye operation;
(2) relocating Erye to a new factory which is under construction; (3) continuing the research and development for more
selected new drug projects; and (4) building up sales network for new drug distribution. CBH'’s operating activities may not
enable us to meet the anticipated cash requirements.

We will need substantial additional financing revenues to continue operations.

Even though in 2009 (to date) NeoStem raised an aggregate of approximately $16 million gross proceeds in financing,
the combined company will require substantial additional capital to fund the current operating plan for its business,
including the development of its VSEL and other technology and support marketing efforts relating to the adult stem cell
collection centers in the combined company’s network, Erye’s relocation to a new factory and to pursue related business
opportunities, including medical tourism. In addition, the combined company’s cash requirements may vary materially from
those now planned because of expenses relating to marketing, advertising, sales, distribution, research and development
and regulatory affairs, as well as the costs of maintaining, expanding and protecting the combined company’s intellectual
property portfolio, including potential litigation costs and liabilities.
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NeoStem’s outstanding warrants may negatively affect our ability to raise additional capital.

During the terms of NeoStem’s outstanding warrants, including but not limited to, Class A Warrants (five years), Class
D Warrants (five years) and Class E warrants (approximately four months), the holders thereof are given the opportunity to
profit from a rise in the market price of the NeoStem Common Stock. So long as these warrants are outstanding, the terms
on which we could obtain additional capital may be adversely affected. The holders of these warrants might be expected to
exercise them at a time when NeoStem would, in all likelihood, be able to obtain any needed capital by a new offering of
securities on terms more favorable than those provided by these warrants.

If we are unable to obtain future capital on acceptable terms, this will negatively affect our business operations
and current investors.

We expect that in the future we will seek additional capital through public or private financings. Additional financing
may not be available on acceptable terms, or at all. If additional capital is raised through the sale of equity, or securities
convertible into equity, further dilution to then existing stockholders will result. If additional capital is raised through the
incurrence of debt, our business could be affected by the amount of leverage incurred. For instance, such borrowings
could subject us to covenants restricting our business activities, paying interest would divert funds that would otherwise be
available to support commercialization and other important activities, and holders of debt instruments would have rights
and privileges senior to those of equity investors. If we are unable to obtain adequate financing on a timely basis, we may
be required to delay, reduce the scope of or eliminate some of our planned activities, any of which could have a material
adverse effect on the business.

We will continue to experience cash outflows.

We expect to continue to incur expenses, including the salary of our executive officers; rent; legal, marketing and
accounting fees; and insurance and general administrative expenses. We are building the infrastructure for our business
and will experience additional cash outflows in the near term. It is not possible at this time to state whether we will be able
to finance these cash outflows or when we will be able to achieve and sustain a positive cash position. Our ability to
become profitable will depend on many factors, including our ability to successfully commercialize and develop the
business. We cannot assure that we will ever become profitable and we expect to continue to incur losses. NS California,
the company from which NeoStem initially acquired its adult stem cell collection, processing and storage business, had
nominal operations and nominal assets at the time of acquisition. From its inception in 2002 through September 30, 2005,
NS California had aggregate revenues of $25,500, and aggregate losses of $2,357,940. We cannot guarantee that the
combined company will be more successful than NS California in achieving sufficient revenues for profitability from
NeoStem'’s collection, processing and storage business. In addition, the therapeutic application of adult stem cells
pursuant to NeoStem'’s licensed technology is a relatively new concept in medical treatment and there can be no
assurance that the combined company will achieve sufficient activities to become profitable. Even if we do achieve
profitability, we cannot guarantee that we can sustain or increase profitability in the future. If revenues grow slower than
we anticipate, or if operating expenses exceed our expectations or cannot be adjusted accordingly, then our business,
results of operations, financial condition and cash flows will be materially and adversely affected. Because our strategy
might include acquisitions of other businesses, products or technologies, acquisition expenses and any cash used to make
these acquisitions will reduce our available cash.

In addition, Erye expects that its primary requirements for cash in the near term will be for: (1) stabilizing and
streamlining the Erye operation; (2) relocating Erye to a new factory which is under construction; (3) continuing the
research and development for more selected new drug projects; and (4) building up sales network for new drug
distribution. Erye’s operating activities may not generate sufficient cash to meet the anticipated cash requirements.
Pursuant to the terms and conditions of the Joint Venture Agreement, although future dividend distributions to EET and
NeoStem will be made in proportion to their respective ownership interests in Erye, for the three-year period commencing
on the first day of the first fiscal quarter after the Joint Venture Agreement becomes effective, (i) 49% of undistributed
profits (after tax) will be distributed to EET and lent back to Erye by EET for use by Erye in connection with the
construction of a new plant for Erye; (ii) 45% of the net profit (after tax) will be provided to Erye as part of the new plant
construction fund, which
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will be characterized as paid-in capital for NeoStem’s 51% interest in Erye; and (iii) 6% of the net profit will be distributed to
NeoStem directly for NeoStem'’s operating expenses.

General economic recession could negatively impact demand for our services.

Economic recession, including attendant job loss and reduced consumer spending, could negatively impact the
demand for our services.

Any future acquisitions may expose us to additional risks.

We will continue to review acquisition prospects that would complement our current business, increase the size and
geographic scope of our operations or otherwise offer revenue generating or other growth opportunities. The financing for
any of these acquisitions could dilute the interests of our stockholders, result in an increase in our indebtedness or both.
Acquisitions may entail numerous risks, including:

« difficulties in assimilating acquired operations, technologies or products, including the loss of key employees from
acquired businesses;

« diversion of management’s attention from our core business;
« risks of entering markets (including those overseas) in which we have limited or no prior experience; and
¢ our management team has limited experience in purchasing and integrating new businesses.

Our failure to successfully complete the integration of any acquired business could have a material adverse effect on
our business, financial condition and operating results. In addition, there can be no assurance that we will be able to
identify additional suitable acquisition candidates or consummate additional acquisitions on favorable terms.

If the market for the combined company’s products and/or technology does not experience significant growth or
if the combined company’s products and/or technology do not achieve broad acceptance, the combined
company’s operations will suffer.

We cannot accurately predict the future growth rate or the size of the market for the combined company’s products and
technology. The expansion of this market depends on a number of factors, such as:

« the cost, performance and reliability of the combined company’s products/technologies, and the
products/technologies offered by competitors;

¢ customers’ perceptions regarding the benefits of the combined company’s products and technologies;
« public perceptions regarding the use of the combined company’s products and technologies;

« customers’ satisfaction with the products and technologies; and

« marketing efforts and publicity regarding the products and technologies.

If we are unable to manage growth in our business, our prospects may be limited and our future results of
operations may be adversely affected.

We intend to expand our sales and marketing programs, our manufacturing capacity, and our provision of innovative
therapies as needed to meet future demand. Any significant expansion may strain our managerial, financial and other
resources. If we are unable to manage our growth, our business, operating results and financial condition could be
adversely affected. We will need to continually improve the combined company’s operations, financial and other internal
systems to manage our growth effectively, and any failure to do so may lead to inefficiencies and redundancies, and result
in reduced growth prospects and diminished operational results.

Risks Related to our Common Stock

NeoStem Common Stock has historically had limited trading volume.

NeoStem’s Common Stock currently trades on the NYSE Amex (formerly known as the American Stock Exchange)
and, until August 9, 2007, was traded on the Over-the-Counter Bulletin Board, an electronic,

61



TABLE OF CONTENTS

screen-based trading system operated by the National Association of Securities Dealers, Inc. NeoStem Common Stock
has generally been thinly traded and, although trading volume has increased since it has commenced trading on the NYSE
Amex, we cannot assure you that the NeoStem Common Stock will continue to have improved liquidity or that it will
increase above current levels. NeoStem'’s Class A Warrants also trade on the NYSE Amex, but have had very limited
trading volume. As a result, an investor may find it difficult to dispose of NeoStem Common Stock or NeoStem Class A
Warrants.

Our stock price could be volatile.

The price of NeoStem’s Common Stock has fluctuated widely in the past and may be more volatile in the future.
Factors such as the announcements of government regulation, new products or services introduced by us or by our
competition, healthcare legislation, trends in health insurance, litigation, fluctuations in operating results, our success in
commercializing our business, market conditions for healthcare stocks in general as well as economic recession could
have a significant impact on the future price of our common stock. The historically low volume of trading in NeoStem’s
Common Stock has made it more vulnerable, and it may continue to be more vulnerable, to rapid changes in price in
response to market conditions.

Our stock and Class A Warrants may be delisted from the NYSE Amex.

In connection with the Merger, NeoStem will be issuing more shares of NeoStem Common Stock and securities
convertible or exchangeable into NeoStem Common Stock than are currently outstanding. As such, the NYSE Amex takes
the position such a transaction is deemed a “reverse merger” pursuant to Section 341 of the Company Guide. Therefore,
the combined company will be eligible for continued listing on the NYSE Amex only if the post-transaction entity can meet
the standards for initial listing. There are a number of ways for NeoStem to satisfy the conditions for initial listing. Among
other criteria, most likely the common stock of the combined company would need to have a minimum market price of $2
per share. In attempting to address the minimum price-per-share requirement, NeoStem is asking its stockholders to
authorize an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to allow for a reverse stock split
within the range of 1:2 to 1:5 (see NeoStem Proposal No. 5 of this joint proxy statement/prospectus). However, there can
be no guarantee that effecting such a reverse stock split would put the market price of the combined company’s common
shares above the requisite minimum for initial listing on the NYSE Amex. Furthermore, even if the NeoStem Common
Stock satisfies the minimum price per share threshold, there can be no guarantee that NeoStem could comply with the
other applicable Company Guide rules. For instance, on a pro forma basis, while NeoStem currently meets the initial listing
standards regarding the market value of its public float, this test will be determined based upon the market value of the
NeoStem Common Stock at the time of the Merger. Other tests which will be similarly impacted include stockholders equity
and market capitalization. NeoStem has filed with the NYSE Amex a new listing application relating to the post-transaction
combined company. There is no guarantee that the combined company will continue to meet the criteria for initial listing or
that the NYSE Amex will accept NeoStem’s application relating to the post-transaction combined company.

In the event the stock of the combined company were not listed with the NYSE Amex, there is no guarantee that the
combined company could satisfy the listing requirements necessary to list on any other public exchange. In such a
scenario, the value of NeoStem'’s securities could be materially adversely affected.

Risks related to penny stocks.

Our common stock may be subject to regulations prescribed by the SEC relating to “Penny Stock.” The SEC has
adopted regulations that generally define a penny stock to be any equity security that has a market price (as defined in
such regulations) of less than $5.00 per share, subject to certain exceptions. If our common stock meets the definition of a
penny stock, it will be subject to these regulations, which impose additional sales practice requirements on broker-dealers
who sell such securities to persons other than established customers and accredited investors (as defined in Rule 501 of
the Securities Act.

Future sales of NeoStem Common Stock issued in connection with the Merger may depress its stock price.

The shares of NeoStem Common Stock issued to CBH security holders, including RimAsia, will be freely tradable in
the public market; provided, however that many of such shares shall be prohibited from being sold through the expiration
of the six-month period immediately following the consummation of the
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Merger pursuant to the terms of lock-up and voting agreements with NeoStem. The market price of NeoStem Common
Stock could fall in response to sales of a large number of shares of NeoStem Common Stock in the market after the
Merger or in response to the perception that sales of a large number of shares could occur. In addition, these sales could
create the perception by the public of difficulties or problems with NeoStem’s products and services. As a result, these
sales also might make it more difficult for NeoStem to sell equity or equity-related securities in the future at a time and
price that its board of directors deems appropriate.

Failure to maintain effective internal controls in accordance with Section 404 of the Sarbanes-Oxley Act could
have a material adverse effect on our business and stock price.

CBH reported several material weaknesses in its internal controls and concluded that it did not have effective internal
control over financial reporting as of December 31, 2008 and June 30, 2009. If (i) we fail to (a) remediate the material
weaknesses identified in CBH’s internal control over financial reporting and (b) integrate the internal controls of CBH and
NeoStem, or (ii) we fail to maintain the adequacy of internal controls over the combined company, we may not be able to
ensure that we can conclude on an ongoing basis that we have effective internal controls over financial reporting in
accordance with Section 404 of the Sarbanes-Oxley Act, as such standards are modified, supplemented or amended from
time to time (the “Sarbanes-Oxley Act”). Failure to achieve and maintain an effective internal control environment could
have a material adverse effect on our stock price and could result in our financial statements being unreliable or loss of
investor confidence in our financial reports. Additionally, failure to maintain effective internal control over our financial
reporting could result in government investigation or sanctions by regulatory authorities.

During the course of testing our internal controls, we may identify, and have to disclose, material weaknesses or
significant deficiencies in our internal controls that will have to be remediated. Implementing any appropriate changes to
our internal controls may require specific compliance training of our directors, officers and employees, entail substantial
costs in order to modify our existing accounting systems, and take a significant period of time to complete. Such changes
may not, however, be effective in maintaining the adequacy of our internal controls, and any failure to maintain that
adequacy, or consequent inability to produce accurate financial statements on a timely basis, could increase our operating
costs and could materially impair our ability to operate our business. In addition, investors’ perceptions that our internal
controls are inadequate or that we are unable to produce accurate financial statements may negatively affect our stock
price.

Risks Related to the Nature of NeoStem’s Business

NeoStem is beginning to pursue business opportunities in China in addition to those contemplated by the Agreement
and Plan of Merger, and it is expected that NeoStem’s business will develop an increasingly significant presence in China.
Please see “Risks Related to the Combined Company — Risks Related to Doing Business in China” above.

If the potential of stem cell therapy to treat serious disease is not realized, the value of our stem cell collection,
processing and storage business and our development programs and licensed technology could be significantly
reduced.

The potential of stem cell therapy to treat serious disease is currently being explored. Stem cell therapy is not a
commonly used procedure and it has not been proven in clinical trials that stem cell therapy will be an effective treatment
for diseases other than those currently addressed by hematopoietic stem cell transplants (hematopoietic stem cells are the
stem cells from which all blood cells are made). No stem cell products have been successfully developed and
commercialized to date, and none have received regulatory approval in the United States or internationally. Stem cell
therapy may be susceptible to various risks, including undesirable and unintended side effects, unintended immune
system responses, inadequate therapeutic efficacy or other characteristics that may prevent or limit its approval or
commercial use. The value of our stem cell collection, processing and storage business and our development programs
could be significantly reduced if the use of stem cell therapy to treat disease is not proven effective in the near future.

Because the stem cell industry is subject to rapid technological and therapeutic changes, our future success will
materially depend on the viability of the commercial use of stem cells for the treatment of disease.

Our success materially depends on the development of therapeutic treatments and cures for disease using stem cells.
The broader medical and research environment for such treatments and cures critically affects the
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utility of stem cells, the services we offer to the public, and our future success. The value of stem cells in the treatment of
disease is subject to potentially revolutionary technological, medical and therapeutic changes. However, future
technological and medical developments or improvements in conventional therapies could render the use of stem cells
and our services and equipment obsolete and unmarketable. As a result, there can be no assurance that our services will
provide competitive advantages over other technologies. If technological or medical developments arise that materially
alter the commerecial viability of our technology or services, we may be forced to incur significant costs in replacing or
modifying equipment in which we have already made a substantial investment prior to the end of its anticipated useful life.
Alternatively, significant advances may be made in other treatment methods or in disease prevention techniques which
could significantly reduce or entirely eliminate the need for the services we provide. The materialization of any of these
risks could have a material adverse effect on our business, financial condition, our results of operations or our ability to
operate at all.

We may be forced to undertake lengthy and costly efforts to build market acceptance of our stem cell collection,
processing and storage services as well as stem cell therapy in general, the success of which is critical to our
profitability. There can be no assurance that our services or stem cell therapy in general will gain market
acceptance. To date, only a minimal number of collections have been performed at the collection centers in our
network.

Our future success in the adult stem cell business depends on the successful and continued market acceptance of our
collection, processing and storage services as well as stem cell therapy in general. Broad use and acceptance of our
service requires marketing expenditures and education and awareness of consumers and medical practitioners who, under
present law, must order stem cell collection and treatment on behalf of a potential customer. The time and expense
required to educate and to build awareness of our services and their potential benefits and stem cell therapy in general
could significantly delay market acceptance and our ultimate profitability. The successful commercialization of our services
will also require that we satisfactorily address the concerns of medical practitioners in order to avoid potential resistance to
recommendations for our services and ultimately reach our potential consumers. No assurances can be given that our
business plan and marketing efforts will be successful, that we will be able to commercialize our services, or that there will
be market acceptance of our services or clinical acceptance of our services by physicians sufficient to generate any
material revenues for us. To date, only a minimal number of collections have been performed at the collection centers in
our network.

Ethical and other concerns surrounding the use of stem cell therapy may increase the regulation of or negatively
impact the public perception of our stem cell services, thereby reducing demand for our services.

The use of embryonic stem cells for research and stem cell therapy has been the subject of debate regarding related
ethical, legal and social issues. Although our business only utilizes adult stem cells and does not involve the more
controversial use of embryonic stem cells, the use of other types of human stem cells for therapy could give rise to similar
ethical, legal and social issues as those associated with embryonic stem cells. Additionally, it is possible that our business
could be negatively impacted by any stigma associated with the use of embryonic stem cells if the public fails to
appreciate the distinction between the use of adult versus embryonic stem cells. The commercial success of our business
will depend in part on public acceptance of the use of stem cell therapy, in general, for the prevention or treatment of
human diseases. Public attitudes may be influenced by claims that stem cell therapy is unsafe or unnecessary, and stem
cell therapy may not gain the acceptance of the public or the medical community. Public pressure or adverse events in the
field of stem cell therapy that may occur in the future also may result in greater governmental regulation of our business
creating increased expenses and potential regulatory delays relating to the approval or licensing of any or all of the
processes and facilities involved in our stem cell banking services. In the event that the use of stem cell therapy becomes
the subject of adverse commentary or publicity, our business could be adversely affected and the market price for our
common stock could be significantly harmed.
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We operate in a highly regulated environment, and our failure to comply with applicable regulations, registrations
and approvals would materially and adversely affect our business.

Historically, the FDA has not regulated banks that collect and store stem cells. More recent changes, however, require
establishments engaged in the recovery, processing, storage, labeling, packaging or distribution of any Human Cells,
Tissues, and Cellular and Tissue-Based Products (HCT/Ps) or the screening or testing of a cell tissue donor to register
with the FDA. The registration requirement was effective as of January 2004. We registered our California lab in
accordance with FDA HCT/Ps regulations but have since closed the lab and are in the process of updating our status with
the FDA. Any third party processor that we retain to process our samples must be similarly registered with FDA and
comply with HCT/Ps regulations. If we or our third party processor fail to register or update registration information in a
timely way, we will be out of compliance with FDA regulations which could adversely affect our business. The FDA also
adopted rules in May 2005 that regulate current Good Tissues Practices (cGTP). We may be or become subject to such
regulations, and there can be no assurance that we will be able, or will have the resources, to comply. Future FDA
regulations could also adversely impact or limit our ability to market or perform our services. In order to collect and store
blood stem cells we must conduct (or arrange for the conduct of) a variety of laboratory tests which are regulated under
the federal Clinical Laboratory Improvement Amendments (CLIA). Any facility conducting regulated tests must obtain a
CLIA certificate of compliance and submit to regular inspection.

Some states require additional regulation and oversight of clinical laboratories operating within their borders and some
impose obligations on out-of-state laboratories providing services to their residents. Many of the states in which we, our
strategic partners or members of our collection network engage in collection, processing or storage activities have
licensing requirements that must be complied with. Additionally, there may be state regulations impacting the use of blood
products that would impact our business. We currently have a biologics license from the State of California. We also have
two provisional licenses from the State of New York, which permit the Company to collect, process and store
hematopoietic progenitor cells (“‘HPCs") collected from New York residents, and also permit the solicitation in New York
relating to the collection of HPCs. We received a third provisional license in January 2008, permitting the California facility
to collect, process, store and use for medical research HPCs collected from New York residents. We are in the process of
notifying the State of New York of the closure of our California facility. New England Cryogenic Center, Inc., or NECC, the
cryogenic laboratory with whom we have formed a strategic alliance to provide processing and storage for consumers on
the East Coast, to process and store for certain research purposes; and PCT, the facility with whom we have formed a
strategic alliance to provide additional processing and storage capacity for commercial purposes at the cGMP level at its
California and New Jersey facilities, have each represented to the Company that each has such licenses as are required
to perform the services provided for under their respective agreements with the Company. Each such license is subject to
certain limitations. There can be no assurance that we, our strategic partners or members of our collection center network
will be able to obtain any necessary licenses required to conduct business in any states, or maintain licenses that are
required and obtained with respect to such states, including California and New York. Failure by us or by any of our
strategic partners to obtain or retain required licenses could negatively impact our business. Certain licensing requirements
involve the need to hire medical directors and others with certain training and technical backgrounds and there can be no
assurance that such individuals can be retained or will remain retained.

We may also be subject to state and federal privacy laws related to the protection of our customers’ personal health
information and state and federal laws related to the security of such personal health information and other personal data
to which we would have access through the provision of our services. In particular, we serve as a “business associate” of
various health care providers in our collection center network who are obligated to comply with privacy and security
standards adopted under the Health Insurance Portability and Accountability Act of 1996 (HIPAA). As a business
associate, we incur certain regulatory obligations, which will be changing over the next year as a result of amendments to
HIPAA under the American Recovery and Reinvestment Act of 2009 (ARRA). Under ARRA, our privacy and security
compliance burden will increase, and we will be subject to audit and enforcement by the federal government and in some
cases, enforcement by state authorities. We will also be obligated to publicly disclose wrongful disclosures or losses of
personal health information. We may be required to spend substantial amounts of time and money to comply with these
requirements, any regulations and licensing requirements, as well as any future legislative and
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regulatory initiatives. Failure to comply with applicable regulatory requirements or delay in compliance may result in,
among other things, injunctions, operating restrictions, and civil fines and criminal prosecution which would have a
material adverse effect on the marketing and sales of our services and impair our ability to operate profitably or preclude
our ability to operate at all in the future. NeoStem has transferred its processing and storage operations to NECC and PCT
due to space constraints at its California, facility, which has been closed. Any delay in complying with licensing
requirements applicable to such new processing and storage facilities could have a material adverse impact on our
business.

Our adult stem cell collection, processing and storage business was not contemplated by many existing laws
and regulations.

The service that we provide is unique. It is not medical treatment, although it involves medical procedures. It is not
clinical research, although we have recently entered the research and development arena relating to the VSEL technology
and additional research participation is part of our business plan. Our research activities are subject to different regulations
than our commercial activities. Our adult stem cell collection, processing and storage business was not contemplated by
many of the regulations in the field in which we operate and as a result, there is often considerable uncertainty when we
are analyzing the applicability of regulatory requirements. We have devoted significant resources to ensuring compliance
with those laws that we believe to be applicable and when applicability of a law is in doubt, we have opted to comply in
order to minimize risk. It is possible, however, that regulators may disagree with some of our interpretations of the law
prompting additional compliance requirements or even enforcement actions. Such enforcement may have a material
adverse effect on our operations or may require restructuring of our operations or impair our ability to operate profitably.

Our failure to comply with laws related to hazardous materials could materially harm us.

We are subject to state and federal laws regulating the proper disposal of biohazardous material. Although we believe
we are currently in compliance with all such applicable laws, a violation of such laws, or the future enactment of more
stringent laws or regulations, could subject us to liability for noncompliance and may require us to incur costs and/or
otherwise have a material adverse effect on our ability to do business.

Side effects or limitations of the stem cell collection process or a failure in the performance of our
cryopreservation storage facility or systems could harm our business and reputation.

To the extent a customer experiences adverse side effects from the stem cell collection process, the quantities of stem
cells collected through our process are ultimately determined to be in inadequate therapeutic amounts, or our
cryopreservation storage service is disrupted, discontinued or our ability to provide banked stem cells is impaired for any
reason, our business and operations could be adversely affected. Any equipment failure that causes a material interruption
or discontinuance in our cryopreservation storage of stem cell specimens could result in stored specimens being damaged
and unable to be utilized. Adverse side effects of the collection process, limitations of the collection process (such as
whether the collection process produces a sufficient quantity of stem cells for all future therapeutic applications) or
specimen damage (including contamination or loss in transit to us), could result in litigation against us and reduced future
revenue, as well as harm to our reputation. Our insurance may not adequately compensate us for any losses that may
occur due to any such adverse side effects, limitations or failures in our system or interruptions in our ability to maintain
proper, continued, cryopreservation storage services. Our systems and operations are vulnerable to damage or
interruption from fire, flood, equipment failure, break-ins, tornadoes and similar events for which we do not have redundant
systems or a formal disaster recovery plan and we may not carry sufficient business interruption insurance to compensate
us for losses that may occur. Any claim of adverse side effects or limitations or material disruption in our ability to maintain
continued uninterrupted storage systems could have a material adverse effect on our business, operating results and
financial condition.

We are dependent on existing relationships with third parties to conduct our business.

Our process of collecting stem cells involves the injection of a “mobilizing agent” which causes the stem cells to leave
the bone marrow and enter into the blood stream. The injection of this mobilizing agent is an integral part of the collection
process. There is currently only one supplier of this mobilizing agent, and we
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are currently dependent upon our relationship with such supplier to maintain an adequate supply. Although we continue to
explore alternative methods of stem cell collection, there can be no assurance that any such methods will prove to be
successful. In the event that our supplier is unable or unwilling to continue to supply a mobilizing agent to us on
commercially reasonable terms, and we are unable to identify alternative methods or find substitute suppliers on
commercially reasonable terms, we may not be able to successfully commercialize our business. We are also currently
using only one outside “apheresis” provider that also is expected to be the apheresis provider to certain of our collection
centers being operated by members of our network. “Apheresis” is the process through which stem cells are extracted
from a patient’s whole blood and it is an integral part of our collection process. Although other third parties could provide
apheresis services, any disruption in the relationship with this service would cause a delay in the delivery of our services.
In order to successfully commercialize our business, we will continue to depend upon our relationship with such companies
or we or the collection centers operated by members of our network will need to develop internal capabilities to provide this
service and obtain appropriate licensure. See also “Our research and development activities present additional risks” for
additional risks related to our dependence on third parties for development of our VSEL technology.

Our success will depend in part on establishing and maintaining effective strategic partnerships and
collaborations, which may impose restrictions on our business and subject us to additional regulation.

A key aspect of our business strategy is to establish strategic relationships in order to gain access to critical supplies, to
expand or complement our research and development or commercialization capabilities, or to reduce the cost of research
and development or commercializing services on our own. There can be no assurance that we will enter into such
relationships, that the arrangements will be on favorable terms or that such relationships will be successful. Relationships
with licensed professionals such as physicians may be subject to state and federal laws including fraud and abuse
regulations restricting the referral of business, prohibiting certain payments to physicians, or otherwise limiting our options
for structuring a relationship. If our services become widely reimbursable by government or private insurers, we could be
subject to additional regulation and perhaps additional limitations on our ability to structure relationships with physicians.
Additionally, state regulators may impose restrictions on the types of business relationships into which licensed physicians
or other licensed professionals may enter. For example, many states restrict or prohibit the employment of licensed
physicians by for-profit corporations, or the “corporate practice of medicine.” Failure to comply with applicable fraud and
abuse regulations or other regulatory requirements could result in civil fines, criminal prosecution or other sanctions. Even
if we do enter into these arrangements, we may not be able to maintain these relationships or establish new ones in the
future on acceptable terms. If we fail to structure our relationships with physicians in accordance with applicable fraud and
abuse laws or other regulatory requirements it could have a material adverse effect on our business. Furthermore, our
research arrangements may require us to grant certain rights to third parties, including exclusive rights or may have other
terms that are burdensome to us. If any of our research partners terminate their relationship with us or fail to perform their
obligations in a timely manner, our research and development activities or commercialization of our services may be
substantially impaired or delayed.

We are dependent upon our management, scientific and medical personnel and we may face difficulties in
attracting qualified employees or managing the growth of our business.

Our future performance and success are dependent upon the efforts and abilities of our management, medical and
scientific personnel. Furthermore, our future growth will require hiring a significant number of qualified technical, medical,
scientific, commercial, business and administrative personnel. In some cases, licensure laws impose certain personnel
requirements. Accordingly, recruiting and retaining such personnel in the future will be critical to our success. If we are not
able to attract and retain, on acceptable terms, the qualified personnel necessary for the continued development of our
business, including those required in order for us to obtain and maintain appropriate licensure, we may not be able to
sustain our operations or achieve our business objectives. Our failure to manage growth effectively could limit our ability to
achieve our commercialization and other goals relating to, and we may fail in developing, our new business.
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Our research and development activities present additional risks.

Our research and development activities relating to the VSEL technology are subject to many of the same risks as our
adult stem cell collection, processing and storage business, and there can be no assurance that we independently or
through collaborations will successfully develop, commercialize or market the VSEL technology. Any sublicensing
arrangements we may desire to enter into in connection with the development of this technology are subject to the prior
approval of the University of Louisville and there can be no assurance they will give such approvals although they may not
unreasonably withhold their approval. Further, we have development obligations under our exclusive license agreement
with the University of Louisville pursuant to which we have licensed the VSEL technology. As we historically have had
minimal capacity to conduct research and development activities, to assist in meeting such development obligations we
have entered into a sponsored research agreement with the University of Louisville pursuant to which research services
are being provided. Accordingly, we are dependent on the University’s performance in developing the VSEL technology.
Additional research projects are also being pursued. We will, however, require additional research and development
capacity, and access to funds to undertake additional research projects and to meet our obligations under the license
agreement and fully develop the VSEL technology and integrate it into our business, and expect losses to increase as our
research and development efforts progress. In this regard, in September 2009 we signed a lease for an approximately
8,000 square foot office and laboratory suite in Cambridge, Massachusetts that we are in the process of outfitting to serve
as our research and development headquarters and at which we will further develop the VSEL technology, among other
things. We have applied for SBIR grants and also anticipate seeking to obtain such funds through applications for other
State and Federal grants, grants abroad, direct investments into SCTI, strategic arrangements as well as other funding
sources to help offset all or a portion of these costs. In September 2009, NeoStem was notified of its award of a Grand
Opportunities (GO) grant in the amount of $108,746 under the American Recovery and Reinvestment Act (RRA) of 2009
from the National Institute of Arthritis and Musculoskeletal and Skin Diseases (NIAMD) of the National Institutes of Health
(NIH). However, there can be no assurance that further such funds will be received. We must also successfully develop
increased internal research capability at our new facility or establish relationships to provide such research capability and
facilities. There can be no assurance that we will be successful in these efforts. Further, we must meet payment and other
obligations under the VSEL license and sponsored research agreements. The VSEL license agreement requires the
payment of certain license fees, royalties and milestone payments, payments for patent filings and applications and the
use of due diligence in developing and commercializing the VSEL technology. The sponsored research agreement
requires periodic and milestone payments. Our failure to meet financial or other obligations under the license or sponsored
research agreements in a timely manner could result in the loss of some or all of our rights to proprietary technology (as
an example, portions of the license may be converted to a non-exclusive license or could be terminated entirely), and/or
we could lose our right to have the University of Louisville conduct research and development efforts.

The commercial viability of our VSEL technology is subject to substantially the same risks as our adult stem cell
collection, processing and storage business, but it may also depend upon our ability to successfully expand the number of
VSELSs collected through our adult stem cell collection process into a therapeutically viable amount as well as the utility of
VSELSs for therapeutic purposes. As the number of VSELs which can be isolated from the adult peripheral blood collected
is relatively small, the ability to create a therapeutic quantity of VSELs from a small number of cells may be essential to
effectively using VSELs. There are many biotechnology laboratories attempting to develop stem cell expansion
technology, but to date, stem cell expansion techniques are very inefficient and typically the target cells stop dividing
naturally, keeping the yield low. A critical aspect of our adult stem cell collection and banking service relating to the VSEL
technology could therefore be the utilization of stem cell expansion processes, and there can be no assurance that such
technology will be effective or available at all.

Moreover, stem cell collection and harvesting techniques are rapidly developing and could undergo significant change
in the future. Such rapid technological development could result in our VSEL technology becoming obsolete prior to its
successful integration into our collection, processing and storage business. Successful biotechnology development in
general is highly uncertain and is dependent on numerous factors,
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many of which are beyond our control. Technology that appears promising in the early phases of development may fail to
be successfully commercialized for numerous reasons, including, but not limited to competing technologies for the same
indication.

We believe that the VSEL technology is properly classified under the FDA’s HCT/P regulatory paradigm and should not
be classified as a medical device or as a biologic or drug. There can be no assurance that the FDA would agree that this
category of regulatory classification applies to the VSEL technology, and the reclassification of VSELs technology could
have adverse consequences for us and make it more difficult or expensive for us to conduct our business by requiring
regulatory clearance, approval and/or compliance with additional regulatory requirements.

If there is any decline in interest in medical tourism, there could be a material adverse effect on the business,
financial condition and results of operations of the combined company.

We plan to include medical tourism in our business strategy by providing innovative, safe, and effective therapies
abroad that are not yet approved in the United States. If the anticipated growth of medical tourism does not occur over the
next few years, or if fewer people travel abroad for the purpose of medical care, there could be a resulting decline in our
results of operations. Also, any American governmental approval of therapies and technologies offered in China by us
could decrease the American public’s reliance on medical tourism, and could therefore detract from the combined
company'’s business. Any such setbacks to our business strategy could harm the business, financial condition and
operating results of the combined company.

Uninsured claims and litigation could adversely impact our operating results.

We expect to have insurance coverage against operating hazards, including product liability claims and personal injury
claims related to our products and services, to the extent deemed prudent by our management and to the extent insurance
is available, but no assurance can be given that the nature and amount of that insurance will be sufficient to fully indemnify
us against liabilities arising out of pending and future claims and litigation. This insurance has deductibles or self-insured
retentions and contains certain coverage exclusions. The insurance does not cover damages from breach of contract by
us or based on alleged fraud, gross negligence, misrepresentation or other deceptive trade practices. Insurance and
customer agreements do not provide complete protection against losses and risks, and our results of operations could be
adversely affected by unexpected claims not covered by insurance.

Risks Related to Competition — NeoStem Business

The stem cell preservation market has and continues to become increasingly competitive.

We may face competition from companies with far greater financial, marketing, technical and research resources,
name recognition, distribution channels and market presence than us, who are marketing or developing new services that
are similar to the services that are now being or may in the future be developed by us. There can be no assurance that we
will be able to compete successfully.

For example, in the established market for cord blood stem cell banking, the growth in the number of families banking
their newborn’s cord blood stem cells has been accompanied by an increasing landscape of competitors. Our business,
which has been more recently developed, already faces competition from other established operators of stem cell
preservation businesses and providers of stem cell storage services. We believe that certain of our competitors have
established stem cell banking services to process and store stem cells collected from adipose tissue (fat tissue). This type
of stem cell banking will require partnering with cosmetic surgeons who perform liposuction procedures. In addition, we
believe the use of adult stem cells from adipose tissue will require extensive clinical trials to prove the safety and efficacy
of such cells and the enzymatic process required to extract adult stem cells from fat. From a technology perspective this
ability to expand a small number of stem cells could present a competitive alternative to stem cell banking. The ability to
create a therapeutic quantity of stem cells from a small number of cells is essential to using embryonic stem cells and
would be desirable to treat patients who can only supply a small number of their own stem cells. There are many
biotechnology laboratories attempting to develop stem cell expansion technology, but to date, stem cell expansion
techniques are very inefficient and typically the target cells stop dividing naturally,
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keeping the yield low. Failure of stem cell expansion technology could have an adverse effect on our ability to fully utilize
our VSEL technology, which will be dependent upon access to reliable stem cell expansion technology. However, even
though reliable stem cell expansion technology may ease some of the limitations of the competitive alternatives to our
business, it would also allow us to utilize the VSEL technology and also complement adult stem cell banking by allowing
individuals to extend the banking of an initial collection of cells for many applications.

We also understand that other technologies are being developed which claim the ability to harvest stem cells through a
variety of other techniques, such as turning skin cells into cells that behave like embryonic stem cells or harvesting stem
cells from the pulp of baby teeth. It is possible that such technologies, or other technologies, will prove to be more
successful, have a faster rate of market penetration or have broader application than ours. It is also possible that
technological or medical breakthroughs by our current or future competitors will render NeoStem'’s business of stem cell
preservation commercially or otherwise unappealing or obsolete. In addition, NeoStem believes that one’s use of his or her
own (autologous) stem cells presents fewer risks and increases therapeutic value of stem cell therapy but NeoStem could
nonetheless face competition from companies seeking to promote the benefits of third party donors.

In the event that we are not able to compete successfully with our current or potential competitors, it may be difficult for
us to grow our revenue and maintain our existing business without incurring significant additional expenses to try to refine
our technology, services or approach to our business to better compete, and even then there would be no guarantee of
success.

To the extent NeoStem is enabling the delivery of therapies in the PRC from which it may derive revenues, others may
provide competing therapies.

We may face competition in the future from established cord blood banks and some hospitals.

Cord blood banks such as ViaCord (a division of ViaCell International, a wholly-owned subsidiary of PerkinElmer, Inc.)
or Cryo-Cell International may be drawn to the field of stem cell collection because their processing labs and storage
facilities can be used for processing adult stem cells from peripheral blood and their customer lists may provide them with
an easy access to the market. We estimate that there are approximately 56 cord blood banks in the United States,
approximately 27 of which are autologous (donor and recipient are the same) and approximately 29 of which are allogeneic
(donor and recipient are not the same). Hospitals that have transplant centers to serve cancer patients may elect to
provide some or all of the services that we provide. We estimate that there are approximately 197 hospitals in the United
States with stem cell transplant centers. All of these competitors may have access to greater financial resources. In
addition, other established companies with greater access to financial resources may enter our markets and compete with
us. There can be no assurance that we will be able to compete successfully.

Since healthcare insurers and other organizations may not pay or be permitted to pay for our products or may
impose limits on reimbursements, our ability to become profitable could be reduced.

Successful sales of health care services and products depend in part upon the availability and amounts of
reimbursement from third party healthcare payor organizations, including government agencies, private healthcare
insurers and other healthcare payors, such as health maintenance organizations and self-insured employee plans. There
is considerable pressure to reduce the cost of therapeutic products, and government and other third party payors are
increasingly attempting to contain healthcare costs by limiting both coverage and the level of reimbursement for new
therapeutic products. Uncertainty exists as to the reimbursement status of newly approved healthcare products or novel
therapies such as ours. We can give no assurance that reimbursement will be provided by such payors at all or without
substantial delay or, if such reimbursement is provided, that the approved reimbursement amounts will be sufficient to
enable us to sell products we develop on a profitable basis.
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Risks Related to Intellectual Property — NeoStem Business

There is significant uncertainty about the validity and permissible scope of patents in the biotechnological
industry. We may not be able to obtain patent protection.

There can be no assurance that the patent applications to which we hold rights will result in the issuance of patents, or
that any patents issued or licensed to our company will not be challenged and held to be invalid or of a scope of coverage
that is different from what we believe the patent's scope to be. Further, there can be no assurance that any future patents
related to these technologies will ultimately provide adequate patent coverage for or protection of our present or future
technologies, products or processes. Our success will depend, in part, on whether we can obtain patents to protect our
own technologies; obtain licenses to use the technologies of third parties if necessary, which may be protected by patents;
protect our trade secrets and know-how; and operate without infringing the intellectual property and proprietary rights of
others.

We may be unable to protect our intellectual property from infringement by third parties.

Despite our efforts to protect our intellectual property, third parties may infringe or misappropriate our intellectual
property or may develop intellectual property competitive to ours. Our competitors may independently develop similar
technology, duplicate our processes or services or design around our intellectual property rights. As a result, we may have
to litigate to enforce and protect our intellectual property rights to determine their scope, validity or enforceability.
Intellectual property litigation is costly, time-consuming, diverts the attention of management and technical personnel and
could result in substantial uncertainty regarding our future viability. The loss of intellectual property protection or the
inability to secure or enforce intellectual property protection would limit our ability to develop and/or market our services in
the future. This would also likely have an adverse affect on the revenues generated by any sale or license of such
intellectual property. Furthermore, any public announcements related to such litigation or regulatory proceedings could
adversely affect the price of our common stock.

Third parties may claim that we infringe on their intellectual property.

We also may be subject to costly litigation in the event our technology infringes upon another party’s proprietary rights.
Third parties may have, or may eventually be issued, patents that would be infringed by our technology. Any of these third
parties could make a claim of infringement against us with respect to our technology. We may also be subject to claims by
third parties for breach of copyright, trademark or license usage rights. An adverse determination in any litigation of this
type could require us to design around a third party’s patent, license alternative technology from another party or otherwise
result in limitations in our ability to use the intellectual property subject to such claims. Litigation and patent interference
proceedings could result in substantial expense to us and significant diversion of efforts by our technical and management
personnel. An adverse determination in any such interference proceedings or in patent litigation to which we may become
a party could subject us to significant liabilities to third parties or, as noted above, require us to seek licenses from third
parties. If required, the necessary licenses may not be available on acceptable financial or other terms or at all. Adverse
determinations in a judicial or administrative proceeding or failure to obtain necessary licenses could prevent us, in whole
or in part, from commercializing our products, which could have a material adverse effect on our business, financial
condition and results of operations.

If we are unable to obtain future financing when needed, we may not be able to pay fees relating to our licenses,
patents or other intellectual property on a timely basis or at all, which could result in a loss of any or all of our
intellectual property rights.

Our License Agreement with the University of Louisville requires, and other license agreements to which we are or may
become a party in the future will or may require, us to pay license fees, royalties and milestone payments and fees for
patent filings and applications. In addition, obtaining and maintaining patent protection depends, in part, on our ability to
pay the applicable filing and maintenance fees. Our failure to meet financial obligations under our license agreements in a
timely manner or our non-payment or delay in payment of our patent fees, could result in the loss of some or all of our
rights to proprietary technology or the inability to secure or enforce intellectual property protection. The loss of any or all of
our intellectual property rights would limit our ability to develop and/or market our services, which would materially
adversely affect our business, financial condition and results of operations.
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Risks Related to the SEC Informal Request — NeoStem Business

We have received an informal request for documents in connection with an SEC investigation of a third party
matter

In connection with the SEC's investigation of a matter referred to as a matter of a third party (the “Third Party”), we
have received an informal request from the SEC, dated December 23, 2008, for the voluntary production of documents
and information concerning the issuance, distribution, registration, purchase, sale and/or offer to sell our securities from
January 1, 2007 to the present. The Third Party served as the lead underwriter of our public offering that was
consummated in August 2007. We are cooperating fully with the SEC’s request. While there is no indication to date that
we are the target of an investigation and the letter stated that the request should not be construed as an indication by the
SEC or its staff that any violation of the federal securities laws has occurred, nor should it be considered a reflection upon
any person, entity or security, there can be no assurance that the SEC will not take any action against us. Any
determination by the SEC to take action against us could be costly and time consuming, could divert the efforts and
attention of our directors, officers and employees from the operation of our business and could result in sanctions against
us, any or all of which could have a material adverse effect on our business and operating results.

Risks Related to the Nature of Erye’s Business

The following section describes risks related to Erye’s business. Unless otherwise indicated in this section, references
to “we,” “us” or “our company” in this section of the risk factors refer to Erye. Please see “Risks Related to the Combined
Company — Risks Related to Doing Business in China” for a description of the risks Erye may encounter in China. For
additional risk factors relating to the Merger with NeoStem, see “Risks Related to the Merger” and “Risks Related to the
Joint Venture” above.

Risks related to our strategy and risks related to our inability to carry out such strategy.

Our strategy may be based on wrong assumptions and may be seriously flawed and may even in fact damage our
performance, competitive position in the market and even our ability to survive in the market place. Even if the strategy is
correct, we may never be able to successfully implement our strategy or implement the strategy in the desired fashion.
These risk factors may cause major risks to our performance and even survival.

Risks related to the implementation of our operational and marketing plan.

Our operational plan and marketing plan may be seriously flawed and even in fact damage our performance,
competitive position in the market and even our ability to survive in the market place. Even if the operational plan and the
marketing plan are correct, we may never be able to successfully implement the plans or implement the strategy in the
desired fashion. These risk factors may cause major risks to our performance and even survival.

Risks related to our products and services.

Our products and services involve direct or indirect impact on human health and life. The drugs, products and services
provided may be flawed and cause dangerous side effects and even fatality in certain cases and lead to major business
losses and legal and other liabilities and damages to us.

Risks related to product liability claims.

We face the risk of loss resulting from, and adverse publicity associated with, product liability lawsuits, whether or not
such claims are valid. We may not be able to avoid such claims. In addition, our product liability insurance may not be
adequate to cover such claims and we may not be able to obtain adequate insurance coverage in the future at acceptable
costs. A successful product liability claim that exceeds our policy limits could require us to pay substantial sums.

Risks related to our technology and our platforms.

Our technologies and platforms may be seriously defective and flawed producing wrong and harmful results, exposing
us to significant liabilities. Even if they are not defective or flawed, these technologies and platforms may become
outdated, losing their value and thus affecting our competitive advantages.
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Risks related to competition.

We compete with other companies, many of whom are developing or can be expected to develop products similar to
ours. Our market is a large market with many competitors. Many of our competitors are more established than we are, and
have significantly greater financial, technical, marketing and other resources than we presently possess. Some of our
competitors have greater name recognition and a larger customer base. These competitors may be able to respond more
quickly to new or changing opportunities and customer requirements and may be able to undertake more extensive
promotional activities, offer more attractive terms to customers, and adopt more aggressive pricing policies. We cannot
assure you that we will be able to compete effectively with current or future competitors or that the competitive pressures
we face will not harm our business.

Marketing risks.

Newly developed drugs and technologies may not be compatible with market needs. Because markets for drugs
differentiate geographically inside China, we must develop and manufacture our products to accurately target specific
markets to ensure product sales. If we fail to invest in extensive market research to understand the health needs of
consumers in different geographic areas, we may face limited market acceptance of our products, which could have a
material adverse effect on our sales and earnings.

Risks related to research and the ability to develop new drugs.

Our growth and survival depends on our ability to consistently discover, develop and commercialize new products and
find new and improve on existing technologies and platforms. As such, if we fail to make sufficient investments in
research, be attentive to consumer needs or do not focus on the most advanced technologies, our current and future
products could be surpassed by more effective or advanced products of other companies.

Risks relating to difficulty in defending intellectual property rights from infringement.

Our success depends, in large part, on our ability to protect our current and future technologies and products and to
defend our intellectual property rights. If we fail to protect our intellectual property adequately, competitors may
manufacture and market products similar to ours. Numerous patents covering our technologies have been issued to us,
and we have filed, and expect to continue to file, patent applications seeking to protect newly developed technologies and
products in various countries, including China. Some patent applications in China are maintained in secrecy until the
patent is issued. Because the publication of discoveries tends to follow their actual discovery by many months, we may not
be the first to invent, or file patent applications on any of our discoveries. Patents may not be issued with respect to any of
our patent applications and existing or future patents issued to or licensed by us may not provide competitive advantages
for our products. Patents that are issued may be challenged, invalidated or circumvented by our competitors. Furthermore,
our patent rights may not prevent our competitors from developing, using or commercializing products that are similar or
functionally equivalent to our products.

We also rely on trade secrets, non-patented proprietary expertise and continuing technological innovation that we seek
to protect, in part, by entering into confidentiality agreements with licensees, suppliers, employees and consultants. These
agreements may be breached and there may not be adequate remedies in the event of a breach. Disputes may arise
concerning the ownership of intellectual property or the applicability of confidentiality agreements. Moreover, our trade
secrets and proprietary technology may otherwise become known or be independently developed by our competitors. If
patents are not issued with respect to products arising from research, we may not be able to maintain the confidentiality of
information relating to these products.

Risks relating to third parties that may claim that we infringe on their proprietary rights and may prevent us from
manufacturing and selling certain of our products.

There has been substantial litigation in the pharmaceutical industry with respect to the manufacturing, use and sale of
new products. These lawsuits relate to the validity and infringement of patents or proprietary rights of third parties. We may
be required to commence or defend against charges relating to the infringement of patent or proprietary rights. Any such
litigation could:
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¢ require us to incur substantial expense, even if we are insured or successful in the litigation;

* require us to divert significant time and effort of our technical and management personnel;

¢ resultin the loss of our rights to develop or make certain products; and

e require us to pay substantial monetary damages or royalties in order to license proprietary rights from third parties.

Although patent and intellectual property disputes within the pharmaceutical industry have often been settled through
licensing or similar arrangements, costs associated with these arrangements may be substantial and could include the
long-term payment of royalties. These arrangements may be investigated by regulatory agencies and, if improper, may be
invalidated. Furthermore, the required licenses may not be made available to us on acceptable terms. Accordingly, an
adverse determination in a judicial or administrative proceeding or a failure to obtain necessary licenses could prevent us
from manufacturing and selling some of our products or increase our costs to market these products.

In addition, when seeking regulatory approval for some of our products, we are required to certify to regulatory
authorities, including the SFDA, that such products do not infringe upon third party patent rights. Filing a certification
against a patent gives the patent holder the right to bring a patent infringement lawsuit against us. Any lawsuit would delay
regulatory approval by the SFDA. A claim of infringement and the resulting delay could result in substantial expenses and
even prevent us from manufacturing and selling certain of our products.

Our launch of a product prior to a final court decision or the expiration of a patent held by a third party may result in
substantial damages to us. Depending upon the circumstances, a court may award the patent holder damages equal to
three times its loss of income. If we are found to infringe a patent held by a third party and become subject to such treble
damages, these damages could have a material adverse effect on the results of our operations and financial condition.

Risks related to growth and the ability to manage growth.

For our company to survive and to succeed, we have to consistently grow. However, the management and we may not
be able to achieve or manage such growth. The inability to achieve and maintain and manage growth will significantly
affect our survival and market position.

Dependence on key personnel.

We depend on our key management and technological personnel. The unavailability or departure of such key
personnel may seriously disrupt and harm our operations, business and the implementation of our business strategy and
plans. Although most of these personnel are founders and shareholders of our company, there can be no assurance that
we can be successful in retaining them.
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THE NEOSTEM SPECIAL MEETING OF STOCKHOLDERS

The accompanying proxy is solicited by the NeoStem Board of Directors for use at the special meeting of stockholders
to be held on October 29, 2009, at 11:00 a.m., local time, or at any postponement or adjournment thereof (the “NeoStem
Special Meeting”). The NeoStem Special Meeting will be held at the offices of NeoStem, Inc. located at 420 Lexington
Avenue, Suite 450, New York, NY 10170. NeoStem'’s telephone number is (212) 584-4180.

These proxy solicitation materials will be mailed on or about October __, 2009 to all stockholders entitled to vote at the
NeoStem Special Meeting.

Purpose of the NeoStem Special Meeting

The purpose of the NeoStem Special Meeting is to consider and vote upon proposals:

1.

To approve the issuance of securities of NeoStem pursuant to the terms and conditions of the Agreement and Plan
of Merger, dated as of November 2, 2008, as amended (the “Agreement and Plan of Merger”), by and among
NeoStem, China Biopharmaceuticals Holdings, Inc. (“CBH"), CBH Acquisition LLC, a wholly-owned subsidiary of
NeoStem (“Subco”), and China Biopharmaceuticals Corp., a wholly-owned subsidiary of CBH, pursuant to which
CBH will merge with and into Subco, with Subco as the surviving entity (the “Merger”).

To approve an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to increase the
number of shares of preferred stock, par value $0.01 per share, authorized for issuance from 5,000,000 shares to
20,000,000 shares (and a corresponding increase in NeoStem'’s total authorized shares from 505,000,000 to
520,000,000).

. To approve the issuance of NeoStem Common Stock in order to permit the potential conversion of the Series C

Convertible Preferred Stock into 9,086,124 shares of NeoStem Common Stock upon the election of the holders
thereof.

To approve the issuance of NeoStem Common Stock in order to permit (i) the potential exercise of up to 13,932,512
warrants and (ii) the automatic conversion of the Series D Convertible Preferred Stock into 12,932,510 shares of
NeoStem Common Stock, together with the elimination of certain restrictions regarding certain warrant exercises
and stock conversions.

To approve an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to effect a reverse
stock split of NeoStem Common Stock at a ratio within the range of 1:2 to 1:5, as determined by the NeoStem Board
of Directors, solely in the event it is deemed by the NeoStem Board of Directors necessary for NeoStem to maintain
its listing with the NYSE Amex or to list NeoStem Common Stock on any other exchange.

To approve an amendment to the NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”) to increase the
number of shares of NeoStem Common Stock authorized for issuance thereunder from 3,800,000 shares to
9,750,000 shares.

To adopt the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-U.S. Plan”) with
respect to the 4,700,000 shares of NeoStem Common Stock authorized for issuance thereunder.

To approve an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to provide for the
classification of the Board of Directors into three classes and certain related provisions regarding the Board of
Directors.

. To approve (i) an amendment to NeoStem’s 2003 Equity Participation Plan (the “2003 Plan”) to grant the NeoStem

Board of Directors or an appropriate committee thereof the authority to reprice options, (ii) a one-time repricing of
the exercise price of certain NeoStem options and warrants to purchase shares of NeoStem Common Stock and (iii)
giving the Board of Directors or an appropriate committee thereof discretion to issue certain cash or equity awards in
connection with the one-time repricing.
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10. To adjourn the NeoStem Special Meeting, if necessary, to solicit additional proxies, in the event that there are not
sufficient votes at the time of the NeoStem Special Meeting to approve the proposals submitted at the NeoStem
Special Meeting.

11. To transact such other business as may properly come before the NeoStem Special Meeting or any adjournment or
postponement thereof.

Record Date and Outstanding Shares

The close of business on August 31, 2009 has been fixed by the NeoStem Board of Directors as the record date for
determination of the stockholders of NeoStem entitled to notice of, and to vote at, the NeoStem Special Meeting or any
postponement or adjournment of the NeoStem Special Meeting. Holders of record of NeoStem Common Stock and
NeoStem Series B Preferred at the close of business on the record date are entitled to notice of, and to vote at, the
NeoStem Special Meeting. As of the record date, there were approximately 1,263 stockholders of record holding an
aggregate of 8,541,848 shares of NeoStem Common Stock, and approximately one stockholder of record holding an
aggregate of 10,000 shares of NeoStem Series B Preferred.

Stock Ownership of Management and Certain Stockholders

As of the record date, the directors and executive officers of NeoStem collectively owned beneficially approximately
15.53% of the outstanding shares. Each director and officer of NeoStem, as well as RimAsia and Fullbright/EET, has
entered into a lock-up and voting agreement and agreed to vote all shares of NeoStem Common Stock held by them
(collectively, the “NeoStem Lock-Up Shares”) in favor of the issuance of NeoStem securities in connection with the Merger,
which NeoStem Lock-Up Shares represent approximately 25.66% of the shares of NeoStem Common Stock outstanding
as of August 31, 2009.

Voting Rights and Solicitation of Proxies; Expenses

This solicitation of proxies is made on behalf of the NeoStem Board of Directors and the cost thereof will be borne by
NeoStem. Expenses will include reimbursements paid to brokerage firms and others for their expenses incurred in
forwarding solicitation material regarding the special meeting to beneficial owners of NeoStem Common Stock and
NeoStem Series B Preferred. Further solicitation of proxies may be made personally, by email or by telephone by
NeoStem'’s directors, officers and employees who will not receive additional compensation for the solicitation. NeoStem
had hired a consultant to provide investor relations services and this consultant may also solicit proxies personally, by
email or by telephone. In addition, NeoStem and CBH have retained the firm of The Altman Group, Inc. to provide services
as proxy solicitor in connection with this joint proxy statement/prospectus. NeoStem and CBH estimate that the costs for
such services will be in the aggregate amount of $17,500, including reimbursements for telephone call charges and out-of-
pocket expenses. In paying the fees of The Altman Group, Inc., NeoStem will bear $10,000 of the cost and CBH will pay
$7,500.

On August 31, 2009, there were outstanding 8,541,848 shares of NeoStem Common Stock and 10,000 shares of
NeoStem Series B Preferred. Holders of record of NeoStem Common Stock at the close of business on August 31, 2009
will be entitled to one vote for each share held on each matter submitted to a vote of the stockholders of NeoStem. Holders
of record of NeoStem Series B Preferred will be entitled to ten votes per share on each matter submitted to a vote of the
stockholders of NeoStem. Shares of NeoStem Common Stock and NeoStem Series B Preferred vote together as one
class. Unless the context otherwise requires, all references to NeoStem “stockholders” in this proxy statement refer to
holders of NeoStem Common Stock and NeoStem Series B Preferred. Cumulative voting by stockholders is not permitted.

Vote Required
Votes required to approve the proposals presented to the NeoStem stockholders are as follows:

(a) The affirmative vote of a majority of the total votes cast in person or by proxy will be required for the approval of
each of the following proposals:

¢ The issuance of NeoStem securities in connection with the Merger (NeoStem Proposal No. 1);
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¢ the issuance of NeoStem Common Stock in order to permit the potential conversion of the Series C Convertible
Preferred Stock into 9,086,124 shares of NeoStem Common Stock upon the election of the holders thereof
(NeoStem Proposal No. 3);

¢ The issuance of NeoStem Common Stock in order to permit (i) the potential exercise of up to 13,932,512 warrants
and (ii) the automatic conversion of the Series D Convertible Preferred Stock into 12,932,510 shares of NeoStem
Common Stock, together with the elimination of certain restrictions regarding warrant exercises and stock
conversions (NeoStem Proposal No. 4);

¢« The amendment to the NeoStem, Inc. 2009 Equity Compensation Plan to increase the number of shares of
Common Stock available for issuance thereunder from 3,800,000 shares to 9,750,000 shares (NeoStem Proposal
No. 6);

¢ The adoption of the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-U.S. Plan”)
with respect to the 4,700,000 shares of NeoStem Common Stock authorized for issuance thereunder (NeoStem
Proposal No. 7); and

« Approval of (i) an amendment to NeoStem’s 2003 Equity Participation Plan (the “2003 Plan”) to grant the NeoStem
Board of Directors or an appropriate committee thereof the authority to reprice options, (ii) a one-time repricing of
the exercise price of certain NeoStem options and warrants to purchase shares of NeoStem Common Stock and
(iii) giving the Board of Directors or an appropriate committee thereof discretion to issue certain cash or equity
awards in connection with the one-time repricing (NeoStem Proposal No. 9).

Abstentions and broker “non-votes” with regard to any such proposal are not considered to have been voted on the
proposal and therefore will not have any effect on the vote for such proposals.

(b) The affirmative vote of the holders of a majority of the voting power outstanding as of the record date will be
required for the approval of each of the following proposals:

«  Approval of the amendment to NeoStem’s Amended and Restated Certificate of Incorporation to permit a reverse
stock split of NeoStem Common Stock at a ratio within the range of 1:2 to 1:5, as determined by the NeoStem
Board of Directors, solely in the event it is deemed by the Board of Directors necessary for NeoStem to maintain its
listing with the NYSE Amex or to list NeoStem Common Stock on any other exchange (NeoStem Proposal No. 5);
and

« Approval of an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to provide for the
classification of the Board of Directors into three classes and certain related provisions regarding the Board of
Directors (NeoStem Proposal No. 8).

If you abstain or do not instruct your broker how to vote with respect to these proposals, your abstention or broker non-
vote will have the same effect as a vote against each of these proposals.

(c) The affirmative vote of the holders of a majority of the voting power outstanding as of the Record Date of (i)
NeoStem Common Stock and NeoStem Series B Preferred Stock, voting together as a single class, and (ii) NeoStem
Series B Preferred Stock and NeoStem Series D Preferred Stock, voting together as a single class, is required to approve
the amendment to NeoStem’s Amended and Restated Certificate of Incorporation to increase the number of shares of
NeoStem preferred stock authorized for issuance from 5,000,000 shares to 20,000,000 shares (and a corresponding
increase in NeoStem’s total authorized shares from 505,000,000 to 520,000,000) (NeoStem Proposal No. 2).

If you abstain or do not instruct your broker how to vote with respect to this proposal, your abstention or broker non-
vote will have the same effect as a vote against this proposal.

(d) The affirmative vote of a majority of the stockholders present in person or represented by proxy at the NeoStem
Special Meeting and entitled to vote will be required to approve an adjournment of the NeoStem Special Meeting, if
necessary, to solicit additional proxies, in the event that there are not sufficient votes at the time of the NeoStem Special
Meeting to approve the proposals submitted at the NeoStem Special Meeting (NeoStem Proposal No. 10).
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NeoStem’s stockholders will not have any rights of appraisal or similar dissenter’s rights with respect to any matter to
be acted upon at the NeoStem Special Meeting.

Each director and officer of NeoStem, as well as RimAsia and Fullbright, has entered into a lock-up and voting
agreement and agreed to vote all shares of NeoStem Common Stock held by them (collectively, the “NeoStem Lock-Up
Shares”) in favor of the issuance of NeoStem securities in connection with the Merger, which NeoStem Lock-Up Shares
represent approximately 25.66% of the shares of NeoStem Common Stock outstanding as of August 31, 2009.

Quorum; Abstentions; Broker Non-Votes

A quorum must exist for the transaction of business at the special stockholders’ meetings (other than a motion to
adjourn the respective special meeting). For NeoStem, the presence at the NeoStem Special Meeting, in person, by
remote communication or by proxy, of the holders of a majority of the total outstanding voting power is necessary to
constitute a quorum for the transaction of business at the NeoStem Special Meeting. Abstentions and broker “non-votes”
(as defined below) are counted as present and entitled to vote for purposes of determining a quorum. If you submit a
properly executed proxy card, even if you abstain from voting, your shares will be considered part of the quorum.

Voting of Proxies; Revocation of Proxies

The proxy accompanying this joint proxy statement/prospectus is solicited on behalf of the NeoStem Board of Directors
for use at the NeoStem Special Meeting.

After carefully reading and considering the information contained in and incorporated by reference into this joint proxy
statement/prospectus, please submit your proxy in the manner set forth herein as soon as possible.

If you are a NeoStem stockholder of record, you may submit a proxy by (i) marking, signing and dating the NeoStem
proxy card enclosed herewith and returning it to NeoStem in the postage-paid envelope provided before the NeoStem
Special Meeting or (ii) following the instructions to vote by telephone or internet that appear on your proxy card.

Please note that there are separate arrangements for submitting voting instructions if your shares are registered in
NeoStem's stock records in the name of a broker, bank or other nominee and held on your behalf in street name.
NeoStem's stockholders, who own shares through a broker or bank, should check the instructions forwarded by their
broker, bank or other holder of record to see which methods are available for submitting voting instructions.

If you are a stockholder of record and you do not submit a proxy or attend at the NeoStem Special Meeting and vote in
person, your shares will not be represented or voted at the NeoStem Special Meeting.

« All properly signed proxies that NeoStem receives prior to the vote at the meeting and that are not revoked will be
voted at the NeoStem Special Meeting according to the instructions indicated on the proxies or, if no direction is
indicated, will be voted FOR (1) the approval of the issuance of NeoStem securities in connection with the Merger;
(2) an amendment to NeoStem’s Amended and Restated Certificate of Incorporation to increase the aggregate
number of authorized shares of preferred stock from 5,000,000 shares to 20,000,000 shares (and a corresponding
increase in NeoStem's total authorized shares from 505,000,000 to 520,000,000); (3) the issuance of NeoStem
Common Stock to permit the potential conversion of the Series C Convertible Preferred Stock into 9,086,124
shares of NeoStem Common Stock upon the election of the holders thereof; (4) the issuance of NeoStem Common
Stock to permit (i) the potential exercise of up to 13,932,512 warrants and (ii) the automatic conversion of the Series
D Convertible Preferred Stock into 12,932,510 shares of NeoStem Common Stock, together with the elimination of
certain restrictions regarding warrant exercises and stock conversions; (5) an amendment to NeoStem’s Amended
and Restated Certificate of Incorporation to effect a reverse stock split of NeoStem Common Stock within the range
of 1:2 to 1:5, as determined by the NeoStem Board of Directors, solely in the event it is deemed necessary for
compliance with applicable listing standards; (6) an amendment to the NeoStem, Inc. 2009 Equity Compensation
Plan to increase the number of shares of NeoStem Common Stock authorized
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for issuance thereunder from 3,800,000 shares to 9,750,000 shares; (7) the adoption of the NeoStem, Inc. 2009
Non-U.S. Based Equity Compensation Plan (the “2009 Non-U.S. Plan”) with respect to the 4,700,000 shares of
NeoStem Common Stock authorized for issuance thereunder; (8) an amendment to NeoStem’s Amended and
Restated Certificate of Incorporation to provide for the classification of the Board of Directors into three classes and
certain related provisions regarding the Board of Directors, (9) (i) an amendment to NeoStem’s 2003 Equity
Participation Plan (the “2003 Plan”) to grant the NeoStem Board of Directors or an appropriate committee thereof
the authority to reprice options, (ii) a one-time repricing of the exercise price of certain NeoStem options and
warrants to purchase shares of NeoStem Common Stock and (jii) giving the Board of Directors or an appropriate
committee thereof discretion to issue certain cash or equity awards in connection with the one-time repricing and
(10) the adjournment of the NeoStem Special Meeting, if necessary, to solicit additional proxies, in the event that
there are not sufficient votes at the time of the NeoStem Special Meeting to approve the proposals submitted at the
NeoStem Special Meeting.

You may revoke your proxy at any time before it is exercised at the meeting by taking any of the following actions:

delivering a written notice to the secretary of NeoStem by any means, including facsimile, bearing a date later than
the date of the proxy, stating that the proxy is revoked;

signing and delivering a proxy relating to the same shares and bearing a later date prior to the vote at the NeoStem
Special Meeting; or

attending the NeoStem Special Meeting and voting in person, although attendance at the meeting will not, by itself,
revoke a proxy. Please note, however, that if your shares are held of record by a broker, bank, or other nominee
and you wish to vote at the meeting, you must bring to the meeting a letter from the broker, bank, or other nominee
confirming your beneficial ownership of the shares.

The NeoStem Board of Directors does not know of any matter that is not referred to in this joint proxy
statement/prospectus to be presented for action at the NeoStem Special Meeting. If any other matters are properly brought
before the NeoStem Special Meeting, the persons named in the NeoStem proxies will have discretion to vote on such
matters in accordance with their best judgment.
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THE CBH SPECIAL MEETING OF STOCKHOLDERS

The accompanying proxy is solicited by the CBH Board of Directors for use at the special meeting of stockholders to be
held on October 29, 2009, at 9:00 a.m., local time, or at any postponement or adjournment thereof (the “CBH Special
Meeting”), for the purposes set forth herein and in the accompanying Notice of Special Meeting of Stockholders. The CBH
Special Meeting will be held at the offices of NeoStem, Inc. located at 420 Lexington Avenue, Suite 450, New York, NY
10170. CBH's telephone number is (86) 512 6855 0568.

These proxy solicitation materials will be mailed on or about October __, 2009 to all stockholders entitled to vote at the
CBH Special Meeting.

Purpose of the CBH Special Meeting
The purpose of the CBH Special Meeting is to consider and vote upon proposals for:

* The approval and adoption of the Agreement and Plan of Merger. Adoption of the Agreement and Plan of Merger
also will constitute approval of the Merger and the other transactions contemplated by the Agreement and Plan of
Merger.

« The adjournment of the CBH Special Meeting, if necessary, to solicit additional proxies, in the event that there are
not sufficient votes at the time of the CBH Special Meeting to approve the proposals submitted at the CBH Special
Meeting.

Record Date and Outstanding Shares

The close of business on August 31, 2009 has been fixed by the CBH Board of Directors as the record date for
determination of the stockholders of CBH entitled to notice of, and to vote at, the CBH Special Meeting or any
postponement or adjournment of the CBH Special Meeting. Holders of record of CBH Common Stock and CBH Series B
Preferred Stock at the close of business on the record date are entitled to notice of, and to vote at, the CBH Special
Meeting. As of the record date, there were approximately 275 stockholders of record holding an aggregate of 37,207,313
shares of CBH Common Stock and one stockholder of record holding an aggregate of 6,653,656 shares of CBH Series B
Preferred Stock.

There had recently been two holders of CBH Series A Convertible Preferred Stock (“CBH Series A Preferred Stock™),
and such holders elected to convert the 75,000 shares of CBH Series A Preferred Stock held by them into CBH Common
Stock, and to receive the merger consideration for the CBH Common Stock for such shares.

Stock Ownership of Management and Certain Stockholders

As of the record date, the directors and executive officers of CBH collectively owned beneficially approximately 28.66%
of the outstanding shares of CBH Common Stock. As of the record date, the directors and executive officers of NeoStem
collectively owned beneficially approximately 1.82% of the outstanding shares of CBH Common Stock. In connection with
execution of the Agreement and Plan of Merger, each of the officers and directors of CBH, and each of RimAsia, Erye and
EET and certain holders of CBH Common Stock have entered into a lock-up and voting agreement, pursuant to which they
have agreed to vote their shares of CBH Common Stock (collectively, the “CBH Lock-Up Shares”) in favor of the Merger
and to the other transactions contemplated by the Agreement and Plan of Merger. The CBH Lock-Up Shares represent
approximately 34.22% of the voting power of the CBH Common Stock outstanding as of August 31, 2009 and also applies
to additional shares beneficially owned by certain of such persons including spouses. In addition, the sole holder of the
CBH Series B Preferred Stock has entered into a lock-up and voting agreement pursuant to which it has agreed to vote all
shares of CBH Series B Preferred Stock held by it in favor of such proposal.

Voting Rights and Solicitation of Proxies; Expenses

This solicitation of proxies is made on behalf of the CBH Board of Directors and the cost thereof will be borne by CBH.
Expenses will include reimbursements paid to brokerage firms and others for their expenses incurred in forwarding
solicitation material regarding the special meeting to beneficial owners of CBH Common Stock and CBH Series B
Preferred Stock. Further solicitation of proxies may be made personally, by
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email or by telephone by CBH's directors, officers and employees who will not receive additional compensation for the
solicitation. CBH and NeoStem have retained the firm of The Altman Group, Inc. to provide services as proxy solicitor in
connection with this joint proxy statement/prospectus. NeoStem and CBH estimate that the costs for such services will be
in the aggregate amount of $17,500, including reimbursements for telephone call charges and out-of-pocket expenses. In
paying the fees of The Altman Group, Inc., CBH will bear $7,500 of the cost and NeoStem will pay $10,000. In addition,
NeoStem had hired a consultant to provide investor relations services and this consultant may also solicit proxies
personally, by email or by telephone.

On August 31, 2009, there were outstanding 37,207,313 shares of CBH Common Stock and 6,653,656 shares of CBH
Series B Preferred Stock, all of which are entitled to vote with respect to the CBH proposals presented in this joint proxy
statement/prospectus. Each holder of CBH Common Stock and each holder of CBH Series B Preferred Stock of record at
the close of business on August 31, 2009, is entitled to one vote for each share of CBH Common Stock held and one vote
for each share of CBH Series B Preferred stock held.

Vote Required

The approval of the proposal regarding the adoption of the Agreement and Plan of Merger will require the affirmative
vote of the holders of at least a majority of the outstanding voting power of the CBH Common Stock. In addition, the
adoption of the Agreement and Plan of Merger will require the approval of the holders of at least a majority of the shares of
CBH Series B Preferred Stock outstanding as of the record date, voting as a separate class. If you abstain or do not vote,
your abstention or non-vote will have the same effect as a vote against the Merger proposal.

In connection with execution of the Agreement and Plan of Merger, each of the officers and directors of CBH, and each
of RimAsia, Erye and EET and certain holders of CBH Common Stock have entered into a lock-up and voting agreement,
pursuant to which they have agreed to vote their shares of CBH Common Stock (collectively, the “CBH Lock-Up Shares”)
in favor of the Merger and to the other transactions contemplated by the Agreement and Plan of Merger. The CBH Lock-
Up Shares represent approximately 34.22% of the voting power of the CBH Common Stock outstanding as of August 31,
2009 and also applies to additional shares beneficially owned by certain of such persons including spouses. In addition,
the sole holder of the CBH Series B Preferred Stock has entered into a lock-up and voting agreement pursuant to which it
has agreed to vote all shares of CBH Series B Preferred Stock held by it in favor of such proposal.

The proposal regarding the approval of an adjournment of the CBH Special Meeting, if necessary, will require the
affirmative vote of a majority of shares entitled to vote on adjournment and represented either in person or by proxy at the
CBH Special Meeting.

Quorum; Abstentions; Broker Non-Votes

A quorum must exist for the transaction of business at the CBH Special Meeting. A quorum will require (i) the presence
in person or by proxy of the holders of shares of stock having a majority of the votes which could be cast by the holders of
all outstanding shares of stock entitled to vote at the CBH Special Meeting AND (ii) the presence in person or by proxy of
the holders of a majority of the outstanding shares of CBH Series B Preferred Stock. Broker non-votes (i.e., shares held by
brokers or nominees which are represented at the CBH Special Meeting, but that such broker or nominee is not
empowered to vote an a particular proposal) and abstentions are counted as present and entitled to vote for purposes of
determining a quorum. If you submit a properly executed proxy card, even if you abstain from voting, your shares will be
considered part of the quorum.

Abstentions and broker non-votes will have the same effect as a negative vote on the proposal relating to the Merger.
Voting of Proxies; Revocation of Proxies

The proxy accompanying this joint proxy statement/prospectus is solicited on behalf of the CBH Board of Directors for
use at the CBH Special Meeting.
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After carefully reading and considering the information contained in and incorporated by reference into this joint proxy
statement/prospectus, please submit your proxy in the manner set forth herein as soon as possible.

If you are a CBH stockholder of record, you may submit a proxy by (i) marking, signing and dating the CBH proxy card
enclosed herewith and returning it to CBH in the postage-paid envelope provided before the CBH Special Meeting or (ii)
following the instructions to vote by telephone or internet that appear on your proxy card.

Please note that there are separate arrangements for submitting voting instructions if your shares are registered in
CBH's stock records in the name of a broker, bank or other nominee and held on your behalf in street name. CBH
stockholders, who own shares through a broker or bank, should check the instructions forwarded by their broker, bank or
other holder of record to see which methods are available for submitting voting instructions.

If you are a stockholder of record and you do not submit a proxy or attend at the CBH Special Meeting and vote in
person, your shares will not be represented or voted at the CBH Special Meeting.

All properly signed proxies that CBH receives prior to the vote at the CBH Special Meeting and that are not revoked will
be voted at the CBH Special Meeting according to the instructions indicated on the proxies or, if no direction is indicated,
will be voted FOR the adoption and approval of the Agreement and Plan of Merger.

You may revoke your proxy at any time before it is exercised at the CBH Special Meeting by taking any of the following
actions:

« delivering a written notice to the secretary of CBH by any means, including facsimile, bearing a date later than the
date of the proxy, stating that the proxy is revoked;

« signing and delivering a proxy relating to the same shares and bearing a later date prior to the vote at the CBH
Special Meeting; or

« attending the CBH Special Meeting and voting in person, although attendance at the meeting will not, by itself,
revoke a proxy. Please note, however, that if your shares are held of record by a broker, bank, or other nominee
and you wish to vote at the meeting, you must bring to the meeting a letter from the broker, bank, or other nominee
confirming your beneficial ownership of the shares.

The CBH Board of Directors does not know of any matter that is not referred to in this joint proxy statement/prospectus
to be presented for action at the CBH Special Meeting. If any other matters are properly brought before the CBH Special
Meeting, the persons named in the CBH proxies will have discretion to vote on such matters in accordance with their best
judgment.

Rights of Dissenting Stockholders

The General Corporation Law of the State of Delaware grants appraisal rights in the Merger to the holders of CBH
Common Stock and CBH Series B Preferred Stock. Under the General Corporation Law of the State of Delaware, CBH
stockholders may demand in writing that CBH pay the fair value of their shares, together with interest, as determined by
the Delaware Court of Chancery. Fair value takes into account all relevant factors but excludes any appreciation or
depreciation from the accomplishment or expectation of the Merger. Stockholders who elect to exercise appraisal rights
must comply with all of the procedures to preserve those rights. CBH has attached a copy of the text of Section 262 of the
General Corporation Law of the State of Delaware (which sets forth the appraisal rights) as Annex B to this joint proxy
statement/prospectus.

Section 262 sets forth the required procedure a stockholder requesting appraisal rights must follow. The procedural
rules are specific and must be followed completely. Failure to comply with the procedure may cause a termination of your
appraisal rights. CBH is providing you only a summary of your rights and the procedure. The following information is
qualified in its entirety by the provisions of Section 262. Please review Section 262 for the complete procedure. Neither
NeoStem nor CBH will give you any notice other than as described in this joint proxy statement/prospectus and as required
by the General Corporation Law of the State of Delaware.
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Appraisal Rights Procedures

If you are a CBH stockholder and you wish to exercise your appraisal rights, you must satisfy the provisions of Section
262 of the General Corporation Law of the State of Delaware. Section 262 requires, in part, the following:

Your written demand for appraisal: You must deliver a written demand for appraisal to CBH before the vote is taken
at the special meeting of stockholders. The written demand must be separate and apart from any vote against the
Merger.

You refrain from voting for approval of the Merger: You must not vote for approval of the Agreement and Plan of
Merger. If you vote in favor of the Agreement and Plan of Merger, your right to appraisal will terminate, even if you
previously filed a written demand for appraisal.

You continuously hold your CBH shares: You must continuously hold your shares of CBH stock from the date you
make the demand for appraisal through the closing of the Merger. You should read the paragraphs below for more
details on making a demand for appraisal.

A written demand for appraisal of CBH stock is only effective if it is signed by, or for, the stockholder of record who
owns such shares at the time the demand is made. The demand must be signed as the stockholder’s name
appears on its stock certificate(s). If you are the beneficial owner of CBH stock but not the stockholder of record,
you must have the stockholder of record sign a demand for appraisal.

If you own CBH stock in a fiduciary capacity, such as a trustee, guardian, or custodian, you must disclose the fact
that you are signing the demand for appraisal in that capacity.

If you own CBH stock with more than one person, such as in a joint tenancy or tenancy in common, all of the
owners must sign, or have signed for them, the demand for appraisal. An authorized agent, which could include
one or more of the joint owners, may sign the demand for appraisal for a stock holder of record; however, the agent
must expressly disclose who the stockholder of record is and that he is signing the demand as that stockholder’s
agent.

If you are a record owner, such as a broker, who holds CBH stock as a nominee for others, you may exercise a
right of appraisal with respect to the shares held for one or more beneficial owners, while not exercising such right
for other beneficial owners. In such a case, you should specify in the written demand the number of shares as to
which you wish to demand appraisal. If you do not expressly specify the number of shares, CBH will assume that
your written demand covers all the shares of CBH stock that are in your name.

If you are a CBH stockholder, you should address the written demand to China Biopharmaceuticals Holdings, Inc.,
No. 859, Pan Xu Road, Suzhou, Jiangsu Province, China, 215000. It is important that CBH receive all written
demands before the vote concerning the Agreement and Plan of Merger is taken. As explained above, this written
demand should be signed by, or on behalf of, the stockholder of record. The written demand for appraisal should
specify the stockholder's name and mailing address, the number of shares of stock owned, and that the stockholder
is thereby demanding appraisal of such stockholder's shares.

If you fail to comply with any of these conditions and the Merger becomes effective, you will only be entitled to
receive the Merger consideration provided in the Agreement and Plan of Merger.

Written Notice: Within ten days after the Effective Date of the Merger, CBH must give written notice that the Merger
has become effective to each stockholder who has fully complied with the conditions of Section 262.

Petition with the Chancery Court: Within 120 days after the Effective Date of the Merger, either CBH or any
stockholder who has complied with the conditions of Section 262 may file a petition in the Delaware Court of
Chancery. This petition should request that the Chancery Court determine the value of the shares of CBH stock
held by all of the stockholders who are entitled to appraisal rights. If you intend to exercise your rights of appraisal,
you should file such a petition in the Chancery
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Court. CBH has no obligation, and has no intention at this time, to file such a petition. Because CBH has no
obligation to file such a petition, if no stockholder files such a petition within 120 days after the closing, you will lose
your rights of appraisal.

«  Withdrawal of Demand: If you change your mind and decide you no longer want appraisal rights, and you have not
filed a petition in the Court of Chancery or joined such a proceeding, you may withdraw your demand for appraisal
rights at any time within 60 days after the Effective Date of the Merger. You may also withdraw your demand for
appraisal rights after 60 days, but less than 120 days, after the Effective Date of the Merger, but only with the
written consent of CBH. If you withdraw your demand for appraisal rights, you will be entitled to receive the Merger
consideration (without interest) provided in the Agreement and Plan of Merger.

* Request for Appraisal Rights Statement: If you have complied with the conditions of Section 262, you are entitled to
receive a statement from CBH. This statement will set forth the aggregate number of shares not voted in favor of
the Merger and with respect to which demands for appraisal have been received, and the aggregate number of
stockholders who own those shares. In order to receive this statement, you must send a written request to CBH
within 120 days after the closing of the Merger. After the Merger, CBH has ten days after receiving a request to
mail the statement to the stockholder.

¢ Chancery Court Procedures: If you properly file a petition for appraisal in the Chancery Court and deliver a copy to
CBH, CBH will then have 20 days to provide the Chancery Court with a list of the names and addresses of all
stockholders who have demanded appraisal rights and have not reached an agreement with CBH as to the value of
their shares. The Chancery Court will then send notice of the time and place fixed for the hearing of the petition to
all of the stockholders who have demanded appraisal rights. If the Chancery Court decides it is appropriate, it has
the power to conduct a hearing to determine whether the stockholders have fully complied with Section 262 of the
General Corporation Law of the State of Delaware and whether they are entitled to appraisal rights under that
section. The Chancery Court may also require you to submit your stock certificates to the Registry in Chancery so
that it can note on the certificates that an appraisal proceeding is pending. If you do not follow the Chancery
Court’s directions, you may be dismissed from the proceeding.

« Appraisal of Chancery Shares: After the Chancery Court determines which stockholders are entitled to appraisal
rights, the Chancery Court will appraise the shares of stock. To determine the fair value of the shares, the
Chancery Court will consider all relevant factors except for any appreciation or depreciation due to the
accomplishment or expectation of the Merger. After the Chancery Court determines the fair value of the shares, it
will direct CBH to pay that value to the stockholders who are entitled to appraisal rights, together with interest.
Interest shall be compounded quarterly and shall accrue at 5% over the Federal Reserve Discount Rate (including
any surcharge), unless in its discretion the Court of Chancery determines otherwise. In order to receive the fair
value for your shares, you must surrender your stock certificates to CBH.

* The Chancery Court could determine that the fair value of shares of CBH stock is more than, the same as, or less
than the Merger consideration. In other words, if you demand appraisal rights, you could receive less consideration
than you would under the Agreement and Plan of Merger.

« Costs and Expenses of Appraisal Proceeding: The costs (which do not include attorneys’ or experts’ fees) of the
appraisal proceeding may be assessed against CBH and the stockholders participating in the appraisal proceeding,
as the Chancery Court deems equitable under the circumstances. You may also request that the Chancery Court
allocate the expense of the appraisal action incurred by any stockholder pro rata against the value of all of the
shares entitled to appraisal.

« Loss of Stockholders’ Rights: If you demand appraisal rights, after the closing of the Merger you will not be entitled
to:

° vote your shares of stock, for any purpose, for which you have demanded appraisal rights;
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° receive payment of dividends or any other distribution with respect to such shares, except for dividends or

distributions, if any, that are payable to holders of record as of a record date prior to the effective time of Merger;
or

° receive the payment of the consideration provided for in the Agreement and Plan of Merger.

An appraisal proceeding in the Chancery Court cannot be dismissed unless the Chancery Court approves. The
Chancery Court may condition its approval upon any terms that it deems just.

If you fail to comply strictly with these procedures you will lose your appraisal rights. Consequently, if you wish to

exercise your appraisal rights, CBH strongly urges you to consult a legal advisor before attempting to exercise your
appraisal rights.
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NEOSTEM PROPOSAL NO. 1

TO APPROVE THE ISSUANCE OF SECURITIES IN CONNECTION WITH THE MERGER PURSUANT TO THE
AGREEMENT AND PLAN OF MERGER

-AND-
CBH PROPOSAL NO. 1

TO ADOPT THE AGREEMENT AND PLAN OF MERGER

This section of the joint proxy statement/prospectus describes the proposed Merger. While NeoStem and CBH believe
that the description in this section covers the material terms of the Merger and the related transactions, this summary may
not contain all of the information that is important to you. You should carefully read this entire document and the other
documents NeoStem and CBH have referred to in this joint proxy statement/prospectus for a more complete
understanding of the Merger. The Agreement and Plan of Merger, dated as of November 2, 2008, together with
Amendment No. 1 thereto, dated as of July 1, 2009, and Amendment No. 2 thereto, dated as of August 27, 2009, is
attached to this joint proxy statement/prospectus as Annex A. All references to the “Agreement and Plan of Merger” refer to
the agreement as amended.

Background of the Merger

Prior to becoming NeoStem’s Chairman and CEO in June 2006, Dr. Robin Smith was introduced to CBH in 2005. She
personally invested in CBH around that time and sat on its advisory board during the period April 1, 2005 through March
31, 2006. During this period of time, CBH acquired its 51% interest in Erye, and as a result Dr. Smith became
knowledgeable regarding Erye and its operations. She continued to follow CBH'’s progress after the expiration of her CBH
advisory board service.

At a Board meeting held on September 27, 2007, the Board authorized management of the Company to move forward
with identifying merger and acquisition target companies as a means of more quickly generating revenues for the
Company. At this meeting Dr. Smith introduced the Board to a financial consultant who had been recently retained for the
express purpose of assisting the Company in identifying target companies. The financial consultant made an initial
presentation to the Board about M&A strategy. At a Board meeting held on November 12, 2007, the Board was updated by
Dr. Smith on the status of this activity and the Board reiterated its directive that the Company continue to identify
acquisition candidates and update them from time to time.

Accordingly, in her capacity as CEO of NeoStem and in furtherance of this directive, in December 2007, Dr. Smith and
Chris Peng Mao, CBH's CEO, met at the NeoStem offices in New York City. Dr. Smith sought to better understand
reasons for the dramatic decline in the trading price of CBH’s Common Stock which had traded at a high of $1.50 per
share during the fourth quarter of 2005 (following the consummation of CBH's acquisition of a 51% ownership interest in
Erye in June 2005) to a low of $0.24 during the fourth quarter of 2007. In contrast, Erye’s revenues had substantially
increased from $22,300,736 for the year ended December 31, 2006 to $31,881,294 for the year ended December 31,
2007, a more than 42% increase year over year. These discussions between Dr. Smith and Mr. Mao included the
acknowledgement by each of them that it did not appear that a fair value for Erye was being reflected in the market price of
CBH'’s common stock. They shared a belief that this might be a result of the adverse experience with the Sheyang Enshi
Pharmaceutical acquisition completed by CBH in June 2006 and that Erye was still a valuable business. Accordingly, the
discussions addressed whether a fair value of Erye might be captured, but no valuation discussions were had at this time.

Dr. Smith and Mr. Mao also discussed at their December 2007 meeting the future of medical therapies and the
advantages of merging eastern and western medicine as it relates to translational pharmaceutical remedies and stem cell
therapy. They recounted a visit together in February 2006 to a Beijing Hospital to observe stem cell therapy being
administered to patients for ALS, spinal cord injury and other neurological disorders. In January 2008, having returned to
China, Mr. Mao began looking into stem cell companies in China that might both enhance the NBS business model and
expand CBH'’s drug pipeline. Mr. Mao’s focus eventually was narrowed to three China stem cell companies, all of which
were using stem cells to treat
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patients with neurological disease. While one of these companies was focused on domestic China, the other two were
focused on medical tourism. Mr. Mao called Dr. Smith in January 2008 to explore NeoStem's interest in these companies.

On January 29, 2008 management of NeoStem presented the Board of Directors with a Strategic Alternatives Analysis
which included identifying a number of possible acquisition candidates and other strategic alternatives, and the Board
authorized the Company to retain the services of an investment bank to advise it with respect to acquisition opportunities.
CBH was identified in this Strategic Alternatives Analysis as one of the target companies for which due diligence had
commenced. CBH had been identified as a potential target following Dr. Smith’s meetings with Mr. Mao in December
2007. CBH had been considered an attractive acquisition candidate based on its robust revenues and a belief that CBH’s
stock was substantially undervalued. However, its business was not synergistic with the Company’s stem cell business
which was initially viewed as a drawback. However, Mr. Mao had indicated to Dr. Smith that CBH was willing to tie any
acquisition to the expansion of the stem cell business in China through partnerships or acquisitions. On February 15, 2008
the Company retained the services of an investment bank well-known in the biotechnology industry to assist in identifying
and evaluating acquisition opportunities and began working through this process with them. The term of the agreement
with the investment bank was through August 15, 2008. At the outset, the banker commenced financial due diligence on
CBH. In March 2008, the banker provided the Company with an analysis of the value of CBH and included proposed
possible merger consideration which NeoStem might offer in a value range between $0.51 and $1.01 per CBH share (or
an exchange ratio of between approximately .32 and .63 NeoStem shares for each outstanding CBH share). At the time,
the current per share market price of CBH common stock was approximately $0.15 (a low point in its 52 week range from
$0.15 to $0.51) and the current market price of NeoStem common stock was approximately $1.60 per share. The lower
end of the range of suggested merger consideration would be based on RimAsia agreeing to reduce the conversion price
associated with the CBH preferred stock held by it. The suggested per share prices were well within the range of values
for CBH suggested in the investment banker’s analysis.

On March 25, 2008, Dr. Smith briefed the Board on the status of the review of potential acquisition opportunities,
including opportunities in China that had been presented by Mr. Mao and a summary of the March 2008 transaction
analysis by its investment banker. At this meeting, the Board authorized Dr. Smith and Dr. Wayne Marasco, the Chairman
of the NeoStem Scientific Advisory Board, to travel to China to conduct due diligence on the companies identified by Mr.
Mao in his review. From March 26 — 29, 2008, Drs. Smith and Marasco traveled to China and met with Mr. Mao and Mr.
Stephen Globus, a CBH Board member. Meetings were held during that period with representatives of the China target
companies identified by Mr. Mao. One such company was Shandong New Medicine Research Institute of Integrated
Traditional and Western Medicine (“Shandong New Medicine”) with a domestic stem cell business in China, and the other
was a Hong Kong based stem cell business with a focus on medical tourism in neurological treatment.

Upon Drs. Smith and Marasco’s return from China, discussions were had during the first two weeks of April 2008,
among NeoStem’s management (including Dr. Smith, Mr. Larry May, the Company’s Chief Financial Officer and Ms.
Catherine Vaczy, the Company’s General Counsel), Dr. Marasco, NeoStem'’s bankers, and outside counsel to NeoStem to
determine the best course with which to move forward. Dr. Smith also had discussions in this regard at this time with
Board members Mr. Myers and Mr. Berman. On the one hand, the Company was interested in pursuing CBH because it
was a revenue generating business and the Company was interested in a means by which to substantially increase its
revenues in the short term. However, CBH as a traditional pharmaceutical business was non-synergistic with the
Company'’s stem cell business. Furthermore, NeoStem had agreed with CBH not to move forward with either of the stem
cell companies in China on a stand alone basis given that CBH had made the introductions to each company. Shandong
New Medicine represented a stem cell company with a domestic business and its principals were understood to have
good relationships with the China Ministry of Health and local hospitals licensed to perform stem cell therapies. However,
Shandong New Medicine was at a very early stage in its development. The Hong Kong company, on the other hand, was
a more mature company.

The determination was made to move forward and attempt to negotiate both transactions with CBH as the common
entity. Officers of NeoStem, including Dr. Smith, Mr. May and Ms. Vaczy met with their outside counsel at meetings held in

New York on April 14% and April 15M to begin working on term sheets relating to
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an acquisition of CBH and Shandong New Medicine and CBH and the Hong Kong company. On May 5 th a conference
call was held among NeoStem and CBH representatives regarding these term sheets. On May 13, 2008 a meeting of the
NeoStem Board was held at which Dr. Smith presented a summary of the findings from the China trip, the status of term
sheet negotiations and in general discussed the status to date of acquisition opportunities. The Board was informed that
Mr. Mao and representatives of Shandong New Medicine were arriving in New York City imminently to continue
discussions relating to a transaction. The Board authorized management to move forward with the best acquisition
opportunity and structure in the judgment of management.

Accordingly, during the week of May 12, 2008, lengthy meetings took place in New York City among representatives of
NeoStem (principally Dr. Smith, Ms. Vaczy, Mr. May and Lowenstein Sandler, as outside counsel), CBH (principally Mr.
Mao and Stephen Globus and Troutman Sanders as outside counsel), Shandong New Medicine (principally Dr. Taihu
Wang) and other representatives, including bankers to NeoStem. NeoStem’s bankers patrticipated in these meetings in
assisting NeoStem in determining ranges of fair prices for the transactions. The banker provided the Company with two
proposed merger considerations. Under each scenario, the current per share market price of CBH common stock was $.15
and the current market price of NeoStem common stock was $1.60 per share. The terms of each were the same except
that under the alternate consideration scenario, RimAsia would agree to reduce the conversion price associated with the
CBH preferred stock held by it to $.51 per share.

Proposed Merger Consideration Scenario

Under this analysis, an offer price of $1.01 per CBH share was proposed which represented

¢« a573% premium to the then market price

¢ a.631 exchange ratio

» amultiple of 1.8 times the enterprise value of $58 million based on the last twelve months of revenue.
Proposed Alternate Merger Consideration Scenario

Under this analysis, an offer price of $.51 per CBH share was proposed which represented

e a240% premium to the then market price

¢ a.319 exchange ratio

« amultiple of 1.2 times the enterprise value of $39.6 million based on the last twelve months of revenue.

These meetings culminated on May 16, 2008 with the signing of a non-binding letter of intent among NeoStem, CBH and
Shandong New Medicine to combine all three parties simultaneously. At this time, the representatives of CBH and
Shandong New Medicine returned to China.

The non-binding letter of intent contemplated the purchase of (x) Shandong New Medicine for 5,000,000 shares of
NeoStem common stock (2 million of which would be contingent on certain performance or regulatory milestones) and (y)
the acquisition of CBH for (i) 8,000,000 shares of NBS common stock to be issued to the holders of common and preferred
stock of CBH other than RimAsia, and 2,800,000 shares of new NeoStem preferred stock in exchange for the CBH
preferred stock held by RimAsia, plus a package of 4.8 million NeoStem warrants for CBH warrant holders (including
RimAsia).

The form of the transaction was specifically not agreed to at the time of the execution of the letter of intent. Discussions
ensued over the next months among the parties' professionals, principally those representing NeoStem and CBH, with
respect to deal structure issues, including tax, accounting, securities and regulatory issues both in the United States and in
China. The principal structural issues faced by the parties during this time involved: whether the NYSE Amex would view
this transaction as a reverse merger and, accordingly, require the Company on a combined basis to meet the Exchange’s
new listing criteria; whether the transaction could be effected on a tax free basis, which included, among other things,
spinning off Keyuan Pharmaceuticals, a subsidiary of CBH with few assets, into a separate entity; accomplishing the
reformation of Shandong New Medicine into a limited liability company and preparing it to be audited in accordance with
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U.S. GAAP and SEC standards; and ensuring, in general, compliance of the overall transaction with PRC law given that
the PRC is a region in which the Company has no prior business experience and the business laws are not as well
developed as in the United States.

In addition, the position of RimAsia needed to be further defined, causing changes in the business deal. RimAsia was
not a party to the letter of intent. At the time of entering into the letter of intent, it was assumed by the parties that RimAsia
would agree to receive merger consideration based on the same exchange ratio to be applied to the CBH common shares.
However, this approach did not recognize nor reflect the significant and superior rights that attached to the CBH Series B
Preferred Shares held by RimAsia versus the CBH common shares. RimAsia, whose consent was necessary for an
acquisition, was unwilling to accept the letter of intent terms. Subsequent to the letter of intent, Robin Smith and Catherine
Vaczy of NeoStem engaged in direct negotiation with RimAsia, and, with the assistance of NeoStem'’s investment banker,
remodeled what might constitute satisfactory merger consideration for RimAsia. The foregoing discussions between
representatives of NeoStem and representatives of RimAsia took place principally during the following periods: July
17th — 20th and October 21st — November 1st, 2008. This, in combination with the continued accretion of interest under
the CBH Series B Preferred Shares held by RimAsia over a period of several months, resulted in the consideration for the
transaction being modified as described below. Other changes from the letter of intent to the final agreement reflected
below were a result of due diligence by NeoStem, the passage of a substantial amount of time, the fact that the structure
of this (and any) transaction takes on a more definitive shape as the definitive merger agreement is negotiated, and the
changing interests of the various parties.

* The consideration provided for in the Merger Agreement to be paid: (i) to CBH common shareholders consisted of
7,500,000 shares of NeoStem Common Stock (150,000 of which would be held in escrow to satisfy potential
indemnification claims post-closing); (ii) to CBH Series A Preferred Shareholders consisted of 50,000 shares of
NeoStem Common Stock; and (iii) to certain CBH debt holders consisted of an aggregate of 100,000 shares of
NeoStem Common Stock. The consideration provided for in the Merger Agreement to be paid to CBH warrant
holders (excluding RimAsia) consisted of: (i) NeoStem Class C Warrants to purchase an aggregate of 2,012,097
shares of NeoStem Common Stock at an exercise price of $2.50 per share; or (ii) a CBH warrant holder could
receive what he was entitled to in a merger under the terms of the original CBH warrant.

* The consideration provided for in the Merger Agreement to be paid to RimAsia consisted of: (i) 5,383,009 shares of
NeoStem Common Stock; (ii) 6,977,512 shares of Series C Convertible Preferred Stock convertible into 7,752,791
shares of NeoStem Common Stock; and (iii) NeoStem Class B Warrants to purchase 2,400,000 shares of NeoStem
Common Stock at $0.80 per share.

* As provided in the Merger Agreement, NeoStem agreed to use its reasonable best efforts to cause the members of
NeoStem's Board of Directors to consist of the following five members promptly following the closing: Robin L.
Smith (Chairman), current Chairman of the Board and Chief Executive Officer of NeoStem; Madam Zhang Jian, the
Chairman and Chief Financial Officer of CBH, the General Manager of Erye and a 10% holder of EET, and Richard
Berman, Steven S. Myers and Joseph Zuckerman, each then a director of NeoStem (the latter three to be
independent directors). Within four months following the closing, NeoStem’s Board of Directors would be increased
from five to seven and the two vacancies created thereby would be filled with a designee of RimAsia, who would
initially be Eric Wei, and with an independent director to be selected by the NeoStem Nominating Committee. The
letter of intent had provided that the Board of Directors post-closing would consist of Dr. Robin Smith, Chris Mao (or
another person designated by CBH reasonably acceptable to NeoStem), and three independent directors, and
within two months of closing, Eric Wei (or another RimAsia designee) and an independent director selected by the
NeoStem Nominating Committee, would be added.

Drafting of the definitive Agreement and Plan of Merger (which would incorporate the economic and other terms of the
non-binding letter of intent among the parties, as modified by subsequent involvement of RimAsia and other events) and
the Share Exchange Agreement commenced.
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With respect to the telephone calls and meetings among the parties that occurred in the spring and summer of 2008
and are described below as the parties sought to finalize the terms and structure of the transaction and to negotiate the
definitive documents, the principal negotiating parties for this transaction who participated consisted of the following
individuals:

e For NeoStem, Dr. Smith, Ms. Vaczy and Mr. May and its counsel Lowenstein Sandler PC

¢ For CBH, Mr. Mao, Board member Stephen Globus (until the Agreement and Plan of Merger was executed), CFO
Madam Zhang Jian and its counsel Troutman Sanders LLP (the “CBH Representatives”, with Madam Zhang also
participating on behalf of EET, the 49% joint venture partner in Erye)

* For Shandong New Medicine, Dr. Taihua Wang and its counsel Deheng Law Firm
¢ For RimAsia Capital Partners, L.P., Eric Wei, Managing Director, and RimAsia’s counsel Reed Smith LLP

In the discussion below, references to meetings attended by representatives of any one of these parties in almost all
instances refer to the above individuals.

On June 6, 2008, a conference call among the representatives of NeoStem, CBH and Shandong New Medicine was
had to again discuss how a transaction with these parties could be structured. Also during May and June, legal due
diligence by NeoStem’s PRC Counsel, King and Wood commenced.

On June 23, 2008, an initial draft of each of the Agreement and Plan of Merger and the Share Exchange Agreement
(intended to be used in connection with the Shandong New Medicine transaction) were circulated by NeoStem's counsel to
the entire working group.

Meanwhile, given the mandate from the Company’s Board to effect an acquisition transaction, on June 25, 2008
NeoStem also signed a non-binding letter of intent with the Hong Kong company that had been introduced to it by Mr. Mao,
providing for consideration that consisted of shares of the Company’s Common Stock and cash. The Company viewed this
as an alternate transaction in the event the CBH and/or Shandong New Medicine transaction could not move forward. The
Hong Kong company later demanded more consideration and it was determined to not move forward with this transaction.

On July 16, 2008 a meeting of the NeoStem Board was held. At this meeting, Dr. Smith presented to the Board an
update on the status of the acquisition activity in China. The Board authorized the Company to continue pursuing the
transactions with CBH and Shandong New Medicine as well as continuing to consider the second Hong Kong stem cell
company. They acknowledged that an important aspect of the CBH/Shandong transaction was that it was an all stock deal
and would not deplete the Company’s cash on hand.

On July 17" and July 18t conference calls including the proposed parties to the transaction, the representatives of
NeoStem, CBH, and Shandong described above as well as NeoStem'’s auditors and representatives of RimAsia, took
place. The material terms of the merger transaction discussed in the July 17th and 18th conferences included: (i) the
amount of RimAsia’s approximately $13,000,000 in CBH preferred stock that they would be willing to convert in connection
with the merger transaction and the number of RimAsia’s 12,000,000 outstanding CBH warrants that they would be willing
to exchange for new NeoStem warrants and the terms of the new warrants; (ii) whether the combined post-merged entity
would need to be newly listed on the NYSE Amex under their rules; (i) the amount of cash from the LXB litigation
settlement that would be made available to be distributed to CBH and remain in the post closing entity; (iv) whether the
transaction should and could be structured as a tax free reorganization under US laws; (v) the need for approval of each of
NeoStem and CBH shareholders of the transaction and the documentation and process associated with this approval; (vi)
Board and management composition of the post-merged entity; and (vii) the desirability of obtaining a fairness opinion.

As RimAsia was the sole holder of the CBH Series B Preferred Stock, separate discussions were required with
RimAsia with respect to the terms of the security to be issued in exchange for such Series B Preferred Stock. Another

conference call with the same parties regarding deal structure followed on July 241 The
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discussions on the July 24th conference call were relatively narrow and primarily related to the exchange of the CBH
warrants and preferred stock held by RimAsia. A primary topic of discussion was how to determine the exchange ratio for
these securities in light of the significant and superior rights that attached to the preferred as compared to the common
stock of CBH.

Meanwhile, the first investment banker's engagement ended in August 2008 prior to the signing of a definitive
agreement for the transaction, and due to cost considerations the engagement was not extended. In September, 2008, the
Company opted to retain vFinance Investments (now known as National Securities Corporation) to provide the fairness
opinion for the transaction as it gave the Company an initial quote that was approximately one-half of the quote provided
by the first banker for this work. Given the Company'’s limited cash resources and the fact that the economics of the deal
were largely fixed at this point, plus the fact that vFinance was familiar with CBH as a result of having previously acted as
an underwriter in a public offering for CBH, and that a different department of the first banker would need to render the
opinion in any event to avoid conflicts, NeoStem engaged vFinance for the fairness opinion.

On September 4, 2008, NeoStem’s outside counsel drafted and distributed to the working group a memorandum that
addressed open structural issues associated with the transactions. The memo raised the following key issues, among
others: (i) how the stock of NeoStem could be delivered to the shareholders of CBH as a tax free reorganization under
United States tax laws; (ii) whether there should be an escrow for any of the NeoStem shares prior to delivery to CBH
shareholders, the need for the NeoStem shares to be registered under United States securities laws and the timing of
shareholder approvals by the shareholders of each of CBH and NeoStem; (i) consents that might be required from the
49% owner of Erye; (iv) board and officer composition of the merged entity; (v) whether dissenters rights would need to be
available to the shareholders of CBH under Delaware law; and (vi) what rights the holders of CBH warrants would have
under the terms of their warrant agreements. A call consisting of representatives of NeoStem, CBH, and each of their
advisors as well as RimAsia followed.

Comments from the working group were accumulated during the period September 19-21, the Agreement and Plan of
Merger and Share Exchange Agreement were revised and re-circulated to the working group. The material terms
addressed in the Merger Agreement distributed after the comments were collected from September 19 — 21st were: (i) the
amount of cash required to be in CBH at the closing of the merger; (ii) the treatment of outstanding CBH warrants; (iii) the
scope of covenants from NeoStem, particularly with respect to operations prior to closing; (iv) indemnification provisions;
(v) the terms of the NeoStem warrants to be issued to RimAsia; (vi) the terms of the NeoStem preferred stock to be issued
to RimAsia; (vii) the terms of the amended joint venture agreement between NeoStem and Erye that would become
effective upon the closing of the merger transaction; (viii) the corporate structure of NeoStem’s acquisition subsidiary; (ix)
the terms of the lock-up and voting agreements from certain shareholders of CBH and NeoStem; (x) the scope of the
representations and warranties or the parties; and (xi) the conditions to closing.

This was followed up by an open issues memo prepared and distributed by NeoStem counsel on September 23, 2008.
The memo focused on the following issues: the amount of cash to be left in CBH and the proceeds of any LXB settlement;
other cash needs of CBH and Erye; treatment of CBH warrants holders; negative covenants restricting NeoStem
operations until closing; whether there would be any indemnification obligations; registration rights requested by RimAsia;
the terms of the preferred stock to be issued to RimAsia; and the financial and management terms of the Erye Joint
Venture agreement, including proceeds of distribution of Erye's real estate and use of distributable cash.

On October 15, 2008 a conference call was held among the representatives of NeoStem and CBH, their respective
counsels and RimAsia and its counsel to discuss deal terms followed by a drafting session held among counsel for
NeoStem and CBH at the offices of CBH's counsel in New York. The material terms discussed on the October 15, 2008
conference call included: (i) the impact of the merger transaction on the Company’s listing on the NYSE Amex; (ii) the
treatment of outstanding warrants; (iii) the need for a CBH fairness opinion; (iv) the treatment of CBH’s outstanding
liabilities and the need for an escrow; (v) the amount of cash required to be in CBH at the time of the Closing; (vi) the
timing of the availability of September 30 financial statements; (vii) terms of the Erye joint venture agreement between
NeoStem and EET;
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(viii) the conduct of due diligence; (ix) board structure post transaction; (x) certain amendments to outstanding options and
warrants; (xi) terms of preferred stock to be issued to RimAsia; (xii) transaction costs; and (xiii) timetable for the
transaction.

On October 25, 2008, comments were received from counsel to CBH on the draft Agreement and Plan of Merger and

the document redistributed in preparation for a series of all day meetings held on October 28th-30! at the offices of CBH’s
counsel in New York City. For these meetings, representatives of CBH, EET (the 49% owner of Erye) and Shandong New
Medicine flew in from China to participate with the goal of signing the definitive Agreement and Plan of Merger and Share
Exchange Agreement before their departure. The major issues addressed in the October 25th redistribution of the Merger
Agreement included: (i) the scope of various representations and warranties of the parties, and whether there would be
indemnification for breaches of CBH's representations and warranties; (ii) capping the number of dissenting shareholders
under Delaware Law as a closing condition; (iii) treatment of outstanding CBH warrants and the terms of a proposed
exchange offer for the CBH warrants; (iv) the timing of the filing of the requisite registration statement and the seeking of
appropriate PRC approvals; (v) the amount of cash required to be in CBH at the time of the Closing; (vi) the parties to
proposed Lock-up and Voting Agreements and the terms of such agreements; (vii) the distribution of potential settlement
proceeds from the LXB Litigation; (viii) the terms of the amendments to outstanding options held by employees, officers,
directors or consultants to the Company and outstanding NeoStem warrants; (ix) the scope of NeoStem's negative
covenants prior to the closing; and (x) the outside date for the termination of the merger agreement (then fixed at March
31, 2009). During these meetings, negotiations took place between representatives of NeoStem and EET relating to the
form of joint venture agreement that would be in place when NeoStem succeeded to the 51% ownership interest in Erye.

Additional modifications based on comments by the parties were thereafter made resulting in a substantially final draft
of the Agreement and Plan of Merger and Share Exchange Agreement being sent to the Boards of each company for their
review, consideration and approval at Board meetings held by each company on October 31, 2008. As directors Robin
Smith and Steven Myers held shares of CBH Common Stock, a special committee of the NeoStem Board of Directors,
initially comprised of Mark Weinreb, Joseph Zuckerman and Richard Berman, was formed to provide an independent
review of the fairness of the proposed Merger. At the NeoStem Board meeting, vFinance compared for the Special
Committee and the Board its view as to the value of the consideration being offered by NeoStem and to be received by
NeoStem in the Merger. As set forth more fully elsewhere in this proxy statement, its oral report focused on valuations of
comparable companies, valuations in comparable transactions, and discounted cash flow. It did not look at historical
market prices for the CBH securities, as the market for CBH securities has been illiquid, and certain acquisitions and
financings unrelated to Erye may have had an impact on its stock price. The Special Committee and the Board were aware
of historical CBH stock prices, but gave such prices little weight in considering valuation of Erye. On November 2, 2008
the Agreement and Plan of Merger and Share Exchange Agreement were executed at NeoStem’s offices in New York City
by all parties.

Beginning in December 2008, NeoStem and its counsel began interacting extensively with NeoStem’s exchange, the
NYSE Amex, to ensure continued compliance with its listing requirements in the face of the transactions, since continued
listing is a condition to CBH'’s obligations under the Agreement and Plan of Merger. During this period, the parties also
determined that in terms of seeking shareholder approval of the transactions it would be necessary and desirable to await
completion of the 2008 year end audits for all of the parties. Accordingly, work on the Form S-4 Registration Statement did
not begin immediately. On December 10, 2008, an initial drafting session was held among representatives of NeoStem,
CBH, RimAsia and their counsel to begin preparations for drafting of a Form S-4 Registration Statement to file with the
SEC.

Beginning in early 2009, NeoStem turned much of its focus to raising capital, closing in April through July 2009 on $16
million of units consisting of shares of the Company’s Series D Convertible Redeemable Preferred Stock and Warrants to
purchase NeoStem common stock. From January 11116t 2009, Dr. Smith was in China to meet with potential investors
given the Company’s new focus on China, at which time she met with Mr. Mao and other representatives of CBH and
RimAsia. She reported back to the NeoStem Board on February 3, 2009 on the status of the acquisitions as well as the
proposed capital raise.
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Also in January 2009, the Company began independent expansion activities into China regarding its operations and
began to consider these activities being in lieu of extending the Share Exchange Agreement, which had a termination date
of March 2009. At the NeoStem Board meeting held on April 9, 2009, the Board authorized management in its discretion to
terminate the Share Exchange Agreement and to negotiate with Shandong New Medicine for an option to buy the
Company during the following three year period. On May 15, 2009 the first draft of the disengagement agreement with
Shandong New Medicine that would provide for the option was prepared, circulated for comment and provided to
Shandong New Medicine. As no agreement was reached, in July 2009, a formal notice terminating the Share Exchange
Agreement was sent to Shandong New Medicine which stated that NeoStem was still interested in the three year option.
For the reasons set forth below, the Company is no longer pursuing discussions regarding an option to buy Shandong
New Medicine.

The Company recently learned of an apparent effort by Dr. Taihua Wang, Shandong New Medicine’s principal, to
promote NeoStem'’s proprietary VSEL technology as his own in China. This has included, among other things, the
establishment of at least two live websites on which Dr. Wang makes certain claims with respect to the VSEL technology
on behalf of his new company, the World Anti-aging Organization Co., Ltd. (WAO), founded in 2008. NeoStem is analyzing
the websites, as well as the available facts and circumstances surrounding Dr. Wang's efforts and while NeoStem has no
reason to believe that Dr. Wang has any VSEL technology or has used any NeoStem proprietary information and a review
of the websites supports this belief, NeoStem nonetheless is reviewing appropriate legal remedies both in the US and
abroad.

In the spring of 2009, the parties resumed their focus on preparation of the Form S-4 Registration Statement. There
were numerous discussions regarding the status of the proposed transactions, including calls on June 16, 2009 and June
19, 2009, among representatives of NeoStem, CBH, RimAsia, Lowenstein Sandler PC (counsel to NeoStem), Troutman
Sanders LLP (counsel to CBH), Reed Smith LLP (counsel to RimAsia), Holtz Rubenstein Reminick LLP (independent
auditors of NeoStem) and Moore Stephens Wurth Frazer and Torbet, LLP (independent auditors of CBH). A focus during
this time was communication among NeoStem’s CFO, Mr. May, and CBH’s CFO, Madam Zhang, and their teams working
on the financial statements that needed to be presented in the Form S-4.

The parties and their representatives addressed various issues regarding the status of the transaction, including but not
limited to (i) the fact that the parties were unable to timely complete the Merger within the outside date specified in the
original agreement (March 1); (i) the nature and timing of requisite PRC approvals; (iii) the need for, and RimAsia’s
willingness to provide, additional transaction financing; (iv) issues surrounding Erye’s need to move to a new facility and
obligations of CBH to EET with respect to the old facility; (v) the value of CBC, and the desire of CBH with respect to that
business; and (vi) the status of the Share Exchange Agreement and the transaction with Shandong New Medicine.

The parties determined that it was appropriate to amend certain terms of the Agreement and Plan of Merger with
respect to certain of these issues, as well as to evidence the consent of all parties to actions previously taken. Negotiations
ensued among representatives of NeoStem, CBH, RimAsia and Erye, culminating on July 1, 2009 with the execution of
Amendment No. 1 to Agreement and Plan of Merger (“Amendment No. 1"). As disclosed on NeoStem’s Current Report on
Form 8-K dated July 1, 2009, Amendment No. 1 made certain changes to the original agreement, including the following:

¢ The number of shares of NeoStem Common Stock to be issued to CBH’s common stockholders (the “Exchanged
Common Shares”) was reduced from 7,500,000 shares to an aggregate of 7,150,000 shares (such that the
resulting Exchange Ratio was 0.19255 as estimated at July 1, 2009), with no additional shares being escrowed.
(The November 2 Agreement had called for 150,000 of the Exchanged Common Shares to be held in escrow.)

¢ The number of shares to be issued to RimAsia was increased to 6,458,009 shares of NeoStem Common Stock (up
from 5,383,009) and 8,177,512 shares of NeoStem Series C Convertible Preferred Stock (up from 6,977,512) in
exchange for certain advances made or to be made by RimAsia. The Class B Warrants to be issued to RimAsia
were eliminated. (Under the November 2 Agreement, RimAsia was to have to received Class B Warrants to
purchase 2,400,000 shares of NeoStem Common Stock at $0.80 per share.)
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Providing that if NeoStem waives the condition under the November 2 Agreement requiring that PRC approvals be
obtained prior to Closing, the parties would agree to allow NeoStem to defer delivery of any NeoStem securities or
hold such securities in escrow, subject to an absolute right of NeoStem to receive back the consideration and
rescind the Merger if any PRC approvals are not obtained within a reasonable time following Closing.

Providing for an aggregate of 203,338 shares of NeoStem Common Stock to be paid to Shi Mingsheng and Madam
Zhang Jian if all PRC approvals are timely received.

Providing for 125,000 shares of NeoStem Common Stock to be issued to EET (the 49% holder of Erye, 51% of
which is owned by CBH) or its designee for assistance in effectuating the Merger.

The number of shares of NeoStem Common Stock to be issued to Stephen E. Globus and Mr. Mao, respectively a
director of CBH and the CEO of CBH, in exchange for satisfaction of loans made by them to CBH, was reduced to

an aggregate of approximately 17,158 shares. (The November 2 Agreement had provided that Messrs. Globus and
Mao would receive an aggregate of 100,000 shares in exchange for debt cancellation.)

Conditions to closing were amended to (a) add a condition that in order to satisfy its obligations under a
memorandum of understanding with EET, CBH shall have caused Erye to transfer the land and building for its
principal manufacturing facility to EET or its affiliate for a relatively nominal amount, and for EET or its affiliate to
lease that facility back to Erye at a nominal fee for a term through construction of Erye's new manufacturing facility
and until such date as Erye’s new facility is completed and fully operational (which transaction will remove a
significant asset from the CBH balance sheet, the transferred property having a book value as of June 30, 2009 of
approximately $6.7 million) and (b) provide that instead of a spinoff of the CBC shares as a liquidating distribution to
the shareholders of CBH, such shares may be privately sold or transferred to a liquidating trust.

Providing that Eric Wei will be added to the current NeoStem Board of Directors immediately after the Effective
Time, and Shi Mingsheng will be added to the current NeoStem Board of Directors after receipt of all PRC
approvals following the Effective Time. (The November 2 Agreement had instead provided that Madam Zhang Jian
would become a director following the Effective Time rather than Mr. Shi, and that Eric Wei would join the Board
within four months after the Effective Time when another independent director would also be appointed.)

Extending the outside date for completion of the Merger to October 31, 2009. (The November 2 Agreement had
provided for an outside date of March 1, 2009.)

Consenting to the fact that privately issued NeoStem warrants outstanding immediately prior to the closing of the
Merger (that is, NeoStem warrants other than those issued to the public or to the underwriters in NeoStem’s August
2007 public offering) would be amended to reduce their exercise price if the current exercise price is $4.00 and
above, pursuant to a certain modified schedule.

Consenting to the fact that the Compensation Committee of the NeoStem Board of Directors could, in lieu of
lowering the exercise price of outstanding options to $0.80 as provided in the November 2 Agreement, lower the
exercise price to a price which is greater than $.80 (but not less than fair market value) and provide alternative
cash or equity consideration to eligible NeoStem employees, directors, advisors and consultants.

Deleting the reference in the November 2 Agreement to new employment contracts for Dr. Smith and Madam
Zhang Jian, and deleting language from the November 2 Agreement regarding a consulting agreement for Mr. Mao.
Instead, Amendment No. 1 provides that Dr. Smith will continue to serve as CEO under her existing agreement as
such may be amended from time to time.

Following execution of Amendment No. 1, the parties worked together along with their representatives and on July 15,
2009 the Form S-4 was filed with the SEC. As the parties worked during the summer to amend the S-4 in response to
SEC comments and held further discussions regarding the deal terms, the parties determined that it would be in their
mutual advantage to further amend the terms relevant to the Merger. In particular, the parties considered (i) the issuances
by CBH since the date of Amendment No. 1 of additional
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CBH Common Stock; (ii) concerns that the parties could not timely complete the transactions related to the warrant
exchange; and (iii) further diligence and discussion related to tax treatment of the Merger and requisite PRC approvals.
Negotiations ensued among representatives of NeoStem, CBH and Erye, culminating with the execution as of August 27,
2009 of Amendment No. 2 to Agreement and Plan of Merger (“Amendment No. 2"), as disclosed in NeoStem’s Current
Report on Form 8-K dated August 27, 2009 and filed with the SEC on September 2, 2009. Amendment No. 2 provided for
the following further amendments:

* The calculation of the Exchange Ratio was amended to account for additional issuances of CBH Common Stock
resulting in a total of 37,207,313 shares of CBH Common Stock outstanding. Therefore, as of the effective date of
Amendment No. 2, the Exchange Ratio was estimated to be 0.1921665.

* The terms and conditions relevant to a planned exchange offer for the holders of CBH warrants were deleted. (The
November 2 Agreement had contemplated certain Class C Warrants that would be offered to the holders of existing
CBH warrants, other than RimAsia.) Instead, NeoStem would honor the pre-existing contractual rights provided for
the warrant holders upon a Merger involving CBH.

« Elimination of provision that the consideration to be paid or issued by NeoStem in connection with the Merger could
be held in escrow, subject to a right to receive back all such consideration and rescind the Merger if any such PRC
regulatory approvals are not obtained. Any references to a possible escrow agreement were deleted. An authorized
signatory of Erye accepted and acknowledged the provisions, reaffirmed in Amendment No. 1, that Shi Mingsheng
and Madam Zhang Jian use reasonable efforts to expedite the receipt of all PRC approvals and shall be paid as
provided in Amendment No. 1 when all PRC approvals are received.

The full text of the Agreement and Plan of Merger as executed on November 2, 2008, the text of Amendment No. 1,
and the text of Amendment No. 2 (together, as such agreement may be further amended from time to time, the
“Agreement and Plan of Merger”), are included in Annex A to this joint proxy statement/prospectus, and any descriptions of
the Agreement and Plan of Merger, including those descriptions immediately above, are qualified in their entirety by
reference to the complete text of such documents.

What Am | Being Asked to Consider and Vote Upon?
NeoStem Stockholders

NeoStem stockholders, in considering NeoStem Proposal No. 1, are being asked to consider and vote upon the
issuance of the NeoStem securities in connection with the Merger pursuant to the Agreement and Plan of Merger, as
further described below.

CBH Stockholders

CBH stockholders, in considering CBH Proposal No. 1, are being asked to consider and vote upon the adoption of the
Agreement and Plan of Merger and the approval of the Merger. Approval of the proposal to adopt the Agreement and Plan
of Merger will constitute approval of all transactions contemplated by the Agreement and Plan of Merger, including, without
limitation, the conversion of all outstanding shares of CBH preferred stock to CBH Common Stock immediately prior to the
Merger.

The Merger
General

In general terms, the proposed Merger involves the merger of CBH with and into Subco, which is a wholly-owned
subsidiary of NeoStem, with Subco as the surviving entity, pursuant to the terms and subject to the conditions set forth in
the Agreement and Plan of Merger. The Agreement and Plan of Merger provides that at the time of the Merger, the only
material assets of CBH will be CBH's 51% ownership interest in Suzhou Erye Pharmaceuticals Company Ltd. (“Erye”), a
Sino-foreign joint venture with limited liability organized under the laws of the People’s Republic of China (the “PRC”) and
at least $550,000 cash, as more particularly described herein. Accordingly, to satisfy this condition and pursuant to a
certain trust agreement entered into on September 4, 2009 with CBH as settlor (the “Trust Agreement”), CBH transferred
all issued
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and outstanding stock of its subsidiary CBC, which has no meaningful operation or assets, to a trust for the benefit of
CBH'’s common stockholders for the purpose of winding down the operations of CBC. Pursuant to the terms of the Trust
Agreement, Stephen Globus, a director of CBH, and the sole director of CBC, will serve as trustee. CBH has already
written off Keyuan, 90% owned by CBC, as CBC's only asset.

Upon consummation of the Merger, NeoStem will own 51% of the ownership interests in Erye, and EET will own the
remaining 49% ownership interest. In connection with the execution of the Agreement and Plan of Merger, Subco and EET
have negotiated a revised joint venture agreement (the “Joint Venture Agreement”), which, subject to approval by the
requisite PRC governmental authorities, will become effective and will govern the rights and obligations with respect to
their respective ownership interests in Erye. Pursuant to the terms and conditions of the Joint Venture Agreement,
dividend distributions to EET and Subco will be made in proportion to their respective ownership interests in Erye;
provided, however, that for the three-year period commencing on the first day of the first fiscal quarter after the Joint
Venture Agreement becomes effective, (i) 49% of undistributed profits (after tax) will be distributed to EET and lent back to
Erye by EET for use by Erye in connection with the construction of a new plant for Erye; (ii) 45% of the net profit (after tax)
will be provided to Erye as part of the new plant construction fund, which will be characterized as paid-in capital for
NeoStem’s 51% interest in Erye; and (iii) 6% of the net profit will be distributed to NeoStem directly for NeoStem’s
operating expenses. In the event of the sale of all of the assets of Erye or liquidation of Erye, NeoStem will be entitled to
receive the return of such additional paid-in capital before distribution of Eyre’s assets is made based upon the ownership
percentages of NeoStem and EET, and upon an initial public offering of Erye which raises at least 50,000,000 RMB (or
approximately U.S. $7,300,000), NeoStem will be entitled to receive the return of such additional paid-in capital. For a
further discussion of the Joint Venture Agreement, see the section “The Agreement and Plan of Merger — The Joint
Venture Agreement,” below.

Pursuant to the terms of the Merger, all of the shares of CBH Common Stock, issued and outstanding immediately
prior to the Effective Time will be converted into the right to receive, in the aggregate, 7,150,000 shares of NeoStem
Common Stock. The exchange ratio shall be equal to the quotient of 7,150,000 divided by the sum of (x) the number of
shares of CBH Common Stock outstanding at the Effective Time, and (y) the number of shares of CBH Common Stock
issuable upon exercise of in-the-money warrants of CBH immediately prior to the Effective Time, estimated at August 21,
2009 to be 0.1921665.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the shares of CBH
Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to
receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of NeoStem Series C
Preferred Stock, each with a liquidation preference of $1.125 per share and initially convertible into 9,086,124 shares of
NeoStem Common Stock at an initial exercise price of $0.90, contingent upon RimAsia’s supplying $1,600,000 in
transaction funding pursuant to the terms of the Funding Agreement, of which RimAsia has already provided
approximately $1,000,000. Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain
of their affiliates, will give up their personal portions of the NeoStem Common Stock to be received in the Merger (an
aggregate of approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, which is
the holder of 49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related
transactions.

At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao. NeoStem will bear 50%
of up to $450,000 of CBH'’s expenses post-merger, and satisfaction of the liabilities of Messrs. Globus and Mao will count
toward that obligation.

For assistance in effecting the Merger, 125,000 shares of NeoStem Common Stock will be issued to EET. In addition,
an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng (an officer and director of
CBH, a director of Erye and a majority shareholder of EET) and Madam Zhang Jian
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(an officer and director of CBH, an officer of Erye and a significant shareholder of EET) in connection with the transactions
contemplated by the Merger to assist in obtaining the receipt of all PRC approvals.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per share adjusted such that the aggregate exercise price of
the NeoStem Class E Warrant is the same as the aggregate exercise price of the warrant in effect immediately prior to the
Effective Time, or a holder may, in accordance with the terms of such holder's warrants, elect to receive a cash payment
for their Existing CBH Warrants equal to the Black Scholes value of the warrant on the date of such request.

The transactions will require, among other things, the approval by the relevant PRC and other governmental
organizations of the Joint Venture Agreement and the articles of incorporation of Erye. More specifically, the Joint Venture
Agreement and the articles of incorporation of Erye will need to be approved by the Suzhou Bureau of Foreign Trade and
Economic Cooperation Foreign Investment Administration Department and all other requisite authorities, and the articles of
incorporation of Eyre will need to be filed with and the new business license of Eyre will need to be issued by, the Suzhou
Administration of Industry and Commerce or other requisite authorities. The approval and registration process will normally
take approximately one month. There is no assurance that the requisite approvals and registrations can be obtained and
completed at a timely basis, if at all, or can be obtained and completed without the Joint Venture Agreement and/or the
articles of incorporation of Erye being amended or revised materially pursuant to the requests of corresponding approval
and/or registration authorities.

There can be no assurance the governmental approvals from the relevant PRC government authorities and other
governmental organizations will be received on a timely basis or at all. The parties understand that under PRC law, they
may not be able to obtain certain approvals until after closing.

The Agreement and Plan of Merger acknowledges that the share numbers and prices applicable to the Agreement and
Plan of Merger and the transactions contemplated thereby will be appropriately adjusted to reflect any reverse stock split
that NeoStem may undertake at the time of the Merger.

Additional Information

For further detail regarding the Merger and the transactions contemplated thereby, see the sections “Structure of the
Merger” and “The Agreement and Plan of Merger,” below. Any summary information contained in this joint proxy
statement/prospectus may not contain all of the information that is important to the stockholders of NeoStem and CBH and
thus any such descriptions are qualified in their entirety by reference to the Agreement and Plan of Merger and the
Amendment No. 1 and Amendment No. 2 thereto, attached as Annex A hereto, which you are urged to read carefully and
in their entirety.

Issuance of Equity Grants in Connection with the Merger

Please note that the Agreement and Plan of Merger acknowledges that in its discretion the Compensation Committee
of NeoStem’s Board of Directors shall have the authority to grant, under any equity compensation plan or arrangement, an
aggregate of 1,000,000 shares (or shares and options to purchase 1,000,000 shares, in any combination) of NeoStem
Common Stock (the “Merger Bonus Shares”) to (i) its officers, consultants and advisors upon the Closing of the Merger
and (ii) such officers, significant employees and/or directors of Erye following receipt of all PRC approvals and the Closing
of the Merger, as the Compensation Committee shall determine in connection with the closing of the Merger transactions.

Such grants will be made under the NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”) or the NeoStem,
Inc. 2009 Non-U.S. Based Equity Compensation Plan (the “2009 Non-U.S. Plan”), as appropriate, and subject to (as
applicable) the increase in the shares authorized under the 2009 Plan or approval of the 2009 Non-U.S. Plan at the
Special Meeting. Additionally, the grants under the 2009 Non-U.S. Plan will be subject to, among other things, applicable
law including any required registration in the PRC. It has been determined that 525,000 Merger Bonus Shares will be
allocated for issuance under the 2009 Plan, and 350,000 Merger Bonus Shares will be allocated for issuance under the
2009 Non-U.S. Plan. Accordingly, NeoStem stockholders are also being asked to consider and vote upon an amendment
to the 2009 Plan to
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increase the number of shares of NeoStem Common Stock authorized for issuance thereunder from 3,800,000 to
9,750,000 shares, which increase includes certain shares allocated to the Merger Bonus Shares. At NeoStem'’s special
meeting, the stockholders of NeoStem will also consider the adoption of the 2009 Non-U.S. Plan, which also includes
certain shares allocated to the Merger Bonus Shares. For further details, see NeoStem Proposal No. 6 (regarding the
increase in shares authorized for issuance under the 2009 Plan) and NeoStem Proposal No. 7 (regarding the adoption of
the 2009 Non-U.S. Plan).

It has been determined that the following persons will receive shares of NeoStem Common Stock as Merger Bonus
Shares and in connection with the Merger: Robin L. Smith (175,000 shares), Catherine M. Vaczy (150,000 shares), Shi
Mingsheng (175,000 shares), Madam Zhang Jian (175,000 shares), and two NeoStem consultants or advisors (an
aggregate of 200,000 shares). The grants to Dr. Smith, Ms. Vaczy and the two consultants or advisors will be made under
the 2009 Plan. The grants to Mr. Shi and Madam Zhang will be made under the 2009 Non-U.S. Plan. The grants under the
2009 Non-U.S. Plan will be subject to, among other things, stockholder approval of the 2009 Non-U.S. Plan at the
NeoStem Special Meeting and applicable law including any required registration in the PRC. Assuming the closing price of
the NeoStem Common Stock on the date of grant were $2.00, the amount of U.S. withholding taxes that NeoStem would
pay in connection with the grants as allocated to the individuals above would be approximately $841,000. Additionally,
options to purchase shares of NeoStem Common Stock will be granted upon approval of NeoStem Proposals No. 1 and
No. 6, including to Dr. Smith (750,000), Mr. May (150,000) and Ms. Vaczy (100,000), and, upon the consummation of the
Merger, to Alan Harris (200,000). Such Merger-related grants are discussed in detail in NeoStem Proposal No. 6, below, in
the section “Issuance of Equity Grants in Connection with the Merger,” and/or in NeoStem Proposal No. 7, below, in the
section “Issuance of Equity Grants in Connection with the Merger.”

Reasons for the Merger
General — Board Considerations

Robin Smith and Steven Myers hold shares of CBH Common Stock. Accordingly, a special committee of the NeoStem
Board of Directors, initially comprised of Mark Weinreb, Joseph Zuckerman and Richard Berman, which is now comprised
of Joseph Zuckerman, Richard Berman and Drew Bernstein, was formed and such committee believes that that the
proposed Merger is fair to, advisable for, and in the best interests of NeoStem and its stockholders. (The Special
Committee, at a meeting on October 31, 2008, unanimously approved the Agreement and Plan of Merger.) In addition, the
special committee as currently constituted approved Amendment No. 1 to the Agreement and Plan of Merger on July 1,
2009 and Amendment No. 2 to the Agreement and Plan of Merger on August 27, 2009, as being fair to, advisable for, and
in the best interests of NeoStem and its stockholders. The special committee played no role in negotiations. Its role was to
provide an independent review of the proposal transaction which was negotiated by NeoStem’s management team, led by
Dr. Smith; to provide an independent review of the desirability and fairness of the proposed transaction; and to offer a
recommendation regarding the proposed transaction to the full Board of Directors. In serving in this capacity, the special
committee of the NeoStem Board of Directors has unanimously voted to approve the terms and provisions of the
Agreement and Plan of Merger, and the full Board of Directors unanimously recommends that you vote FOR the issuance
of the NeoStem securities in connection with the Merger pursuant to the Agreement and Plan of Merger, together with the
approval of the issuance of certain equity grants in connection with the Merger.

The CBH Board of Directors, by unanimous written consent on November 2, 2008, approved the Agreement and Plan
of Merger, and determined that the Merger is fair to, advisable for, and in the best interests of, CBH and its stockholders,
and unanimously resolved to recommend that the stockholders of CBH adopt and approve the Agreement and Plan of
Merger and the Merger and all transactions related to the consummation of the Merger.

In reaching its separate decision, each Board of Directors consulted with its senior management and legal advisors,
and considered a number of factors. In view of the complexity and wide variety of information and factors, both positive
and negative, considered by each Board of Directors, neither Board of Directors found it practical to qualify, rank or
otherwise assign any relative or specific weights to the factors it considered. In addition, neither Board of Directors
reached any specific conclusion with respect to each of the factors it
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considered, or any aspect of any particular factor. Instead, each Board of Directors conducted an overall analysis of the
factors it considered. In considering those factors, individual members of each Board of Directors may have given weight
to different factors. Each Board of Directors considered all of those factors as a whole and believed that those factors
supported its decision.

The factors considered by each Board of Directors were not identical to the factors considered by the other Board of
Directors. However, both boards of directors identified certain material benefits, common to both companies and their
respective stockholders, that both boards of directors expect will result from the Merger, as well as certain risks affecting
both companies in connection with the Merger and certain other considerations common to both companies. These
benefits, risks and other considerations are described immediately below. Following the discussion of those matters, the
separate factors, both positive and negative, that each Board of Directors separately considered are described. This
section, read as a whole, includes the material factors considered by each Board of Directors in approving the Merger.

Joint Reasons for the Merger

The NeoStem Board of Directors and the CBH Board of Directors approved the Merger based on a number of factors,
including, among other things, their belief that the combination of Subco and CBH will create a stronger, more successful
company, with enhanced prospects for continued viability, and will provide the stockholders of both NeoStem and CBH
with the potential for more financial success than either company has on its own.

Both boards of directors also recognize the risks inherent in the transaction, including:

¢ the risk that the combined company may not be able to realize, fully or at all, the potential benefits of the
combination;

« the possibility that even if the Merger is approved by the stockholders of both companies, it may not be completed;

« the possibility that potential disruption to existing and prospective relationships could result from the announcement
or completion of the Merger;

« the substantial charges to be incurred in connection with the Merger, including transaction expenses, and
employee retention and severance costs;

« the risk that the potential benefits of the Merger may not be realized, including that the combined company might
not be able to raise additional capital;

« the challenge of integrating the businesses and operations of the two companies and the management effort and
costs required to complete the integration following the Merger; and

« the other risks described under “Risks Related to the Merger” and “Risks Related to the Combined Company”
beginning on pages [32] and [46], respectively.

Both boards of directors determined that the potential benefits of the Merger outweigh the potential risks. In the course
of their separate deliberations, each board of directors also considered the following factors:

¢ historical information concerning the businesses, operations, financial condition, results of operations, technology,
management, competitive positions, and prospects of NeoStem and CBH as stand-alone businesses, including
results of operations during their most recent fiscal periods;

« the current and historical economic and market conditions and industry environment in the business of each
company, including market prices, volatility and trading data for each of NeoStem Common Stock and CBH
Common Stock; and

¢ the results of their respective due diligence process.

Each board of directors also determined that the provisions of the Agreement and Plan of Merger, including the
exchange ratio, the parties’ representations, warranties and covenants, and the conditions to their respective obligations,
were the reasonable product of vigorous arms-length negotiations. Each board of directors concluded that the provisions of
the relevant documents reasonably protected the interests of the
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applicable company’s stockholders and did not present any significant impediments to proceeding with the Merger
considering all of the circumstances.

Reasons of the NeoStem Board of Directors
In the course of its deliberations, the NeoStem Board of Directors considered the following additional factors:

¢« NeoStem’s plans to move toward becoming a therapeutic company and how the acquisition of Erye could further
NeoStem’s plans. While stem cell therapies are emerging, Erye provides a comprehensive suite of treatments
ranging from traditional drugs to biologics. The experience of NBS’s management can assist Erye with the
development of a more comprehensive pipeline to help with the expansion;

« Erye has been in business for more than fifty (50) years and is respected for its quality, service and reliability;

¢ Eryeis in the midst of an expansion and relocation program which is anticipated to enhance revenues, profits and
manufacturing capabilities in one of the fastest growing medical markets, the PRC;

« the expectation that the Merger would provide the NeoStem stockholders with the potential for more financial
success than NeoStem has experienced on its own;

¢ the cash on hand that CBH would provide to NeoStem to continue executing its business plan; and

« the potential to be a larger public company and therefore better leverage the administrative costs of being a public
company, including those required to be maintain compliance with the provisions of Sarbanes-Oxley regulations.

The NeoStem Board also considered a number of risks and potentially negative factors in its deliberations concerning
the Merger, including the risk factors described elsewhere in this joint proxy statement/prospectus, and in particular:

« the risk that certain liabilities of CBH that are being assumed by NeoStem will make it more difficult for the
combined company to succeed financially;

¢ the risk that the Company and its officers, directors and employees have limited experience engaging in business
activities in the PRC; and

« other applicable risks described in this joint proxy statement/prospectus statement under “Risk Factors” beginning
on page [32].

The NeoStem Board of Directors considered the Fairness Opinion rendered by vFinance and the valuation data
included in its report to the Board. The Board also looked at the historical trading prices of the CBH Common Stock, but
based upon vFinance’s advice that the stock was illiquid and that factors other than the value of the Erye asset might
impact on its stock price, the Board did not generally give historical trading prices any significant weight.

Based on its consideration of these factors, the NeoStem Board of Directors determined that the Merger is preferable
to the other alternatives which might be available to NeoStem, such as pursuing its current business strategy as a small
public company with limited revenues and limited resources.

Reasons of the CBH Board of Directors
In the course of its deliberations, the CBH Board of Directors considered the following additional factors:

CBH views the proposed merger with NeoStem as being in the best interests of CBH and its stockholders. CBH
security holders will receive shares and other securities of NeoStem, a NYSE Amex listed stem cell company with greater
market liquidity than CBH and the CBH Board of Directors believes greater potential for appreciation than CBH. With
added assets from CBH, the CBH Board of Directors believes NeoStem will be greatly strengthened, with substantial
revenue and net income and GMP-certified plants in China, and will aim to move to the next stage of growth.
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Furthermore, in considering whether to approve the Merger, the CBH Board of Directors considered that NeoStem’s
other expansion efforts in China may enable NeoStem to access valuable treatment data denied to companies based in
the U.S. due to various legal restrictions in the U.S. This could allow NeoStem to significant gain a competitive advantage
over its peers. In addition, the opening of the China market to NeoStem is expected to greatly increase its stem cell
revenues by accessing a heretofore untapped market. The CBH Board of Directors strongly believes that this will add to
the value of the NeoStem securities that CBH security holders will obtain through such a merger.

Finally, with this transaction, CBH will be relieved of the burden of servicing approximately $13.5 million of acquisition
financing. The inability to do so had resulted in the default under the terms of such acquisition financing. This financing
was provided by RimAsia Capital Partners, L.P. (“RimAsia”) for the acquisition of Enshi which was subsequently entirely
written off by CBH as a bad acquisition. Although such amount has been converted into convertible preferred stock, this
conversion carries the condition that CBH merges with another company meeting certain pre-agreed financial benchmarks
or is approved by RimAsia, failing which RimAsia is able to convert such amount back into the original loan, and
accelerate. The consequence of this would be to put CBH in immediate default and potentially in insolvency, and severely
impair the value of CBH securities to its holders. Notwithstanding this, RimAsia has been continuously supportive of CBH’s
endeavors in seeking alternatives to extricate itself from the financial and operational challenges posed by the Enshi
acquisition, and has not only held in abeyance its legal and contractual right with respect to the default on the loan by
CBH, but has worked diligently to assist and support CBH both financially and operationally. Through the merger with
NeoStem, NeoStem has agreed to assume the convertible preferred stock with modified rights given to RimAsia, and
eliminate the default risk.

The Merger is a transaction in which the CBH Board of Directors strongly believes that security holders’ value may be
better protected and indeed potentially enhanced and diversified. The alternative to approving this Merger may expose
CBH to a significant decrease in value, possibly even insolvency, and prolonged and wasteful legal proceedings that it
cannot afford.

After serious consideration, the CBH Board of Directors unanimously endorses this transaction and recommends that
its security holders approve this transaction.

The CBH Board of Directors also considered a number of risks and potentially negative factors in its deliberations
concerning the Merger, including the risk factors described elsewhere in this joint proxy statement/prospectus, and in
particular:

« the risk of management and employee disruption associated with the Merger, including the risk that key technical
and management personnel may decide not to continue employment with the combined company;

« the risk that certain liabilities of NeoStem will make it more difficult for the combined company to succeed
financially;

« the risk that the transaction would not be viewed by the Internal Revenue Service as meeting all requirements to
qualify as non-taxable to CBH and its stockholders; and

« other applicable risks described in this joint proxy statement/prospectus statement under “Risk Factors” beginning
on page [32].

Based on its consideration of these factors, the CBH Board of Directors determined that the Merger is preferable to the
other alternatives which might be available to CBH, such as remaining independent and growing internally and through
future acquisitions or financings, or engaging in a capital-raising transaction with another party.

101



TABLE OF CONTENTS

RECOMMENDATIONS OF THE NEOSTEM AND THE CBH BOARDS OF DIRECTORS
Recommendation of the NeoStem Board

Robin Smith and Steven Myers hold shares of CBH Common Stock. Accordingly, a special committee of the NeoStem
Board of Directors, initially comprised of Mark Weinreb, Joseph Zuckerman and Richard Berman, which is now comprised
of Joseph Zuckerman, Richard Berman and Drew Bernstein, was formed and such committee believes that that the
proposed Merger is fair to, advisable for, and in the best interests of NeoStem and its stockholders. In addition, the special
committee as currently constituted approved Amendment No. 1 to the Agreement and Plan of Merger on July 1, 2009, and
Amendment No. 2 to the Agreement and Plan of Merger on August 27, 2009, and re-affirmed that the Agreement and Plan
of Merger as so amended is fair to, advisable for, and in the best interests of NeoStem and its stockholders. The special
committee of the NeoStem Board of Directors has unanimously voted to approve the terms and provisions of the
Agreement and Plan of Merger, and the full Board of Directors unanimously recommends that you vote FOR the issuance
of the NeoStem securities in connection with the Merger pursuant to the Agreement and Plan of Merger.

Recommendation of the CBH Board

The CBH Board of Directors has unanimously determined that the terms of the Agreement and Plan of Merger and the
Merger are fair to, advisable for, and in the best interests of CBH and the CBH stockholders. The CBH Board of Directors
recommends that CBH stockholders vote FOR the proposal to adopt the Agreement and Plan of Merger and approve the
Merger. Approval of the proposal to adopt the Agreement and Plan of Merger will constitute approval of all transactions
contemplated by the Agreement and Plan of Merger, including, without limitation, the conversion of all outstanding shares
of CBH preferred stock to CBH Common Stock immediately prior to the Merger.

Vote Required
NeoStem

The affirmative vote of a majority of the total votes cast in person or by proxy will be required to approve the issuance
of the NeoStem securities in connection with the Merger pursuant to the Agreement and Plan of Merger. The directors and
officers of NeoStem, as well as RimAsia and Fullbright, have signed a lock-up and voting agreement pursuant to which
they have agreed, among other things, to vote the NeoStem shares held by them (collectively, the “NeoStem Lock-Up
Shares”) in favor of the issuance of the NeoStem securities in connection with the Merger. The NeoStem Lock-Up Shares
represent 25.66% of the outstanding shares of NeoStem Common Stock as of August 31, 2009. Abstentions and broker
non-votes will each be counted as present for purposes of determining the presence of quorum. Abstentions and broker
“non-votes” for such proposal are not considered to have been voted on the proposal.

CBH

The approval of the proposal regarding the adoption of the Agreement and Plan of Merger will require the affirmative
vote of the holders of at least a majority of the outstanding voting power of the CBH Common Stock. In addition, the
adoption of the Agreement and Plan of Merger will require the approval of the holders of at least a majority of the shares of
CBH Series B Preferred Stock outstanding as of the record date, voting as a separate class. If you abstain or do not vote,
your abstention or non-vote will have the same effect as a vote against the Merger proposal.

In connection with execution of the Agreement and Plan of Merger, each of the officers and directors of CBH, and each
of RimAsia, Erye and EET and certain holders of CBH Common Stock have entered into a lock-up and voting agreement,
pursuant to which they have agreed to vote their shares of CBH Common Stock (collectively, the “CBH Lock-Up Shares”)
in favor of the Merger and to the other transactions contemplated by the Agreement and Plan of Merger. The CBH Lock-
Up Shares represent approximately 34.22% of the voting power of the CBH Common Stock outstanding as of August 31,
2009 and also applies to additional shares beneficially owned by certain of such persons including spouses. In addition,
the sole holder of the CBH Series B Preferred Stock has entered into a lock-up and voting agreement pursuant to which it
has agreed to vote all shares of CBH Series B Preferred Stock held by it in favor of such proposal.
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There had recently been two holders of CBH Series A Preferred Stock, and such holders elected to convert the 75,000
shares of CBH Series A Preferred Stock held by them into CBH Common Stock, and to receive the merger consideration
for the CBH Common Stock for such shares.

Existing Business Relationships Between NeoStem and CBH

Other than the Agreement and Plan of Merger and the transactions contemplated thereby, no material business
relationships exist between NeoStem and CBH.

Interests of Certain Persons in the Merger
Interests of Certain NeoStem Persons in the Merger

Pursuant to the Agreement and Plan of Merger, Eric Wei, the managing partner of RimAsia and a substantial beneficial
owner of NeoStem, will be added to the current Board of Directors of NeoStem immediately after the Effective Time.

The Agreement and Plan of Merger gives NeoStem’s Compensation Committee the authority to grant as bonuses (the
“Merger Bonus Shares”) an aggregate of 1,000,000 shares (or shares and options to purchase 1,000,000 shares, in any
combination) of NeoStem Common Stock to (i) its officers, consultants and advisors upon the Closing of the Merger and (ii)
such officers, significant employees and/or directors of Erye following the receipt of all PRC approvals and the Closing of
the Merger, as the Compensation Committee shall determine and to pay withholding taxes thereon. It has been
determined that the following persons will receive shares of NeoStem Common Stock pursuant to this authority: Robin L.
Smith (175,000 shares), Catherine M. Vaczy (150,000 shares), Shi Mingsheng (175,000 shares), Madam Zhang Jian
(175,000 shares), and two NeoStem consultants or advisors (an aggregate of 200,000 shares). Assuming the closing price
of the NeoStem Common Stock on the date of grant were $2.00, the amount of U.S. withholding taxes that NeoStem
would pay in connection with such grants as allocated to the individuals above would be approximately $841,000. Such
Merger-related grants are discussed in detail in NeoStem Proposal No. 6, below, in the section “Issuance of Equity Grants
in Connection with the Merger,” and in NeoStem Proposal No. 7, below, in the section “Issuance of Equity Grants in
Connection with the Merger.” Grants under the 2009 Non-U.S. Plan will be subject to, among other things, stockholder
approval of the 2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law including any required registration
in the PRC.

The Agreement and Plan of Merger also provides that any or all NeoStem stock options outstanding immediately prior
to the Closing, in the sole discretion of the Compensation Committee, may be amended, cancelled and reissued or
otherwise modified so that the exercise price shall be adjusted to the greater of $0.80 or fair market value (to the extent
the exercise price exceeds such amount); provided that if NeoStem lowers the exercise price of eligible options to a fair
market value price that is greater than $0.80, NeoStem may also issue to any eligible optionee additional options, stock or
other consideration (including cash) such that the fair value of the overall consideration granted to such optionee is
generally equivalent, in the judgment of NeoStem’s Compensation Committee, to the value that would have been provided
if the exercise price had been reduced to $0.80. An amendment to the 2003 Equity Compensation Plan (the “2003 Plan”),
together with a Repricing (as defined below) of certain options and warrants (see below) and other related matters, are
presented for stockholder consideration in NeoStem Proposal No. 9 of this joint proxy statement/prospectus. Officers and
directors of NeoStem hold options issued under the 2003 Plan that will be included in the Repricing to the extent such
options are outstanding on the effective date of the Merger.

The Agreement and Plan of Merger provides that the exercise price of certain outstanding warrants of NeoStem will be
reduced as provided for in a schedule. Certain officers and directors of NeoStem are holders of warrants to purchase
shares of NeoStem Common Stock at $8.00 per share, that will have their exercise prices reduced to approximately $6.18
per share. Such warrants are held by NeoStem officers and directors in the following quantities: Robin L. Smith (25,427),
Catherine M. Vaczy (2,000), Richard Berman (11,364) and Steven Myers (22,728).

In connection with the execution of the Agreement and Plan of Merger, each of the officers and directors of NeoStem,
as well as RimAsia and EET/Fullbright, has entered into a lock-up and voting agreement, pursuant to which they have
agreed to vote their shares of NeoStem Common Stock (collectively, the “NeoStem
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Lock-Up Shares”) in favor of the issuance of securities of NeoStem pursuant to the terms and conditions of the Agreement
and Plan of Merger and are prohibited from selling their NeoStem Common Stock from November 2, 2008 through the
expiration of the six-month period immediately following the consummation of the transactions contemplated by the
Merger Agreement (the “Lock-Up Period”).

Robin L. Smith, NeoStem’s Chairman and Chief Executive Officer, and Steven Myers, a member of NeoStem’s Board
of Directors and Audit, Compensation and Nominating Committees, are holders of CBH Common Stock. Dr. Smith is the
beneficial owner of 389,966 shares of CBH Common Stock that were acquired commencing in 2005. Mr. Myers is the
beneficial owner of 285,714 shares of CBH Common Stock that were acquired in 2005. Based on the $2.03 closing price
of NeoStem Common Stock on September 18, 2009 and assuming conversion of CBH Common Stock into NeoStem
Common Stock in the Merger, the approximate transaction value of the holdings in CBH of each of Dr. Smith and Mr.
Myers would be $152,126 and $111,457, respectively. In the event the Merger is not timely approved and RimAsia
converted certain of its preferred shares in CBH back to a senior secured loan Dr. Smith’s and Mr. Myers’ holdings in CBH
might be rendered virtually worthless. Accordingly, a special committee of NeoStem’s Board of Directors (initially
comprised of Mark Weinreb, Richard Berman and Joseph Zuckerman, and now comprised of Richard Berman, Joseph
Zuckerman and Drew Bernstein) was formed to provide an independent review of the proposed Merger, and such
committee has approved on behalf of the Company the execution of the Agreement and Plan of Merger and the
transactions contemplated thereby.

Certain options to purchase shares of NeoStem Common Stock held by Dr. Smith (380,000), Mr. Weinreb (20,000), Mr.
May (20,000) and Ms. Vaczy (20,000) are scheduled to vest upon the achievement of specific business milestones. These
milestones would be achieved upon consummation of the Merger and such options would vest provided they are
outstanding immediately prior thereto. See “Outstanding Equity Awards at Fiscal Year-End.” Additionally, options to
purchase shares of NeoStem Common Stock will be granted upon approval of NeoStem Proposals No. 1 and No. 6,
including to Dr. Smith (750,000), Mr. May (150,000) and Ms. Vaczy (100,000), and, upon the consummation of the Merger,
to Alan Harris (200,000), and options previously granted to Ms. Vaczy (100,000) will vest upon approval of NeoStem
Proposal No. 1.

Interests of Certain CBH Persons in the Merger

Pursuant to the Agreement and Plan of Merger, Shi Mingsheng will be added to the Board of Directors of NeoStem
immediately after receipt of all PRC approvals and the Closing of the Merger.

At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao.

In connection with execution of the Agreement and Plan of Merger, each of the officers and directors of CBH, and each
of RimAsia, Erye and EET, as well as certain holders of CBH Common Stock, have entered into a lock-up and voting
agreement, pursuant to which they have agreed to vote their shares of CBH Common Stock and Series B Preferred Stock,
as applicable (collectively, the “CBH Lock-Up Shares”) in favor of the Merger and to the other transactions contemplated
by the Merger Agreement and are prohibited from selling their CBH Common Stock and/or NeoStem Common Stock from
November 2, 2008 through the expiration of the six-month period immediately following the consummation of the
transactions contemplated by the Merger Agreement (the “Lock-Up Period”). The lock-up and voting agreement also
applies to additional shares beneficially owned by certain of such persons including spouses.

Madam Zhang and Shi Mingsheng, each a director of CBH, will continue their existing employment agreements with
Erye post-Merger as general manager, and board chairman, respectively.

Madam Zhang Jian and Shi Mingsheng, each a principal shareholder of EET will each receive 175,000 shares, of
NeoStem Common Stock as Merger Bonus Shares after receipt of all PRC approvals and the Closing of the Merger.
Grants under the 2009 Non-U.S. Plan will be subject to, among other things, stockholder approval of the 2009 Non-U.S.
Plan at the NeoStem Special Meeting and applicable law including any required registration in the PRC. Further, Jian and
Shi will receive an aggregate of 203,338 shares of
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NeoStem Common Stock after receipt of PRC approvals in connection with the Merger. Such Merger-related grants are
discussed in detail in NeoStem Proposal No. 7, below, in the section “Issuance of Equity Grants in Connection with the
Merger.”

Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain of their affiliates, will
give up their personal portions of the NeoStem Common Stock to be received in the Merger (an aggregate of
approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, which is the holder of
49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions.

Cai Jiangian, the mother of CBH Chief Executive Officer Chris Peng Mao and a CBH stockholder, serves as the PRC
Scientific Advisor to NeoStem pursuant to an April 23, 2009 Consulting Agreement with Shandong Life Science and
Technology Research Institute (“SLSI”), of which Ms. Cai Jiangian is President. It is anticipated that Cai Jiangian and SLSI
will continue in this role following the Merger. In return for the consulting services, NeoStem will pay SLSI an annual fee of
$100,000 and issue SLSI an aggregate of 250,000 options under the NeoStem, Inc. 2009 Non-U.S. Based Equity
Compensation Plan (the “2009 Non-U.S. Plan”), subject to the approval of the 2009 Non-U.S. Plan at the Special Meeting,
to become exercisable over approximately a two year period. In addition, in connection with NeoStem’s expanding its
relationship with SLSI in July 2009, NeoStem has agreed to grant to SLSI an additional 100,000 shares under the 2009
Non-U.S. Plan. Grants under the 2009 Non-U.S. Plan will be subject to, among other things, stockholder approval of the
2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law including any required registration in the PRC.

In a private placement of units by NeoStem in November 2008, Fullbright Finance Limited (“Fullbright”), a corporation
organized in the British Virgin Islands and a wholly-owned subsidiary of EET (the principal shareholders of which are
Madam Zhang Jian, Chairman and Chief Financial Officer of CBH, Shi Mingsheng, Chief Operating Officer and a director
of CBH, and Ding Weihua, a director of CBH), purchased 400,000 units for an aggregate consideration of $500,000, each
unit comprised of one share of NeoStem Common Stock and one redeemable five-year warrant to purchase one share of
NeoStem Common Stock at a purchase price of $1.75 per share, at a per-unit price of $1.25. In connection with Fullbright's
purchase of the units, EET borrowed $500,000 from RimAsia, and the units acquired by Fullbright were pledged to
RimAsia as collateral therefor. Further, in the June/July 2009 private placement (as defined and described below),
Fullbright acquired 64,000 shares of NeoStem Series D Stock (each Series D share being automatically convertible into
ten (10) shares of NeoStem Common Stock upon stockholder approval), together with warrants to purchase 640,000
shares of NeoStem Common Stock, which shares and warrants Neostem understands were also pledged to RimAsia.

For information on additional interests of Shi Mingsheng and Madam Zhang Jian, each a current director of CBH, in the
Merger, see “Interests of Certain NeoStem Persons in the Merger” and “Interests of Certain EET Persons in the Merger.”

Interests of Certain RimAsia Persons in the Merger

Pursuant to the Agreement and Plan of Merger, Eric Wei, the managing partner of RimAsia, will be added to the
current Board of Directors of NeoStem immediately after the Effective Time.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia and
partially to satisfy the approximately $1.6 million in transaction expenses advanced or to be advanced by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the shares of CBH
Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to
receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of NeoStem Series C
Preferred Stock, each with a liquidation preference of $1.125 per share and convertible into 9,086,124 shares of NeoStem
Common Stock at an initial exercise price of $0.90. In the event the Merger and the related transactions are not
consummated, RimAsia may not be able to recover some or all of the $1.6 million that it advanced to cover transaction
expenses.
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In addition, Fullbright pledged the units it acquired in NeoStem’s November 2008 private placement (as defined and
described below) to RimAsia as collateral for the $500,000 loan made by Rim Asia to EET in connection therewith. The
Company understands that Fullbright also pledged the units it acquired in NeoStem'’s June/July private placements to
RimAsia. Further, in the April 2009 private placement (as defined and described below), RimAsia acquired 400,000 shares
of NeoStem Series D Stock (each Series D share being automatically convertible into ten (10) shares of NeoStem
Common Stock upon stockholder approval), together with warrants to purchase 4,000,000 shares of NeoStem Common
Stock.

CBH has defaulted under the terms of an acquisition financing in the amount of approximately $13.5 million provided by
RimAsia. Such amount has been converted into CBH Series B Preferred Stock, subject to the condition that CBH merge
with another company meeting certain pre-agreed financial benchmarks or that is approved by RimAsia. If CBH does not
consummate such a merger, RimAsia has the right to convert such amount back into the original loan and accelerate
which would put CBH in immediate default and potentially in insolvency, and severely impair the value of CBH securities to
its holders. Through the Merger, NeoStem has agreed to assume the convertible preferred stock with modified rights given
to RimAsia, and eliminate the default risk. However, in the event the Merger are not consummated, RimAsia may not be
able to recover some or all of the approximately $13.5 million it is owed by CBH.

Interests of Certain EET Persons in the Merger

125,000 shares of NeoStem Common Stock will be issued to EET or its designee for assistance in effecting the
Merger. In addition, an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng and
Madam Zhang Jian following receipt of PRC approvals in connection with the Merger. Further, Shi and Jian will receive an
aggregate of 350,000 Merger Bonus shares (175,000 each) after receipt of PRC approvals and the Closing of the Merger.
Grants under the 2009 Non-U.S. Plan will be subject to, among other things, stockholder approval of the 2009 Non-U.S.
Plan at the NeoStem Special Meeting and applicable law including any required registration in the PRC.

In connection with the closing of the Merger, in order to satisfy CBH’s obligations under a Memorandum of
Understanding with EET, CBH shall have caused Erye and EET to enter into binding agreements whereby (a) Erye is
bound to transfer the land and building for its principal manufacturing facility to EET or its affiliate for a sum to be agreed
upon by the parties, with such transfer reported and accounted for in the financial records of Erye and CBH prior to
Closing, and (b) EET or its affiliate is bound to lease such principal manufacturing facility back to Erye at a nominal fee for
a term through the construction and validation period of Erye’s new manufacturing facility and until such date as Erye’s
new facility is completed and fully operational, such that Erye is assured that there is no interruption of its operations by
reason of such transfers and agreements. However, in the event the Merger and related transactions are not approved,
EET may not receive such land and building and EET may have to pursue other remedies to obtain the property to which it
is entitled pursuant to the Memorandum of Understanding between EET and CBH. The land and building have a book
value on CBH'’s books of approximately $ 6.7 million (and an unknown estimated fair market value).

Pursuant to the Joint Venture Agreement between Sub Co. and EET, during the three year period commencing from
the first day of the first fiscal quarter after the Joint Venture Agreement becomes effective, 45% of the net profit after tax
will be given to Erye, rather than distributed to NeoStem, to fund construction of Erye’s new plant, thereby benefitting EET.
Shi Mingsheng and Madam Zhang Jian own approximately 63% and 10%, respectively, of EET.

Pursuant to the Agreement and Plan of Merger, Shi Mingsheng will be added to the Board of Directors of NeoStem
immediately after receipt of all PRC approvals and the Closing of the Merger.

Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain of their affiliates, will
give up their personal portions of the NeoStem Common Stock to be received in the Merger (an aggregate of
approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, which is the holder of
49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions.
Additionally, it is expected that an aggregate of 634,152 shares of NeoStem Common Stock will be transferred to Fullbright
from three entities currently holding CBH Common Stock upon the issuance of such shares in the Merger.
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In a private placement of units by NeoStem in November 2008, Fullbright Finance Limited (“Fullbright”), a corporation
organized in the British Virgin Islands and a wholly-owned subsidiary of EET (the principal shareholders of which are
Madam Zhang Jian, Chairman and Chief Financial Officer of CBH and Erye, Shi Mingsheng, Chief Operating Officer and a
director of CBH and Chairman of Erye, and Ding Weihua, a director of CBH), purchased 400,000 units for an aggregate
consideration of $500,000, each unit comprised of one share of NeoStem Common Stock and one redeemable five-year
warrant to purchase one share of NeoStem Common Stock at a purchase price of $1.75 per share, at a per-unit price of
$1.25. In connection with Fullbright's purchase of the units, EET borrowed $500,000 from RimAsia, and the units acquired
by Fullbright were pledged to RimAsia as collateral therefor. Further, in the June/July 2009 private placement (as defined
and described below), Fullbright acquired 64,000 shares of NeoStem Series D Stock (each Series D share being
automatically convertible into ten (10) shares of NeoStem Common Stock upon stockholder approval), together with
warrants to purchase 640,000 shares of NeoStem Common Stock, which shares and warrants NeoStem understands
were also pledged to RimAsia.

Board Composition Following the Merger

Pursuant to the Agreement and Plan of Merger, NeoStem’s Board of Directors will be increased from five directors to
seven directors. Eric Wei will be added to the Board of Directors of NeoStem immediately after the Effective Time, and Shi
Mingsheng will be added to the Board of Directors immediately after the Effective Time (or the receipt of all PRC approvals
if later following the Effective Time). Three of the four directors elected at NeoStem’s annual meeting held in May 2009
(Robin L. Smith, Richard Berman and Steven S. Myers) as well as the director appointed by the NeoStem Board of
Directors on June 9, 2009 (Drew Bernstein) will continue to serve. Edward C. Geehr has also been appointed to replace
Joseph Zuckerman, who has resigned as of the Effective Time. Therefore, the NeoStem Board of Directors will consist of
the following seven members promptly following the consummation of the Merger and the receipt of all PRC approvals:
Robin L. Smith (Chairman), current Chairman of the Board and Chief Executive Officer of NeoStem; Eric Wei, the
managing partner of RimAsia; Shi Mingsheng, a Director of and the Chief Operating Officer of CBH, the Chairman of the
Board of Directors of Erye, and a holder of approximately two-thirds of EET (which is the holder of a 49% interest in Erye
and a 100% interest in Fullbright Finance Limited, a greater than 5% beneficial owner of NeoStem); and Richard Berman,
Drew Bernstein, Steven S. Myers and Edward C. Geehr (the latter four are independent directors, as defined under the
NYSE Amex listing standards). In the event that NeoStem Proposal No. 8 attains stockholder approval at the NeoStem
Special Meeting and the NeoStem Board of Directors determines to file the Board Classification Amendment (as defined
therein) with the Secretary of State of the State of Delaware, NeoStem’s Board of Directors would be divided into three
separate classes of directors, as nearly equal in number as possible, with each respective class to serve a three-year
term. The classes would be elected on a rotating or staggered basis, with each class being elected at the annual
stockholder meeting coinciding with the expiration of that class’s term. For details regarding the proposed classification of
NeoStem'’s Board, see NeoStem Proposal No. 8 of this joint proxy statement/prospectus.

NeoStem believes, as its business moves into China, that it would also be desirable to have one or more independent
directors who reside in the PRC and have relevant experience. The Nominating Committee of NeoStem’s Board of
Directors intends to continue its search for such potential director candidates.

Relative Percentages of Ownership

The following tables indicate basic and fully diluted ownership at August 21, 2009, (i) giving effect to the Series D
Convertible Redeemable Preferred Stock private placement, assuming that the proposals relating to the conversion of the
Series D Preferred and the exercisability of the Series D warrants have been approved and the Series D Preferred has
converted into NeoStem Common Stock, and (ii) giving effect both to the Series D Convertible Redeemable Preferred
Stock private placement as described above and to the consummation of the Merger (including stock bonuses to be issued
as part of the Merger, options and warrants to be issued as described above, and assuming that all Proposals set forth
herein are approved):
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After Private Placement Conversions Basic % Fully %
Outstanding Diluted
Shares Ownership(®)
NeoStem — Current Public 5,886,147 27.4% 14,947,379 31.5%
Shareholders
NeoStem — Officer & Directors* 1,255,701 5.9% 3,857,037 8.1%
CBH — Current Public Shareholders — 0.0% — 0.0%
CBH — Officers & Directors* — 0.0% — 0.0%
EET/Fullbright 1,040,000 4.8% 2,080,000 4.4%
RimAsia 5,000,000 23.3% 10,000,000 21.1%
Enhance Biomedical Holding 4,000,000 18.6% 8,000,000 16.9%
Corporation
Series D Convertible Redeemable 4,292,510 20.0% 8,585,022 18.1%

Preferred Stock Private Placement
(excluding RimAsia, EET and
Enhance Biomedical)

21,474,358 100.0% 47,469,438 100.0%

* Includes ownership by spouses of officers and directors.

(1) “Fully-diluted ownership” includes all shares of NeoStem options, warrants and convertible securities outstanding,
whether or not currently exercisable or “in-the-money” based on market value as of August 21, 2009.

After Private Placement Conversions & Basic % Fully %
Merger Outstanding Diluted
Shares Ownership®)
NeoStem — Public Shareholders 6,278,465 17.2% 14,147,197 19.3%
NeoStem — Officer & Directors* () 1,669,284 4.6% 5,713,120 7.8%
CBH — Current Public Shareholders 4,163,778 11.4% 5,771,723 7.9%
CBH - Officers & Directors*(2(3) 356,957 1.0% 356,957 0.5%
EET/Fullbright)®) 4,234,918 11.6% 5,274,918 7.2%
RimAsia® 11,458,009 31.4% 25,544,133 34.8%
Enhance Biomedical Holding 4,000,000 11.0% 8,000,000 10.9%
Corporation
Series D Convertible Redeemable 4,292,510 11.8% 8,585,022 11.7%

Preferred Stock Private Placement
(excluding RimAsia, EET and
Enhance Biomedical)

36,453,921 100.0% 73,393,070 100.0%

* Includes ownership by spouses of officers and directors.

(1) “Fully-diluted ownership” includes all shares of NeoStem options, warrants and convertible securities outstanding,
whether or not currently exercisable or “in-the-money” based on market value as of August 21, 2009.

(2) Includes an aggregate of 325,000 shares of NeoStem Common Stock to be issued as bonuses to current executive
officers of NeoStem upon consummation of the Merger pursuant to the Agreement and Plan of Merger, options to
purchase an aggregate of 1,550,000 shares of NeoStem Common Stock to be granted to executive officers and
directors of NeoStem upon shareholder approval or Closing of the Merger and the increase in the shares available
under the 2009 Plan, and an aggregate of 129,844 shares of NeoStem Common Stock to be issued to NeoStem’s CEO
and a director upon consummation of the Merger in their capacity as holders of CBH Common Stock. Does not include
shares to be owned by Shi Mingsheng, currently a director of CBH and expected to be a director of NeoStem following
the Merger and to continue as Board Chairman of Erye following the Merger, or Madam Zhang Jian, currently a director
and CFO of CBH and expected to continue as General Manager of Erye following the Merger. All such shares are
included in ownership of EET/Fullbright. Also does not include shares to beneficially owned by Eric Wei, currently
expected to be a director of NeoStem following the Merger. All such shares are included in ownership of RimAsia.
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(3) Pursuant to an agreement among the parties, 1,822,432 shares of NeoStem Common Stock to be received by certain
CBH officers and directors (and certain affiliates thereof) will be transferred to Fullbright immediately upon the
consummation of the Merger (1,709,481 of which were to be received by certain CBH officers and directors), and are
not reflected in this table in the total shares of NeoStem Common Stock to be owned by CBH Officers & Directors
following the Merger.

(4) EET/Fullbright Basic Outstanding Shares consists of (i) 400,000 shares of NeoStem Common Stock owned by
Fullbright (a wholly-owned subsidiary of EET) prior to the Merger, (ii) 640,000 shares of NeoStem Common Stock
issuable upon conversion of 64,000 shares of Series D Preferred Stock purchased by Fullbright in June/July 2009, (jii)
1,822,432 shares of NeoStem Common Stock to be transferred to Fullbright by certain CBH officers and directors (and
certain affiliates thereof) and an aggregate of 634,152 shares of NeoStem Common Stock to be transferred to Fullbright
from three entities, in each case immediately upon consummation of the Merger, (iv) 125,000 shares of NeoStem
Common Stock to be issued to EET or its designees in the Merger, (v) an aggregate of 203,338 shares of NeoStem
Common Stock to be issued to Mr. Shi and Madam Zhang Jian upon PRC approval in connection with the Merger, and
(vi) 175,000 shares to be issued to each of Mr. Shi and Madam Zhang Jian (aggregate of 350,000) upon PRC approval
and consummation of the Merger as a bonus pursuant to the Agreement and Plan of Merger.

(5) EET/Fullbright Fully Diluted Ownership also includes (i) warrants to purchase 400,000 shares of NeoStem Common
Stock owned by Fullbright (a wholly-owned subsidiary of EET) prior to the Merger, and (ii) 640,000 shares of NeoStem
Common Stock issuable upon exercise of 640,000 Series D warrants purchased by Fullbright in June/July 2009.

Structure of the Merger

Pursuant to the terms of the Merger, all of the shares of CBH Common Stock issued and outstanding immediately prior
to the Effective Time will be converted into the right to receive, in the aggregate, 7,150,000 shares of NeoStem Common
Stock. The exchange ratio shall be equal to the quotient of 7,150,000 divided by the sum of (x) the number of shares of
CBH Common Stock outstanding at the Effective Time, and (y) the number of shares of CBH Common Stock issuable
upon exercise of in-the-money warrants of CBH immediately prior to the Effective Time, estimated at August 21, 2009 to be
0.1921665.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the shares of CBH
Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to
receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of NeoStem Series C
Preferred Stock, each with a liquidation preference of $1.125 per share and initially convertible into 9,086,124 shares of
NeoStem Common Stock at an initial conversion price of $0.90 per share. For further information regarding the NeoStem
Series C Preferred Stock, please see the description set forth in this joint proxy statement/prospectus in the section
“Description of Securities — Preferred Stock — Series C Convertible Preferred Stock,” as well as the Certificate of
Designations included as Annex I.

At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao. NeoStem will bear 50%
of up to $450,000 of CBH's expenses post-merger, and satisfaction of the liabilities of Messrs. Globus and Mao will count
toward that obligation.

For assistance in effecting the Merger, 125,000 shares of NeoStem Common Stock will be issued to EET. In addition,
an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng (an officer and director of
CBH, a director of Erye and a majority stockholder of EET) and Madam Zhang Jian (an officer and director of CBH, an
officer of Erye and significant shareholder of EET) in connection with the transactions contemplated by the Merger to assist
in obtaining the receipt of all PRC approvals.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per
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share adjusted such that the aggregate exercise price of the NeoStem Class E Warrant is the same as the aggregate
exercise price of the warrant in effect immediately prior to the Effective Time, or a holder may, in accordance with the
terms of such holder's warrants, elect to receive a cash payment for their Existing CBH Warrants equal to the Black
Scholes value of the warrant on the date of such request. While the value underlying the amount of any such cash
payment would be measured as of the date of any such warrantholder’s request, the approximate maximum aggregate
amount of all such cash payments, if such requests were made as of August 25, 2009, would be approximately $77,000.
For further information regarding the NeoStem Class E Warrants, please see the description set forth in this joint proxy
statement/prospectus in the section “Description of Securities — Warrants — Class E Warrants,” as well as the Form of
NeoStem Class E Warrant included as Annex J.

As a result of the Merger, CBH stockholders would own approximately 24% of NeoStem Common Stock (assuming
stockholder approval of NeoStem Proposal No. 4 of this joint proxy statement/prospectus and the automatic conversion
into NeoStem Common Stock of all outstanding shares of Series D Convertible Preferred Stock, par value $0.01 per
share, of NeoStem).

Upon consummation of the transactions contemplated by the Merger, NeoStem will own 51% of the ownership
interests in Erye, and EET, will own the remaining 49% ownership interest. In connection with the execution of the
Agreement and Plan of Merger, Subco and EET have negotiated a Joint Venture Agreement, which, subject to approval by
the requisite PRC governmental authorities, will become effective and will govern the rights and obligations with respect to
their respective ownership interests in Erye. Pursuant to the terms and conditions of the Joint Venture Agreement,
dividend distributions to EET and NeoStem will be made in proportion to their respective ownership interests in Erye;
provided, however, that for the three-year period commencing on the first day of the first fiscal quarter after the Joint
Venture Agreement becomes effective, (i) 49% of undistributed profits (after tax) will be distributed to EET and lent back to
Erye by EET for use by Erye in connection with the construction of a new plant for Erye; (ii) 45% of the net profit (after tax)
will be provided to Erye as part of the new plant construction fund, which will be characterized as paid-in capital for
NeoStem’s 51% interest in Erye; and (iii) 6% of the net profit will be distributed to NeoStem directly for NeoStem’s
operating expenses. In the event of the sale of all of the assets of Erye or liquidation of Erye, NeoStem will be entitled to
receive the return of such additional paid-in capital before distribution of Eyre’s assets is made based upon the ownership
percentages of NeoStem and EET, and upon an initial public offering of Erye which raises at least 50,000,000 RMB (or
approximately U.S. $7,300,000), NeoStem will be entitled to receive the return of such additional paid-in capital.
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MATERIAL UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE MERGER

The following is a discussion of the material U.S. federal income tax consequences of the Merger to the holders of CBH
stock. This discussion is based upon the Code, the regulations of the United States Treasury Department, Internal
Revenue Service rulings, and judicial and administrative rulings and decisions in effect on the date of this proxy
statement/prospectus. These authorities may change at any time, possibly retroactively, and any change could affect the
continuing validity of this discussion. This discussion does not address any tax consequences arising under the laws of
any state, locality or foreign jurisdiction, and accordingly, is not a comprehensive description of all of the tax consequences
that may be relevant to any given holder of CBH stock.

This discussion does not address the tax consequences that may be relevant if any holder receives special treatment
under some U.S. federal income tax laws. Holders receiving this special treatment include but are not limited to:

« partnerships and other pass-through entities

« persons who are not “United States persons” (as defined in Section 7701(a)(30) of the Code);
« financial institutions;

* tax-exempt organizations;

* insurance companies;

* mutual funds;

« traders in securities that elect mark-to-market;

« dealers in securities or foreign currencies;

¢ persons who are subject to alternative minimum tax;

« holders of options granted by CBH, or persons who received their CBH stock through the exercise of employee
stock options or otherwise as compensation;

« persons who have a functional currency other than the U.S. dollar;

« persons who hold shares of CBH stock as part of a hedge, constructive sale, straddle, conversion transaction or
other integrated transaction; and

¢ certain U.S. expatriates.

This discussion assumes that holders of CBH stock hold their CBH stock as capital assets (generally for investment
and not as a dealer or for sale to customers in the ordinary course of the holder’s trade or business). This discussion does
not address the receipt of any NeoStem stock by anyone other than in their capacity as a holder of stock of CBH, or the
receipt of NeoStem stock in exchange for services, or property other than CBH stock, including but not limited to the
issuance of certain NeoStem shares to Mr. Globus and Mr. Mao in exchange for indebtedness owed by CBH to them. The
discussion also does not address the tax consequences of the Merger to the holders of CBH preferred stock or the
ownership of shares of preferred stock of NeoStem after the Merger.

Assuming that the Merger is completed according to the terms of the Merger Agreement and based upon facts, factual
representations and assumptions contained in representation letters provided by NeoStem and CBH, all of which must
continue to be true and accurate in all material respects through the Effective Time of the Merger, and subject to the
assumptions and qualifications contained in their respective opinions, it is the opinion of each of Lowenstein Sandler PC,
counsel to NeoStem, and Troutman Sanders LLP, counsel to CBH, that the Merger will qualify as a reorganization within
the meaning of Section 368(a) of the Code.

As a condition to the completion of the Merger (which condition may be waived), CBH will receive an opinion of
Lowenstein Sandler PC, and NeoStem will receive an opinion of Troutman Sanders LLP in the form and substance
reasonably satisfactory to NeoStem and CBH with respect to the tax-free status of the Merger under US laws. The parties
expect to receive opinions that the Merger qualifies as a “reorganization”
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within the meaning of Section 368(a)(1)(A) of the Code. In rendering these opinions, counsel will require and rely upon
representations contained in letters and certificates to be received from NeoStem and CBH. If the letters or certificates are
incorrect, the conclusions reached in the tax opinions could be jeopardized. In addition, the opinions will be subject to
certain qualifications and limitations as set forth in the opinions. Further, if events occur between the date of this document
and the closing of the Merger that render NeoStem and/or CBH unable to make the representations required by
Lowenstein Sandler PC and Troutman Sanders LLP, either or both of Lowenstein Sandler PC and Troutman Sanders LLP
may be unable to deliver an opinion on the closing date that that the Merger will be treated as a reorganization within the
meaning of Section 368(a) of the Code.

None of the tax opinions given in connection with the Merger will be binding on the IRS. Neither NeoStem nor CBH
intends to request any ruling from the IRS as to the U.S. federal income tax consequences of the Merger. Consequently,
no assurance can be given that the IRS will not assert, or that a court would not sustain, a position contrary to any of those
set forth below. In addition, if any of the representations or assumptions upon which those opinions are based is
inconsistent with the actual facts, the U.S. federal income tax consequences of the Merger could be adversely affected.
There can be no assurance that future legislation, regulations, administrative rulings or court decisions will not adversely
affect the accuracy of the statements in this summary.

Material Federal Income Tax Consequences of the Merger to CBH and CBH Stockholders
Tax Treatment of CBH and the CBH Stockholders if the Merger Qualifies as a Reorganization

If the Merger qualifies as a reorganization, CBH would not recognize taxable gain or loss as a result of the Merger, and
CBH stockholders who receive NeoStem Common Stock in exchange for their shares of CBH Common Stock would
recognize no gain or loss for federal income tax purposes. A CBH stockholder’s aggregate tax basis in the NeoStem
Common Stock that she or he receives in the Merger would equal the aggregate basis that such stockholder had in the
shares of CBH Common Stock surrendered in the Merger in exchange therefor. The holding period of a CBH stockholder
in the shares of NeoStem Common Stock received in the Merger would include the holding period for the shares of CBH
Common stock surrendered in exchange therefor. A CBH stockholder having differing bases or holding periods in respect
of his/her shares of CBH Common Stock should consult their tax advisors prior to the exchange with regard to identifying
the bases or holding periods of the particular shares of NeoStem Common Stock received in the Merger.

Effects of Failure to Qualify as a Reorganization

If the Merger fails to qualify as a reorganization described in section 368(a) of the Code, then the holders of CBH stock
would have taxable gain or loss equal to the value of the consideration each holder receives in the Merger less the tax
basis that she or he had in the shares of CBH stock exchanged therefore. A CBH stockholder’s aggregate tax basis in the
NeoStem Common Stock that she or he receives in the Merger would equal the aggregate fair market value of the shares
of CBH Common Stock surrendered in the Merger in exchange therefor. The holding period of a CBH stockholder in the
shares of NeoStem Common Stock received in the Merger would not include the holding period for the shares of CBH
Common stock surrendered in exchange therefor. In addition, CBH would have taxable gain or loss equal to the value of
the consideration paid by NeoStem less the tax basis that CBH has in its assets.

Dissenting Stockholders and Appraisal Rights

The cash received by a dissenting holder of CBH Common Stock in exchange for its CBH Common Stock would be
treated as having been received by such shareholder as a distribution in redemption of his or her stock, subject to the
provisions and limitations of Section 302 of the Code (if the Merger qualifies as a reorganization). The tax consequences of
cash received, whether treated as a dividend or as received in exchange for stock, may vary depending on the individual
circumstances of the stockholder. Each holder of CBH stock who contemplates exercising statutory dissenters’ rights
should consult its tax advisor as to the possibility that all or a portion of the payment received pursuant to the exercise of
such rights will be treated as dividend income.
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Backup Withholding

A holder of CBH stock may be subject to backup withholding at a rate of 28% on the consideration received in
connection with the Merger, unless such holder certifies its exemption from backup withholding or provides a correct
taxpayer identification number and certain other certifications, and otherwise complies with applicable requirements of the
backup withholding rules. A holder of CBH stock that does not provide its correct taxpayer identification number may also
be subject to penalties imposed by the IRS. Any amounts withheld under the backup withholding rules are not an
additional tax and may be refunded or credited against the holder's United States federal income tax liability, provided the
required information is furnished to the IRS.

Material United States Federal Income Tax Consequences of the Merger to NeoStem and NeoStem Stockholders

NeoStem will not recognize taxable gain or loss as a result of the Merger. NeoStem shareholders will not, by reason of
holding NeoStem stock, recognize taxable gain or loss in the Merger.

Material Federal Income Tax Consequences to CBH of the Transfer of Stock of CBC

CBH will recognize taxable gain or loss on the transfer of the stock of CBC, but CBH believes that its net operating
losses will offset any taxable gain resulting from the transfer of stock of CBC for U.S. federal income tax purposes.

Tax matters are very complicated, and the tax consequences of the Merger will depend on the facts of the
holder’s particular situation. Holders are encouraged to consult their own tax advisors regarding the specific tax
consequences of the Merger, including the applicability and effect of any federal, state, local and foreign income
and other tax laws.

The preceding discussion does not purport to be a complete analysis or discussion of all potential tax consequences
relevant to the Merger. Moreover, the discussion does not address any non-income tax consequences nor any foreign,
state or local tax consequences. Again, you are urged to consult your own tax advisor as to the specific consequences of
the Merger to you, including tax return reporting requirements, the applicability and effect of federal, state, local, and other
tax laws, including the effects of any proposed changes in the tax laws, and your obligation to retain information regarding
the transaction.

FAIRNESS OPINION
Background

On October 31, 2008, at a meeting of the NeoStem Board of Directors called to discuss the proposed agreement with
CBH, vFinance Investments, Inc. (“vFinance”) gave the Board preliminary guidance that it thought that on completion of its
full analysis, it would be able to opine in favor of the fairness of the proposed transaction. Following such analysis, on
November 2, 2008, the definitive Agreement and Plan of Merger was executed. On April 1, 2009, vFinance provided its
written opinion to the NeoStem Board of Directors and its written report to the Special Committee of the NeoStem Board of
Directors (collectively, the “Fairness Opinion”), to the effect that, as of such date, and based upon and subject to certain
matters stated therein, the transactions contemplated by the Agreement and Plan of Merger are fair, from a financial point
of view, to the non-affiliated stockholders of NeoStem. Representatives of vFinance then met with the Board on April 9,
2009 to present its findings and answer questions.

The fairness opinion was rendered prior to the dates of Amendment No. 1 and Amendment No. 2 to the Agreement
and Plan of Merger and therefore does not reflect the consideration set forth in this joint proxy/registration statement and
payable pursuant to the Merger Agreement, as amended. For a discussion of the changes to the Merger Agreement made
in Amendments No. 1 and 2 thereto please see page 90 of the “Background of Merger” section. NeoStem did not believe
that the matters set forth in such amendments were so material as to necessitate a revision of the fairness opinion, but will
rely on the condition that vFinance renew its fairness opinion prior to closing. The Company did fully inform vFinance of
the changes in the Merger consideration being paid pursuant to each of Amendment No. 1 and Amendment No. 2 before
they were executed. In each case, vFinance orally informed the Company that the changes did not adversely
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affect its view as to the fairness of the transaction to the shareholders of the Company from a financial point of view. The
fairness opinion that NeoStem will receive prior to closing will reflect the consideration set forth in this joint
proxy/registration statement and payable pursuant to the Merger Agreement, as amended. If vFinance reaffirms the
fairness of the Merger consideration being paid to the shareholders of the Company, the Company will close (assuming all
other conditions have been satisfied or waived) without further information being provided to its shareholders prior to
Closing. If vFinance were unable to reconfirm the fairness of the transaction to NeoStem’s shareholders from a financial
point of view, NeoStem would either not close and abandon the transaction, or resolicit shareholder approval, possibly on
amended terms.

Qualifications; Selection Process; Instructions and Limitations

vFinance, as part of its investment banking business, is regularly engaged in the valuation of businesses and their
securities in connection with mergers and acquisitions, going private transactions, negotiated underwritings, secondary
distributions of listed and unlisted securities, private placements, and valuations for corporate and other purposes.
vFinance is a registered broker-dealer with the Securities and Exchange Commission and a member of the Financial
Industry Regulatory Authority, or FINRA. vFinance does not perform tax, accounting, legal services, or appraisal services,
nor render such advice.

NeoStem considered several factors in selecting vFinance to render the Fairness Opinion in connection with the
transactions contemplated by the Agreement and Plan of Merger. Among the factors considered was the fact that
vFinance led the financing round for CBH'’s purchase of the 51% interest in Erye. NeoStem believed that vFinance’s
knowledge of CBH would be useful in vFinance’s analysis of the contemplated transactions and ultimate rendering of the
opinion.

NeoStem requested vFinance’s opinion as investment bankers as to the fairness, from a financial point of view, of the
consideration to be paid pursuant to the Agreement and Plan of Merger (the “Proposed Transaction”) to the non-affiliated
shareholders of NeoStem. vFinance has not been requested to opine to, and in the Fairness Opinion does not in any
manner address, the underlying business decision of NeoStem to proceed with or effect the Merger or related
transactions. In addition, NeoStem did not request that vFinance explore any alternatives to the Proposed Transaction.
Further, vFinance’s opinion does not address the relative merits of the Proposed Transaction as compared to any
alternative business strategy that might exist for NeoStem. NeoStem did not place any limitations on the scope of the
vFinance investigation.

During the course of the engagement, the vFinance team met with senior management, company counsel and
NeoStem'’s advisors both in person and telephonically regarding NeoStem and the Proposed Transaction.

Engagement Agreement, Fees, and Material Relationships

vFinance has been retained by NeoStem to render the Fairness Opinion in connection with the transactions
contemplated by the Agreement and Plan of Merger and will receive a fee and reimbursement of its expenses for such
services (as described below). No portion of such fee is contingent upon consummation of the transactions contemplated
by the Agreement and Plan of Merger nor is it contingent upon any recommendation of the Board of Directors. In addition,
NeoStem has agreed to indemnify vFinance for certain liabilities arising out of its engagement, including the rendering of
the Fairness Opinion. vFinance has not participated in, or provided advice with respect to, the pricing determination,
structuring or negotiation of transactions contemplated by the Agreement and Plan of Merger. In the ordinary course of
business, vFinance may trade the NeoStem Common Stock for its own account and for the accounts of customers, and,
accordingly, may at any time hold a long or short position in such securities.

On September 30, 2008, NeoStem entered into the Opinion Engagement Agreement with vFinance, pursuant to which
vFinance was engaged to render the Fairness Opinion. This agreement provided for (i) an aggregate fee of $105,000, of
which (a) $17,500 was due and paid upon the execution of the agreement, (b) an additional $17,500 was due and paid
upon the execution of the definitive agreement for the transaction, (c) an additional $35,000 would become due upon
notification by vFinance of its intent and ability to effectuate delivery of the Fairness Opinion, and (d) the remaining
$35,000 would become due upon vFinance’s delivery of the Fairness Opinion; (ii) reasonable expenses in accordance with
the terms and schedule set forth in the Engagement Agreement; and (iii) indemnification of vFinance as provided in the
Engagement Agreement. The term of this engagement was for 16 weeks, to be automatically extended on a month-to-
month
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basis (unless terminated by NeoStem) if the transaction was still in progress. All payments under this agreement have
been made for a total of $105,987 including expenses. On April 8, 2009, NeoStem entered into an Opinion Engagement
Agreement with National Securities Corporation (“National”) in National's capacity as successor to vFinance in relation to
investment banking activities, which superseded NeoStem'’s Opinion Engagement Agreement with vFinance. Such
agreement is effectively a continuation of the vFinance Agreement and provided for an additional payment of $5,000 to
National upon execution thereof, which was so paid.

On July 3, 2009, NeoStem entered into another engagement agreement with National, pursuant to which National was
engaged to render a valuation to the NeoStem Board of Directors as to the fair market value of the 51% ownership interest
in Erye and to value the shares of Series C Convertible Preferred Stock to be issued in connection with the Merger. This
agreement provided for (i) an aggregate fee of $50,000, of which (a) $25,000 was due and paid upon the execution of the
agreement and (b) the balance of $25,000 will become due upon notification by National that it is prepared to deliver the
valuation; (ii) reasonable expenses not to exceed $5,000; and (jii) indemnification of National as provided in the
agreement.

CBH previously had a relationship with vFinance. CBH entered into an Engagement Letter dated February 22, 2006,
with vFinance Investment, Inc. (“vFinance”), pursuant to which vFinance acted as private placement agent to offer and sell
up to Six Million Dollars ($6,000,000) worth of securities with a 20% over allotment option at the sole discretion of CBH and
closed on a financing. The engagement was for a term of sixty (60) days commencing upon the execution of the
engagement letter by CBH, which could be extended by mutual agreement. In consideration, CBH made the following
aggregate payments to vFinance and its selected dealers: (i) $697,000 in cash; (ii) the issuance of 50,000 shares of
restricted common stock of CBH; and (iii) warrants to purchase up to 538,614 shares of common stock of CBH at an
exercise price of $1.26 per share, expiring March 10, 2010. As of July 2, 2009, principals of vFinance continued to own
43,750 shares of common stock of CBH and vFinance in its individual capacity continued to own warrants to purchase up
to 204,763 (and together with its principals, approximately 271,636) shares of common stock of CBH. vFinance’s (and its
principals’) ownership of CBH securities and previous relationship with CBH may influence its judgment in rendering the
fairness opinion in connection with the Merger. More specifically, based on the $2.03 closing price of NeoStem Common
Stock on September 18, 2009 and assuming conversion of CBH Common Stock into NeoStem Common Stock in the
Merger, the approximate transaction value of the 43,750 shares of CBH Common Stock held by the principals of vFinance
would be $17,068, and the Black-Scholes value of the warrants held by vFinance and its principals would be approximately
$315 in the aggregate. In the event the Merger is not timely approved and RimAsia converted certain of its preferred
shares in CBH back to a senior secured loan and sought to exercise creditors remedies, the CBH securities held by
vFinance and its principals might be rendered worthless.

The Opinion

The full text of the Fairness Opinion, which sets forth the assumptions made, matters considered and limitations in the
review undertaken, is attached as Annex C to this prospectus and joint proxy statement, and is incorporated herein by
reference. The Fairness Opinion, as well as a detailed analysis, also will be made available for inspection and copying at
the principal executive offices of NeoStem during its regular business hours by any interested equity security holder of
NeoStem or representative who has been so designated in writing. A copy of the Fairness Opinion, as well as a detailed
analysis, will be transmitted by NeoStem to any interested equity security holder of NeoStem or representative who has
been so designated in writing upon written request and at the expense of the requesting security holder. You should read
the Fairness Opinion carefully and in its entirety.

In conducting its analyses and arriving at the opinion expressed in the Fairness Opinion, vFinance took into account its
assessment of general economic, market and financial conditions, as of the date of the Fairness Opinion and its
experience in connection with similar transactions and securities valuations generally, and, among other things:

« reviewed publicly available financial information and other data with respect to NeoStem, including its SEC filings;
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« reviewed publicly available financial information and other data with respect to CBH, including its SEC filings;
« reviewed due diligence documents relating to Eyre, including its most recent financial projections;
« reviewed the term sheet and deal structure documents as prepared by NeoStem’s investment banker;

« reviewed an initial draft of the Certificate of Designation of the Series C Convertible Preferred of NeoStem to be
issued to RimAsia Capital Partners, LP;

* reviewed a draft of the registration statement to which this prospectus and joint proxy statement relate;

« reviewed and analyzed certain financial characteristics of comparable transactions that involved the acquisition of
companies that were deemed to have characteristics comparable to those of CBH,;

« compared the financial terms of the transactions contemplated by the Agreement and Plan of Merger with the
financial terms of certain other transactions vFinance deemed to be relevant and comparable;

« considered the historical financial results and present financial condition of NeoStem;

« inquired about and discussed the transactions and other matters related thereto with NeoStem’s management and
legal counsel;

¢ discussed with members of senior management of NeoStem the strategic and financial benefits of the transactions;
and

« performed such other analyses and examinations as were deemed appropriate.

vFinance did not focus on historical stock trading prices, as the CBH stock has historically been very illiquid, and other
factors not related to Erye, such as other financings and acquisitions, may have influenced the trading of CBH'’s stock.

In connection with its review and analyses and in arriving at its opinion, vFinance assumed and relied upon the
accuracy and completeness of the financial and other information provided to it or which was publicly available, and did not
attempt to verify independently any such information. vFinance relied solely on the information and estimates provided to it
by NeoStem’s management and its advisors and neither made nor obtained any independent appraisals of any properties,
other assets or facilities of NeoStem. With respect to certain financial information, including financial analyses and
projections, relating to NeoStem’s business and prospects provided by NeoStem’s management and its advisors, vFinance
assumed that the financial information was reasonably prepared on a basis reflecting best currently available estimates
and good faith judgments of the management of NeoStem as to the future financial performance of NeoStem.

The Fairness Opinion does not constitute a recommendation to any stockholder of NeoStem as to how any such
stockholder should vote at the Special Meeting. The Fairness Opinion contains no opinion as to the prices at which shares
of NeoStem Common Stock would trade at any time following the announcement or consummation of the transactions and
should not be viewed as providing any assurance that the market value of the shares of NeoStem Common Stock to be
held by the stockholders of NeoStem after the consummation of the transactions will be in excess of the market value of
the shares of NeoStem Common Stock owned by such stockholders at any time prior to the announcement or the
consummation of the transactions.

NeoStem did not request vFinance to opine to, and the Fairness Opinion does not in any manner address, the
underlying business decision of NeoStem to proceed with or effect the transactions. In addition, NeoStem did not request
vFinance to explore, any alternatives to the transactions, and the Fairness Opinion does not address the relative merits of
the proposed transactions as compared to any alternative business strategy that might exist for NeoStem. vFinance did
not provide services other than the delivery of the Fairness Opinion. vFinance did not participate in negotiations on the
terms of the Merger or related transactions, which were the product of direct negotiations among the parties.
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Valuing the Consideration Offered

In determining the fairness of the Proposed Transaction to the non-affiliated NeoStem shareholders, vFinance first
determined the value of the consideration being offered, which included a valuation of the NeoStem Common Stock,
Warrants and Series C Convertible Preferred Stock to be issued in accordance with the terms of the Agreement and Plan
of Merger. The calculation of the value of consideration offered in the Agreement and Plan of Merger transaction is
somewhat complex. While the value of the NeoStem Common Stock is readily assessable from the closing prices in its
trading market, the value of the Warrants and Series C Convertible Preferred are indeterminate.

NeoStem Common Stock. In order to calculate the value of the shares of NeoStem Common Stock, vFinance used
the closing price per share of NeoStem Common Stock on the NYSE Amex as of April 1, 2009, which was $0.97 per
share.

Warrants. vFinance utilized the Black Scholes Option Pricing Model (the “BSPM”) to derive the value of the warrants.
The BSPM, despite its noted limitations, has been the standard method by which public and privately held companies have
valued derivative securities for the purpose of assigning value to said securities. Utilizing a number of different data points
including Stock Price, Exercise Price, Years to Expiration, Volatility of the Stock and Risk Free Rate of Return, the BSPM
provides a close approximation of the derivative securities’ intrinsic value. In the case of valuing the issued NBS Warrants
to both RimAsia and other CBH investors, most of the necessary data points were provided or readily available. One
significant variable is the volatility of the NeoStem Common Stock. Most analysts utilize the historical volatility of a
particular stock as a proxy for expected volatility. In its analysis, vFinance consulted various Financial Accounting
Standards Board (FASB) interpretations on the appropriate approach in determining historical volatility and the period of
time to measure volatility. It has been stipulated that the period of time to measure should be approximately equivalent to
the period of time until expiration of the derivative security in question. In applying such analysis to the case of the
NeoStem Warrants, which are exercisable for a period of five (5) years, the volatility would be measured over a period of
1,260 trading days. In this circumstance, vFinance determined that this length of period was inappropriate because
NeoStem, as currently constituted, did not have a traded security for that length of time. Furthermore, events such as
reverse stock splits, which at times do affect the normal trading range of a security, occurred in 2006 and 2007. As a
result, vFinance concluded that the most accurate volatility results would be generated over the period starting the first
trading day after NeoStem’s last reverse stock split to the date of vFinance’s analysis. This results in a period from August
10, 2007 through to April 1, 2009, or some 402 trading days. The resulting volatility over the period was 133.0%. Inputting
the other data points into the BSPM provided estimated values for the two (2) different warrants issued to RimAsia and
other CBH investors of $0.85 and $0.77, respectively. The following tables illustrate the analysis performed:

NeoStem Black Scholes Warrant Valuation

Value of NBS Warrants Issued to RimAsia Capital Partners L.P.

Stock price(® $ 097
Strike price $ 0.80
Years to maturity 5.00
Risk-free rate (@ 1.67%
Volatility* 133.04%

* Volatility of NBS stock over a period of 402 trading days.
Intrinsic Warrant Value 3) $0.85
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Value of NBS Warrants Issued to other China Biopharmaceuticals Holdings, Inc. Investors

Stock price( $ 0.97

Strike price $ 2.50

Years to maturity 5.00

Risk-free rate(® 1.67%

Volatility* 133.04%
* Volatility of NBS stock over a period of 402 trading days.

Intrinsic Warrant Value (%) $0.77

(1) Neostem, Inc.'s Closing Bid Price on April 1, 2009.
(2) Based on 5-Year US T-bill on April 1, 2009.
(3) Derived utilizing Black-Scholes Pricing Model.

Series C Convertible Preferred. With regards to the Series C Convertible Preferred there are two (2) likely means by
which one can assign value. This first is to examine them on an “as converted” basis, which assumes immediate
conversion into the common shares of NeoStem Common Stock on the day of closing. This methodology considers the
Series C Convertible Preferred’s Agreed Stated Value of $1.00 per share or some $6.97 million in total stated value.
vFinance then considered the stated conversion price of the Series C Convertible Preferred of $0.90 and divided the total
value by the stated conversion price, and came up with a total of 7,752,791 shares to be issued upon conversion of the
Series C Convertible Preferred. This final total multiplied by the closing share price of NeoStem at the time of vFinance’s
written report ($0.97) yields a value of consideration offered of approximately $7.5 million. The second method by which to
derive a value of the Series C Convertible Preferred is to examine the Net Present Value of the dividend streams (5% of
liquidation preference over the next seven years or some $.05 per year) and the Agreed Stated Value ($1.00) of the
securities. Discounting these expected cash flows over the next seven years by NeoStem’s perceived weighted average
cost of capital (WACC) of 19.9% results in a value of each Series C Convertible Preferred of $0.55. Taking the total
number of Series C Convertible Preferred issued of 6,977,512 and multiplying by the perceived Net Present Value of each
Series C Convertible Preferred ($0.55) yields a value of consideration offered of approximately $3.8 million. A full
illustration of the aforementioned Series C Convertible Preferred valuation methodologies is set forth below:

Series C Convertible Preferred Valuation

Present Value of Stated Value and Paid Dividends

2008 2009 2010 2011 2012
Agreed Stated Value $ 1.000
Dividends at 5.0%

Cash $0.050 $0.050 $ 0.050 $ 0.050 $ 0.050
Total Value $0.050 $0.050 $0.050 $ 0.050 $ 1.050
Discount Rate® 19.9%

Present Value of Series C Preferred $ 0.55

Total “As if Converted” Share Owernship of RimAsia Capital Partners L.P.

Agreed Stated Value $ 1.00
Stated Conversion Price $ 0.90

Stated Value of Series C Preferred Shares Issued to RimAsia Capital Partners, $6,977,512
L.P.

Total Anticipated Shares Owned by RimAsia Capital Partners, L.P. @ 7,752,791

(1) Discount Rate is based on the estimated Weighted Average Cost of Capital (WACC) for NeoStem, Inc.
(2) Calculated as Stated Value of Series C Preferred divided by Stated Conversion Price.

As a component of the above analysis, vFinance calculated the perceived weighted average cost of capital (WACC)
applicable to NeoStem. For further detail regarding vFinance’s basis for arriving at NeoStem’s WACC, please see the
“WACC Analysis” chart, appearing below under the heading “Discounted Cash Flow Analysis.”
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Summary: Valuing the Total Consideration Offered. The materials set forth below summarize the analysis by which
vFinance summed up all the individual consideration components and calculated a range of values of total consideration
offered in the Agreement and Plan of Merger transaction of approximately between $20.2 and $23.9 million:

Summary of Consideration “As if Converted”

No. of Assumed Total
Shares/ Value of Consideration
Warrants Individual
Issued Share/Warrant
Issued
Consideration for Suzhou Erye Pharmaceuticals Company
Ltd.
NBS Common Share Issued to Shareholders 7,500,000 $ 0971 $ 7,275,000
NBS Series C Convertible Preferred Issued to RimAsia 7,752,791 $ 0.97@ $ 7,520,207
Capital Partners L.P.
NBS Warrants Issued to RimAsia Capital Partners L.P. 2,400,000 $ 0.853) $ 2,051,163

NBS Common Shares Issued to RimAsia Capital Partners 5,383,009 $ 0.970 ¢ 5221519
L.P.

NBS Common Share Issued to Stephen Globus 50,000 $ 0970 g 48,500
NBS Common Share Issued to Chris Peng Mao 40,000 $ 0970 g 38,800
NBS Common Share Issued to China Biopharmaceuticals 200,000 $ 0.970 $ 194,000
Corp.
NBS Warrants Issued to other China Biopharmaceuticals 2,012,097 $ 0.77® $ 1551469
Holdings, Inc. Investors
$23,900,659
(1) Value based on Neostem, Inc. Closing Bid Price on April 1, 2009.
(2) Value based on “As if Converted” Total Share Ownership of RimAsia Capital Partners L.P.
(3) Value based on Black Scholes Value calculation.
(4) Value based on Black Scholes Value calculation.
Summary of Consideration “Present Value of Preferred”
No. of Share/ Assumed Value Total
Warrant of Individual Consideration
Issued Shares/Warrants
Issued
Consideration for Suzhou Erye Pharmaceuticals Company
Ltd.
NBS Common Share Issued to Shareholders 7,500,000 $ 0970  $ 7,275,000
NBS Series C Convertible Preferred Issued to RimAsia Capital 6,977,512 $ 0.55@  $ 3,861,470
Partners L.P.
NBS Warrants Issued to RimAsia Capital Partners L.P. 2,400,000 $ 0.85() $ 2,051,163
NBS Common Shares Issued to RimAsia Capital Partners L.P. 5,383,009 $ 0.970 §$ 5221519
NBS Common Share Issued to Stephen Globus 50,000 $ 0970 $ 48,500
NBS Common Share Issued to Chris Peng Mao 40,000 $ 0970 $ 38800
NBS Common Share Issued to China Biopharmaceuticals 200,000 $ 0.97M $ 194,000
Corp.
NBS Warrants Issued to other China Biopharmaceuticals 2,012,007 $ 077"  $ 1,551,469

Holdings, Inc. Investors
$20,241,021

(1) Value based on Neostem, Inc. Closing Bid Price on April 1, 2009.
(2) Value based on Present Value calculation of Series C Convertible Preferred.
(3) Value based on Black Scholes Value calculation.

(4) Value based on Black Scholes Value calculation.
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Value of Acquired Interests

Part and parcel of vFinance’s opining on the fairness of the Proposed Transaction to the non-affiliated shareholders of
NeoStem is determining the approximate value of the companies and/or assets being acquired for the previously described
consideration. Valuing companies and assets is inexact in many respects, as it necessitates making many assumptions
and using management-supplied projections to derive the values in question. Nonetheless, there are certain
methodologies that are recognized as appropriate by industry practitioners. Examining other comparable public companies
as well as comparable merger and acquisition transactions are both widely recognized and acceptable methodologies.
Additionally, discounted cash flow analysis where the Net Present Value of certain cash flow streams are examined is a
third widely recognized methodology. The values imputed from these methodologies, taken as a whole, will provide the
basis by which to measure the value of the acquisition targets and compare it versus the stated consideration.

In short, vFinance has performed three (3) distinct analyses: Comparable Public Company Trading Multiple Analysis,
Comparable M&A Transaction Multiple Analysis, and Discounted Cash Flow Analysis for Erye to derive the approximate
values of each and compare it to the consideration being offered to determine the fairness of the Proposed Transaction to
the non-affiliated shareholders of NeoStem.

Comparable Public Company Trading Multiple Analysis: Erye

Comparable Public Companies Used in vFinance’s Analysis. As vFinance sought to value the business of Suzhou
Erye Pharmaceuticals Ltd. (“Erye”), vFinance first defined those other companies that might be considered “comparable” to
Erye. The selection criteria used to arrive at this sample set included all public issuers based in the PRC, which traded on
either the Amex, Nasdaq or OTC; whose industry classification was either Pharmaceuticals or Nutraceuticals; and had
trailing twelve month revenues of between $10 million to $80 million. The sample set of comparable publicly traded
companies includes nine (9) comparable companies that are manufacturers of pharmaceutical and/or nutraceutical
products and primarily operate and market their products in the People’s Republic of China (PRC). vFinance reviewed the
operating demographics of each comparable company in the sample set and determined that all operated within similar
parameters from a business model and operational standpoint to that of Erye. The profiles of the companies used by
vFinance in the Comparable Public Company Trading Multiple Analysis are set forth below:

« 3SBio, Inc., a biotechnology company, focuses on the research, development, manufacture, and marketing of
biopharmaceutical products primarily in the People’s Republic of China. Its product candidates are designed to
address unmet medical needs in nephrology, oncology, supportive cancer care, inflammation, and infectious
diseases. The company'’s principal product, EPIAO is an injectable recombinant human erythropoietin that is used
to stimulate the production of red blood cells in patients with anemia and to reduce the need for blood transfusions.
It also offers TPIAO, a recombinant human thrombopoietin indicated for the treatment of chemotherapy-induced
thrombocytopenia, a deficiency of platelets. In addition, the company markets two protein-based therapeutics,
Intefen, a recombinant interferon alpha-2a product indicated for the treatment of carcinoma of the lymphatic or
hematopoietic system and viral infectious diseases; and Inleusin, a recombinant human interleukin-2 product
indicated for the treatment of renal cell carcinoma, metastatic melanoma, and thoratic fluid build-up caused by
cancer and tuberculosis. Further, the company’s product pipeline includes various protein-based therapeutics,
including NuPIAO, a second-generation EPIAO product candidate; NuLeusin, a next-generation Inleusin product
candidate; TPIAO for the treatment of idiopathic thrombocytopenic purpura; a human papilloma virus vaccine for
the prevention of cervical cancer; and an anti-TNF humanized monoclonal antibody product candidate for the
treatment of rheumatoid arthritis and other autoimmune diseases. 3SBio sells its products through a network of
distributors to healthcare providers, including hospitals, clinics, and dialysis centers, as well as through distribution
agreements with local agents. The company was founded in 1993 and is headquartered in Shenyang, the People’s
Republic of China.

« Aida Pharmaceuticals, Inc. and its subsidiaries engage in the development, production, and distribution of
antibiotics, cardiovascular, and anti cancer drugs in the People’s Republic of China. It offers products in the form of
powder for injection; and liquid for intravenous injection, capsule,
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tablet, and ointment. The company provides Etimicin Sulfate for the treatment of various inflammations, including
respiratory infection, such as acute bronchitis, acute onset of chronic bronchitis, and pulmonary infections; kidney
and urinogenital infection comprising acute pyelonephritis or acute onset of chronic cystitis; soft skin tissue
infection; and trauma and operations. Its products under development include Apoptotic Factor (Rh-Apo2l), a
cancer therapeutic, which is in Phase Il clinical trials; Vasostatin — Apo2L, a cancer drug that is under preclinical
research; Prodigiosin, a naturally occurring red pigment, which is in pre-clinical trials for the treatment of pancreatic
cancer; Anti-CD86 Monoclonal Antibody that is under preclinical research to inhibit T-cells from harming healthy
tissue; and Anti-CTLA-4 monoclonal antibody to inhibit tumor growth. The company was founded in 1999 and is
headquartered in Hangzhou, the People’s Republic of China.

« Benda Pharmaceutical, Inc. identifies, discovers, develops, and manufactures conventional medications and
traditional Chinese medicines for the treatment of common ailments and diseases. Its medicines are used for the
treatment of common cold, diabetes, and cancer. The company’s products include Jixuening injection vial, a
haemostatic that stops bleeding; Xujing injection vial, a haemostatic; Nokeqing injection vial, Suzheng-B injection
vial, Vitamin B6 injection vial, Inosine injection vial medicines used in the treatment of hepatitis; Yidingshu injection
vial to treat lack of Riboflavin; Shusai-A injection vial, an anti-inflammatory analgesic; Ribavirin injection vial, and
Asarin API (1), which are used in the treatment of acute upper respiratory system infection; Gentamycin Sulfate
Injection vial, an antibiotic; Vitamin C injection vial used to treat deficiency of vitamin C; Ribavirin API (1), a
Ribavirin drug; Levofloxacin Mesylate API (1), an antibiotic drug; L-methionine, an amino acid for humans; and
Triazol carboxylic acid methyl ester, an anti-virus drug. It also offers bulk chemicals, which are the raw materials
used to make active pharmaceutical ingredients (APIs). In addition, the company offers APIs, which are
components of capsules, tablets, and fluids that are pharmaceutically active. Additionally, it provides conventional
medicines, such as injection solutions/vials used for various treatments, including hepatitis; and traditional Chinese
medicines, as well as focuses on the development, manufacture, and commercialization of gene therapy products.
Benda Pharmaceutical distributes its products to hospitals and pharmacies through wholesalers, agents, and
medicine representatives in the People’s Republic of China. The company was incorporated in 2005 and is
headquartered in Wuhan, the People’s Republic of China.

« China Biologic Products, Inc., a biopharmaceutical company, engages in the research, development, production,
and manufacture of plasma-based pharmaceutical products in the People’s Republic of China. It offers Human
Albumin for the treatment of shock caused by blood loss trauma or burn; raised intracranial pressure caused by
hydrocephalus or trauma; oedema or ascites caused by hepatocirrhosis and nephropathy; prevention and cure of
low-density-lipoproteinemia; and Neonatal hyperbilirubinemia. The company also provides Human Hepatitis B
Immunoglobulin for the prevention of measles and contagious hepatitis; Human Immunoglobulin, Human
Immunoglobulin for Intravenous Injection, and Human Immunoglobulin for original immunoglobulin deficiency,
secondary immunoglobulin deficiency, and auto-immune deficiency diseases; and Thymopolypeptides Injection as
a cure for various original and secondary T-cell deficiency syndromes, auto-immune deficiency diseases and
various cell immunity deficiency diseases, and assists in the treatment for tumors. In addition, it offers Human
Rabies Immunoglobulin for passive immunity from bites or claws by rabies, or other infected animals; and Human
Tetanus Immunoglobulin for the prevention and therapy of tetanus. The company’s products under development
include Human Albumin-12.5g/vial, Human Hepatitis B Immunoglobulin (PH4) for Intravenous Injection, Human
Prothrombin Complex Concentrate, Human Coagulation Factor VIII, and Human Fibrinogen. China Biologic
Products, Inc. sells its products to hospitals and inoculation centers through distributors. The company was
founded in 1971 and is based in Taian City, the People’s Republic of China.

* China Pharma Holdings, Inc., through its subsidiary, Hainan Helpson Medicine and Bio-Technology Co., Ltd.,
engages in the manufacture, marketing, and sale of pharmaceuticals in the People’s Republic of China. The
company offers various products, including Naprooxen Sodium and Pseudophedrine Hydrochloride sustained
release tablets that are anti-flu medicines for the temporarily relief of cold, sinus, and flu symptoms; Bumetnide, a
diuretics drag for the treatment of
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various edema diseases; Gastrodin Injection that is used for neurasthenia, neurasthenia syndrome, headache,
vertigo, and traumatic; Hepatocyte Growth-promoting Factor for Injection that is used to assist and treat various
heavy-duty virus hepatitis; and Propylgallate, which is used for preventing and treating cerebral thrombosis,
coronary heart disease, and complication after the surgery-thrombus deep phlebitis. Its products also include
Ozagrel Sodium that is used to treat acute cerebral infarction and kinesipathy accompanied by cerebral infarction;
Alginic Sodium Diester Injection, which is used in ischemic heart and cerebrovascular diseases; Cerebroprotein
Hydroloysate Injection that is for the improvement of the symptom of sequela of craniocerebral traumatism and
cerebrovascular diseases; Buflomedil Hydrochloride for the treatment of peripheral blood vessel diseases; and
Clarthromycin Granules and Clarthromycin Capsules, which are macrolide antibiotic drugs for the treatment of
nasopharynx infection, lower respiratory tract infection, and skin tissue infection. In addition, the company offers
Cefalexin Capsules for acute tonsillitis; and recombined human fibroblast growth factor that is used as a raw
material for cosmetics. The company is based in Haikou, the People’s Republic of China.

« China Sky One Medical, Inc., through its subsidiaries, engages in the development, manufacture, marketing, and
sale of over-the-counter nutritional supplements and herb based pharmaceutical and medicinal products primarily in
the People’s Republic of China. It offers cosmetics, medical devices, and external use medicinal or pharmaceutical
external use products in various forms, including sprays, ointments and creams, powders, and patches. The
company'’s products include sumei slim patch to foster weight loss and prevent weight gain; pain killer patch used
for the treatment of various ailments, including fever, headache, dysentery, diarrhea, and stiffness and pain in the
neck caused by hypertension; anti-hypertension patch that improves circulation and reduces blood pressure;
dysmenorrheal patch for pain relief from dysmenorrheal in a woman'’s critical days, and for regulating pain and
catamenia; yin ke psoriasis spray; wart removing spray; chilblain ointment; hemorrhoids ointment for sterilizing and
relieving hemorrhoid symptoms, including itching, distending pain, burning, and bleeding; tinea pedis spray,
ointment and powder for killing various pathogens on the skin surface and subcutaneously, such as mycete,
trichopytic, staphylococcal bacteria aureus, bacillus coli, and candida albicans; dermatitis spray; dandruff treatment
herbal shampoo; and runze eye drop. It also offers cardiac arrest early examination kit and kidney disease testing
kit, as well as various products made from Chinese herbs and plants, including a leukoderma ointment, rheumatism
spray, Coryza powder, Hircus removing spray, gonorrheal cleaning spray, a snoring retardant, deodorants, diet tea,
cough arresting patch, and pharyngitis spray. In addition, the company engages in the sale of medicinal and
pharmaceutical products manufactured by others. It sells products through pharmaceutical chains. The company
was founded in 1994 and is headquartered in Harbin, the People’s Republic of China.

« China-Biotics, Inc. engages in the research, development, production, marketing, and distribution of probiotics
products in the People’s Republic of China. The company’s products contain live microbial food supplements,
which affect the host by improving its intestinal microbial balance. Its flagship product is Shining Essence for
balancing the microecology of the digestive system, enhancing intestinal health, and protecting and strengthening
liver function. The company’s products also include Shining Signal that is focused on reducing high blood pressure,
high blood sugar level, and hyperlipidemia; Shining Golden Shield for enhancing the body’s immune system; and
Shining Energy aiming at promoting the development of brain cells and enhancing alertness and energy. In
addition, China-Biotics offers Shining Beauty Essence focused on increasing bone mineral density of elderly people
and reducing negative health effects associated with the aging process; Shining Companion Bifidus Factor Granule
aimed at enhancing the growth of bifidus in the human body and enhancing intestinal health; Shining Stomach
Protection Capsules focused on protecting stomach walls and enhancing the digestive system; Shining Sicanel
Capsules aimed at reducing hyperlipidemia, or excess levels of fats in the blood; and Shining Golden Shield
focused on enhancing the body’s immune system. The company distributes its products under the “Shining’ brand
through networks to supermarkets, hypermarkets, and drug stores. As of March 31, 2008, it had 60 Shining
branded stores in Shanghai and other cities in China. The company was founded in 1999 and is based in Pudong,
the People’s Republic of China.
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* Huifeng Bio-pharmaceutical Technology, Inc., through its subsidiaries, engages in the production and sale of
plant extracts, biochemical products, and pharmaceutical raw products in the People’s Republic of China and
internationally. The company, through its Rutin-refining technology, produces various Rutin and Rutin-related
products, including pharmaceutical intermediates, pharmaceutical materials, and plant extracts. Its pharmaceutical
intermediates include NF11 Rutin, DAB8_DAB9_DAB10_DAB11 Rutin, Troxerutin, and Quercetin and L-
Rhamnone; and plant extracts comprise hesperidin, naringin, epimedium extract, matrine, puerorin, and siybun
marianum P.E. The company’s pharmaceutical materials include Venoruton, Rutin, Berberine Hydrochloride, and
Matrine. Its pharmaceutical materials also include Diosmin, which is used for treatment of acute or chronic
hemorrhoids and chronic insufficiency of vein; and L-Rhamnose, which is used in the industrial production and
scientific research, such as intermediate synthetic perfumes and heart-strength medicines made from organic
matters. Huifeng Bio-pharmaceutical primarily markets its products directly to pharmaceutical companies and food
manufacturers. The company is based in Xi An, the People’s Republic of China.

* Shengtai Pharmaceutical, Inc., through its subsidiary, Weifang Shengtai Pharmaceutical Co., Ltd., engages in the
manufacture and supply of pharmaceutical grade glucose for medical purposes in the People’s Republic of China
and internationally. The company’s pharmaceutical and medicinal grade products include dextrose monohydrate
transfusion, dextrose anhydrous, dextrin, and pharmaceutical grade cornstarch. It also produces raw materials for
the food and beverage, and processing industries, such as industrial glucose, dextrose monohydrate oral, food and
beverage grade cornstarch, fibers, corn embryo, protein powders, and phytin. The company’s principal customers
include healthcare institutions, medical supply companies, physician offices, pharmaceutical companies, medical
supply exporters, and food and beverage companies. Shengtai Pharmaceutical, Inc. was founded in 1999 and is
based in Shandong, the People’s Republic of China.

Analysis. For the nine (9) companies deemed comparable, vFinance collected a number of operating data points and
compared said data points to their Enterprise Value (EV), which is simply each company’s market capitalization adjusted
for cash and debt. The intent is to derive a set of market-based valuation multiples (the “Valuation Multiples”) based off a
large enough grouping of comparable companies so as to assign value to Erye based on its operating statistics. When
there is little to no difference between the mean or average of the sample set and the median of the sample set, (two
primary measurements of central tendency used) one can assume normalcy and continuity amongst the observations. As
a rule, the mean, which is a simple summation of all the observations in a sample set divided by the number of
observations, is in general more susceptible to what one would call “outliers” or observations that are at extreme ends of
the sample range. The result of said outliers tends to overly skew reported statistics. Conversely, the median is simply
expressed as the midpoint of a sample set, and is not generally affected by extreme results as it simply looks for a point
where there are as many observations above and below said point. As an example, Enterprise Value to Revenue (EV/Total
Rev) had resulting multiples from the two central tendency methodologies of 1.16x and 1.08x, respectively. The overall
range showed multiples as low as 0.54x to as high as 1.95x trailing twelve month revenues. Enterprise Value to Trailing
Twelve Month Earnings Before Interest, Taxes, Depreciation and Amortization (EV/TTM EBITDA) also resulted in a
relatively small variance between the two measurements indicating a good sample set with normalcy and continuity
amongst the observations, Overall, vFianance indicated it was satisfied with its sample set, which took into consideration
a number of the publicly traded China-based pharmaceutical and nutraceutical manufacturers and whose results fell within
a narrow band of central tendency results. The chart below sets forth the operating results and statistics for each individual
company used in the Comparable Public Company Trading Multiple Analysis:
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Comparable Public Company Operating Multiples — ERYE
(Amounts are in millions of US Dollars)

China-based Pharmaceutical and Nutraceutical Manufacturers

Company Name Market Enterprise TT™ TT™ TT™ Net Tangible
Cap Value Total EBITDA EBIT Income Book Value
Rev

3SBio Inc. (NasdagGS:SSRX) $1456 $ 468 $ 335 $ 89 $82 $86 $ 6.1

AiIDA Pharmaceuticals, Inc. 4.1 45.1 40.5 9.5 7.0 -2.2 -0.4
(OTCPK:AIDA)

Benda Pharmaceutical, Inc 1.6 28.6 304 6.3 3.7 -4.8 0.1
(OTCBB:BPMA)

China Biologic Products, Inc. 52.5 43.6 40.5 18.2 17.0 9.4 1.6
(OTCBB:CBPO)

China Pharma Holdings Inc. 55.4 50.9 51.0 204 19.7 17.8 15
(OTCBB:CPHI)

China Sky One Medical, Inc. 187.5 136.5 78.6 32.3 31.7 26.0 5.0
(NasdagGM:CSKI)

China-Biotics, Inc. 145.2 100.7 51.7 21.2 19.5 214 3.4
(NasdagGM:CHBT)

Huifeng Bio-Pharmaceutical 4.1 5.6 10.5 2.9 24 1.7 0.5

Technology, Inc.
(OTCBB:HFGB)

Shengtai Pharmaceutical Inc. 19.4 54.9 79.5 10.5 6.5 5.2 2.3
(OTCBB:SGTI)

High 187.5 136.5 79.5 323 317 26.0 6.1

Low 1.6 5.6 10.5 2.9 2.4 -4.8 -0.4

Mean 68.4 57.0 46.2 14.5 12.9 9.2 2.2

Median 52.5 46.8 40.5 10.5 8.2 8.6 1.6

(1) Data source provided by CaplQ, Edgar Filings and Reuters as of March 31, 2009.

(2) Enterprise Value (EV) is calculated by adding all outstanding debt and subtracting cash and cash equivalents from
Market Cap.

(3) Trailing Twelve Months (TTM) provides operating performance for the last four (4) reported quarters by each
Comparable Company. Metrics will reflect a TTM period ending September 30, 2008 and some reflect TTM period
ending December 31, 2008.
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The chart below sets forth a detailed look at the derivation of the Valuation Multiples from vFinance’s Erye sample set:

Comparable Public Company Trading Multiple Analysis — ERYE
(Amounts are in millions of US Dollars)

China-based Pharmaceutical and Nutraceutical Manufacturers

Company Name Market Enterprise EVITTM EVITTM  EV/ Price/ Market
Cap Value Total EBITDA TTM EpPs@ CaplTangible
Rev EBIT Book Value

3SBio Inc. (NasdagGS:SSRX) $1456 $ 46.8 1.40x 53x 5.7x 17.1x 1.1x

AiDA Pharmaceuticals, Inc. $ 41 $ 451 1.11x 47x  6.4x NM NM
(OTCPK:AIDA)

Benda Pharmaceutical, Inc $ 16 $ 286 0.94x 4.5x  7.7x NM 0.1x
(OTCBB:BPMA)

China Biologic Products, Inc. $ 525 $ 436 1.08x 2.4x  2.6x 5.8x 1.6x
(OTCBB:CBPO)

China Pharma Holdings Inc. $554 $ 509 1.00x 2.5x  2.6x 3.0x 0.9x
(OTCBB:CPHI)

China Sky One Medical, Inc. $187.5 $ 136.5 1.74x 42x  4.3x 7.0x 2.3x
(NasdagGM:CSKIl)

China-Biotics, Inc. $145.2 $ 100.7 1.95x 4.8x 52x 10.2x 2.5x
(NasdagGM:CHBT)

Huifeng Bio-Pharmaceutical $ 41 $ 56 0.54x 2.0x  2.4x 2.6x 0.4x
Technology, Inc.
(OTCBB:HFGB)

Shengtai Pharmaceutical Inc. $ 194 $ 549 0.69x 5.2x  8.4x 3.8x 0.4x
(OTCBB:SGTI)

High 1.95x 5.3x 8.4x 17.1x 2.5x

Low 0.54x 2.0x 2.4x 2.6x 0.1x

Mean 1.16x 4.0x  5.0x 7.1x 1.2x

Median 1.08x 4.5x 5.2x 5.8x 1.0x

(1) Data source provided by CaplQ, Edgar Filings and Reuters as of March 31, 2009.

(2) Enterprise Value (EV) is calculated by adding all outstanding debt and subtracting cash and cash equivalents from
Market Cap.

(3) Trailing Twelve Months (TTM) provides operating performance for the last four (4) reported quarters by each
Comparable Company. Metrics will reflect a TTM period ending September 30, 2008 and some reflect TTM period
ending December 31, 2008.

(4) Price (P) to Earnings Per Share (EPS) calculated on equity basis adjusted for one time extraordinary charges or gains.

As illustrated in the chart above, the set resulted in a range of 0.54x to 1.95x Enterprise Value to Trailing Twelve Month
(TTM) Revenue (EV/TTM Total Rev), with a mean of 1.16x and median of 1.08x. The range for Enterprise Value to TTM
EBITDA (EV/TTM EBITDA) multiples was a low of 2.0x to a high of 5.3x, with a mean of 4.0x and a median of 4.5x. The
range for Enterprise Value to TTM EBIT (EV/TTM EBIT) multiples was a low of 2.4x to a high of 8.4x, with a mean of 5.0x
and a median of 5.2x. The Price to Earnings Per Share (Price/EPS) multiples showed a low of 2.6x to a high of 17.1x, with
a mean of 7.1x and a median of 5.8x. The Market Cap to Tangible Book Value (Market Cap/ Tangible Book Value) showed
a low of 0.10x to a high of 2.5x with a mean of 1.2x and a median of 1.0x.
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Having derived these multiples from its sample set, vFiance then multiplied each corresponding multiple to each of the
five (5) different operating statistics for Erye including 2008 Estimated Revenue, EBITDA, EBIT, Earnings and
Shareholders Equity, thus yielding an Enterprise Value range, as set forth in the chart below:

Valuation — Comparable Public Company Trading Multiple Analysis — ERYE
(Amounts are in thousands of US Dollars)

Valuation of Suzhou Erye Pharmaceuticals Ltd. Based on Comparable China-based Pharmaceutical and
Nutraceutical Manufacturers

Operating Valuation Enterprise Cash Debt Equity Value of
Data Multiples?  Value Value(@ NeoStem,
Inc.
Ownership®)
2008 E Revenue $49,341.1 1.08x $53,114.6 $4,683.8 $ 8,526.2 $49,272.2 $ 25,128.8
2008 E EBITDA 10,275.4 45x 46,517.9 4,683.8 8,526.2 42,6755 21,764.5
2008 E EBIT 10,082.0 5.2x 52,053.0 4,683.8 8,526.2 48,210.6 24,587.4
2008 E Net Earnings 5,275.3 5.8x 30,477.3 4,683.8 8,526.2 26,634.9 13,583.8
2008 E Shareholders 20,395.5 1.0x 24,0945 4,683.8 8,526.2 20,252.1 10,328.6
Equity(4)
Average of Suzhou Erye Pharmaceuticals Ltd. Enterprise Value $41,251.5
Average of Suzhou Erye Pharmaceuticals Ltd. Equity Value $37,409.1
Average of Value of NeoStem, Inc. Ownership $19,078.6
Anticipated NeoStem, Inc. Percentage of Ownership 51.0%

(1) Valuation Multiples represent the median observation of the sample set.

(2) Equity Value is calculated by adding cash and subtracting debt from the Enterprise Value (Operating Data multiplied by
Valuation Multiples).

(3) Value of NeoStem, Inc. Ownership is based on a proposed 51.0% ownership of Suzhou Erye Pharmaceuticals Ltd.

(4) 2008 E Shareholder’s Equity reflects expected Shareholder’s Equity as of December 31, 2008 and is calculated by
adding Q4 2008 Net Income projections provided by NeoStem, Inc. to Suzhou Erye Pharmaceuticals Ltd.'s September
30, 2008 Shareholder’s Equity value also provided by NeoStem, Inc.

(5) The financial estimates assume a Chinese Yuan to $US Conversation Rate of 6.85 CNY to the US dollar.

(6) Financial estimates were provided by NeoStem, Inc. and have not been independently verified. Cash and Debt based
on Proforma Financials for period ending September 30, 2008 provided by NeoStem, Inc. and were not independently
verified.

(7) 2008 E Revenue, EBITDA, EBIT and Net Earnings reflect estimated financial results for the year ending December 31,
2008.

It should be noted that all financial projections utilized in vFinance’s analyses were based off of projections provided by
the management of NeoStem and were not independently verified or vetted by vFinance. Each of the calculated Enterprise
Values then needed to be adjusted by adding any cash and subtracting any debt on the target’s balance sheet in order to
derive the Equity Value parameter. In the case of Erye, NeoStem would be acquiring a company with some $4.6 million in
cash and some $8.5 million in debt. The cash and debt utilized are from the Proforma Financials for the period ending
September 30, 2008 was provided by NeoStem and was not independently verified by vFinance. The resulting range of
Equity Values for Erye was $20.2 million to $49.2 million. Furthermore, the corresponding Value of NeoStem, Inc.
Ownership based on the proposed 51.0% that NeoStem is expected to own of Erye ranged between $10.3 million and
$25.1 million.

Comparable M&A Transactions Multiple Analysis

As part of vFinance’s analytical process of deriving the values of Erye, vFinance examined multiples associated with
merger and acquisition activity in the Chinese pharmaceutical and nutraceutical industry. While all valuation
methodologies were factored into the analysis in arriving at the fairness of the consideration, vFinance has indicated that
they tend to favor transaction-oriented multiples as they are indicative of the true value in an arm’s length transaction, with
neither the buyer nor seller being under any specific compulsion to act. For this analysis, vFinance examined comparable
M&A transactions involving China-based
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pharmaceutical and nutraceutical companies deemed to be comparable to Erye based on the same parameters as
discussed in the prior section. The Criteria for the selection of transactions included those transactions that were
announced or closed within a two (2) year time frame from the date of the Opinion and involved target companies that
were primarily based in the PRC that were either classified as a pharmaceutical or nutraceutical company and had
revenues below $90 million.

The data was relatively sparse, with only ten (10) transactions meeting vFinance’s criteria. Much like the Comparable
Public Company Trading Multiple Analysis, the sample set generated the desired continuity and low variance discussed
earlier. Unfortunately, as is the case with private M&A activity, not all relevant operating data of the company being
acquired are made available to the public, resulting in limited data for the sample set. As a result, the central tendency
statistics are based on a small universe of observable results in regards to Enterprise Value to EBITDA and EBIT, with
each having two (2) or less observations. With regards to Enterprise Value to Revenue, vFinance did have the full ten (10)
observations and see normalcy within our two central tendency measurements. Equity Value to Book also fairly
represented and had five (5) available observations. As such, for the purposes of this analysis, vFinance is taking into
account Valuation Multiples based on Revenue and Book Value, a proxy for Shareholder’s Equity. The chart below sets
forth the operating statistics and other data relevant to the transactions that vFinance considered in the Comparable M&A
Transactions Multiple Analysis:

Comparable M&A Transaction Operating Statistics — ERYE
(Amounts are in millions of US Dollars)

Acquirer Target Transaction Consideration Consideration Value of: Trailing Twelve Month
Date Paid Structure Equity Enterprise Revenue EBITDA Net

Income

Chia Tai Wing Fuk Limited Jul-08 $ 5.6 Cash $109% 109 $ 745 — $ 039

Qingdao Haier
Pharmaceutical Co., Ltd.
GNI Ltd. (TSE:2160) May-08 $ 8.3 Cash $ 838% 8.3 $ 19.23 — $ 0.02
Shanghai Hengshan
Pharmaceuticals, Inc.

China Grand Pharmaceutical and Apr-08 $ 25.7 Debt; Hybrid $36.2% 362 $ 5415 — $ 274
Healthcare Holdings Ltd. Security
(SEHK:512)

Wuhan Grand Pharmaceutical
Group Co., Ltd.

Trustbridge Partners Apr-08 $ 60.3 Cash $648.9 $ 526.2 $209.85 — $ 49.40
Simcere Pharmaceutical Group.
(NYSE:SCR)

Harbin Tian Di Ren Medical Feb-08 $ 8.2 Cash; Common $ 82 $ 81 % 202% 080 $ (1.51)
Science and Technology Equity
Company

Heilongjiang Tianlong
Pharmaceutical Company Ltd.

Hainan Sihuan Oct-07 $ 6.4 Cash $ 64 9% 8.0 $ 6.80 —$ 041
Pharmaceutical Co., Ltd.
Shenzhen Sihuan
Pharmaceutical Co., Ltd

Zhuhai Zhongzhu Co. Ltd. Jul-07 $ 46.0 Cash $153.3 $ 205.4 $228.86 $ 0.66 $ (10.35)
Hubei Qianjiang Pharmaceutical
Co., Ltd. (SHSE:600568)

Legend Holdings, Ltd. Jun-07 $ 114.1 Cash $114.1 $ 114.1 $786.78 — —
Shijiazhuang Pharmaceutical
Group Co., Ltd.

Sino Biopharmaceutical Ltd. May-07 $ 13 Cash $ 34% 34 $ 6.80 — $ 049
(SEHK:1177)
JiangSu QingJiang
Pharmaceutical Co., Ltd.

Lijun International Pharmaceutical Mar-07 $ 65.3 Combinations $ 653% 653 $ 41.19 — $ 903
(Holding) Co Ltd. (SEHK:2005)
Shijiazhuang No.4
Pharmaceutical Co., Ltd.

Maximum $786.78 $ 0.80 $ 49.40
Minimum $ 202 $ 0.66 $(10.35)
Average $136.31 $ 0.73 $ 5.62
Median $ 3021 $ 073 $ 0.41

Source: Capital 1Q

Note: Data Reflects Transactions Announced, Effective And Closed Within The Past 24 Month Time Frame.
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The chart below sets forth a detailed look at the derivation of the Valuation Multiples from the Erye sample set. As
noted below, the set resulted in a range of 0.15x to 4.04x Enterprise Value/TTM Revenue, with a mean of 1.34x and a
median of 1.04x. The Equity Value to Book Value ranged between 1.2x to a high of 3.2x with a mean of 1.9x and a median
of 1.6x:

Comparable M&A Transaction Multiple Analysis — ERYE
(Amounts are in millions of US Dollars)

Acquirer Target Transaction Consideration Consideration Value of: Enterprise Value/TTM Equity
Date Paid Structure Equity Enterprise Revenue EBITDA EBIT Value/Book
Chia Tai Wing Fuk Jul-08 $ 5.6 Cash $ 109 % 109 1.47x n.a. n.a. 1.6
Limited

Qingdao Haier
Pharmaceutical Co.,
Ltd.
GNI Ltd. (TSE:2160) May-08 $ 8.3 Cash $ 838% 8.3  0.43x n.a. n.a. 1.2
Shanghai Hengshan
Pharmaceuticals, Inc.
China Grand Apr-08 $ 25.7 Debt; Hybrid $ 36.2% 362 0.67x n.a. n.a. n.a.
Pharmaceutical and Security
Healthcare Holdings
Ltd. (SEHK:512)
Wuhan Grand
Pharmaceutical
Group Co., Ltd.
Trustbridge Partners
Simcere Apr-08 $ 60.3 Cash $648.9 $ 526.2  2.51x na. 11.92x 2.2
Pharmaceutical
Group.
(NYSE:SCR)
Harbin Tian Di Ren
Medical Science and

Technology Company
Heilongjiang Tianlong Feb-08 $ 8.2 Cash; Common $ 82 % 8.1 4.04x  10.24x  24.69x 1.4
Pharmaceutical Equity

Company Ltd.
Hainan Sihuan
Pharmaceutical Co.,
Ltd.
Shenzhen Sihuan Oct-07 $ 6.4 Cash $ 6493 8.0  1.18x n.a. n.a. n.a.
Pharmaceutical
Co., Ltd
Zhuhai Zhongzhu Co.
Ltd.
Hubei Qianjiang Jul-07 $ 46.0 Cash $153.3 $ 2054  0.90x n.a. n.a. 3.2
Pharmaceutical
Co., Ltd.
(SHSE:600568)
Legend Holdings, Ltd.
Shijiazhuang Jun-07 $ 114.1 Cash $114.1 $ 1141  0.15x n.a. n.a. n.a.
Pharmaceutical
Group Co., Ltd.
Sino Biopharmaceutical
Ltd. (SEHK:1177)
JiangSu QingJiang May-07 $ 13 Cash $ 34% 34  0.51x n.a. n.a. n.a.
Pharmaceutical
Co., Ltd.
Lijun International
Pharmaceutical
(Holding) Co. Ltd.
(SEHK:2005)

Shijiazhuang No.4 Mar-07 $ 65.3 Combinations $ 653 $ 65.3 1.6x n.a. n.a. n.a.
Pharmaceutical
Co., Ltd.
Maximum 4.04x 10.2x  24.7x 3.2x
Minimum 0.15x 10.2x  11.9x 1.2x
Average 1.34x 10.2x 18.3x 1.9x
Median 1.04x 10.2x  18.3x 1.6x

Source: Capital IQ

Note: Data Reflects Transactions Announced, Effective And Closed Within The Past 24 Month Time Frame.
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Having derived these multiples from the sample set, vFinance then utilized them as illustrated below and multiplied
each corresponding multiple to each of two (2) different operating statistics for Erye including 2008 Estimated Revenue
and Shareholders Equity, thus yielding an Enterprise Value range. As previously discussed, vFinance adjusted the
resulting Enterprise Value with the acquired cash and debt. The resulting range of Equity Values for Erye was $31.6 million
to $47.4 million. Furthermore, the corresponding Value of NeoStem, Inc. Ownership (based on the proposed 51.0% that
NeoStem is expected to own of Erye) ranged between $16.1 million and $24.2 million. This valuation process is illustrated
below:

Valuation — Comparable M&A Transaction Multiple Analysis — ERYE
(Amounts are in thousands of US Dollars)

Valuation of Suzhou Erye Pharmaceuticals Ltd. Based on Comparable China-based Pharmaceutical and
Nutraceutical Manufacturers

Operating Valuation Enterprise Cash Debt Equity Value of
Data Multiples® Value Value( NetI)Stem,
nc.
Ownership®)
2008 E Revenue $49,341.1 1.04x $51,2654 $4,683.8 $ 8,526.2 $47,423.0 $ 24,185.7
2008 E 20,395.5 1.6x 35,455.4 4,683.8 8,526.2  31,613.0 16,122.6
Shareholder's
Equity(4)
Average of China Stem Cell Ltd Medical Holding Enterprise Value $43,360.4
Average of China Stem Cell Medical Holding Ltd. Equity Value $39,518.0
Average of Value of NeoStem, Inc. Ownership $20,154.2
Anticipated NeoStems, Inc. Percentage of Ownership 51.0%

(1) Valuation Multiples represent the median observation of the sample set.

(2) Equity Value is calculated by adding cash and subtracting debt from the Enterprise Value (Operating Data multiplied by
Valuation Multiples).

(3) Value of NeoStem, Inc. Ownership is based on a proposed 51.0% ownership of Suzhou Erye Pharmaceuticals Ltd.

(4) 2008 E Shareholder’s Equity reflects expected Shareholder’s Equity as of December 31, 2008 and is calculated by
adding Q4 2008 Net Income projections provided by NeoStem, Inc. to Suzhou Erye Pharmaceuticals Ltd.'s September
30, 2008 Shareholder’s Equity value also provided by NeoStem, Inc.

(5) The financial estimates assume a Chinese Yuan to $US Conversation Rate of 6.85 CNY to the US dollar.

(6) Financial estimates were provided by NeoStem, Inc. and have not been independently verified. Cash and Debt based
on Proforma Financials for period ending September 30, 2008 provided by NeoStem, Inc. and were not independently
verified.
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Discounted Cash Flow Analysis

vFinance'’s final valuation methodology involved the use of Discounted Cash Flow Analysis to arrive at values for Erye
based on its ability to generate future cash flow. Using data furnished by NeoStem and/or its advisors, which was not
independently verified or assessed for the reasonableness of expected growth rates, profitability or the need for additional
capital expenditures, vFinance calculated a Net Present Value of the Erye business based on the ability of the business to
generate cash. vFinance evaluated these future cash flows using required returns and discount rates that mirror the
WACC (Weighted Average Cost of Capital) to NeoStem and in vFinance’s experience would be appropriate for the entity
at NeoStem'’s particular stage of its life-cycle. vFinance notes the use of the acquirer's (NeoStem’s) WACC versus that of
the target (Erye’s) as it is the acquirer who is responsible for any financing contingency and ultimately the beneficiary of
the Erye cash flows. The table below sets forth the manner by which vFinance calculated the WACC applicable to

NeoStem:

WACC ANALYSIS

Neostem, Inc. (AMEX:NBS)

ASSUMPTIONS

Tax Rate 0.0%
Risk-Free Rate of Return (Rf) @ 2.680%
Market Risk Premium (Rm — Rf) 20.0%
Size Premium 10.0%
NBS D/(D+P+E) 8.8%
NBS D/E 9.6%
NBS Cost of Debt (Rd) 15.0%
NBS Cost of Preferred (Rp) 0.0%
NBS Tax Rate 0.0%
WACC

Market Risk Premium (Rm - Rf) 20.0%
Multiplied by: NBS Levered Beta 0.385
Adjusted Market Risk Premium 7.7%
Add: Risk-Free Rate of Return (Rf) (1) 2.7%
Add: Size Premium 10.0%
Cost of Equity 20.4%
Multiplied by: NBS E/(D+P+E) 91.2%
Cost of Equity Portion 18.6%
NBS Cost of Debt (Rd) 15.0%
NBS Tax Rate 0.0%
After-Tax Cost of Debt 15.0%
Multiplied by: NBS D/(D+P+E) 8.8%
Cost of Debt Portion 1.3%
NBS Cost of Preferred (Rp) 0.0%
Multiplied by: NBS P/(D+P+E) 0.0%
Cost of Preferred Portion 0.0%
WACC 19.9%
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BETA CALCULATION

Ticker Name Levered Total Mkt. Val.  Debt/Equity Unlevered
Beta Debt Equity Beta®
STEM StemCells Inc. 0.258 11 176.4 0.6% 0.257
ASTM Aastrom Biosciences, Inc. -0.507 0.9 68.9 1.3% -
0.501
CUR Neuralstem Inc. 0.833 0.0 38.0 0.0% 0.833
BHRT Bioheart, Inc. 1.180 8.9 10.5 84.9% 0.638
BCLI Brainstorm Cell Therapeutics | 0.052 0.4 4.2 9.8% 0.047
OPXA Opexa Therapeutics, Inc. 0.840 0.2 17.1 0.9% 0.833
Average 0.443 0.351
Average Unlevered Beta for Comps 0.351
NBS D/E 9.6%
NBS Tax Rate 0.0%
NBS Levered Beta(®) 0.385

Source: Capital 1Q

(1) Interest on 10-Year US Treasury

(2) Unlevered Beta = Levered Beta/ (1 + ((D/E) * (1 - T)))
(3) Levered Beta = Unlevered Beta * (1 + ((D/E) * (1 - T)))

The results of the discounted cash flow analysis can be seen on the chart below, which shows a range of values
derived from varying discount rates. The purpose of the varying discount rates is to check the sensitivity of the analysis to
varying discount rates ranging from 19.9% to 27.4% and provide a range of expected values. The resulting Enterprise
Value ranged from $27.1 million to $50.1 million. As previously discussed, vFinance adjusted the resulting Enterprise
Value with the acquired cash and debt; the resulting range of Equity Values for Erye ranged from $23.3 million to $46.2
million. Furthermore, the corresponding value of NeoStem ownership based on the proposed 51.0% that NeoStem is
expected to own of Erye ranged between $11.8 million and $23.6 million:

Discounted Cash Flow Analysis — ERYE

2008 E 2009 E 2010 E 2011 E Perpetuity(?)
Revenues $ 49,341,051.4 $52,481,844.6 $58,380,128.4 $65,731,420.5
EBITDA 10,275,419.2 11,466,554.5 15,774,315.7 21,062,733.4
Depreciation and 193,453.9 256,896.7 411,050.3 552,224.8
Amortization
Interest 39,816.9 975,726.4 515,889.1 157,722.6
Taxes 1,091,439.1 1,279,241.4 1,855,922.0 5,088,196.5
Net Earnings 8,950,709.4 8,954,690.0 12,991,454.3 15,264,589.4
CAPEX (15,323,116.0)  (2,810,315.2)  (2,886,840.9)  (2,886,840.9)
Operating Cash Flow (6,178,952.8) 8,656,239.3 12,887,474.8 18,175,892.4 103,572,124.5
minus CAPEX
Financing and Misc. (9,615,558.3) 1,155,266.4 (2,051,514.0) (954,892.1)

Charges (Cash Only)
Free Cash Flow (FCF)  $(15,794,511.1) $ 9,811,505.7 $10,835,960.8 $17,221,000.4 $103,572,124.5
Perpetuity (%) 90,879,462.2  80,958,123.5  72,989,804.3
Enterprise Value of Suzhou  50,068,159.5 40,305,984.7 32,916,111.1 27,172,586.8
Erye Pharmaceuticals
Ltd.?
Discount Rate(®) 19.9% 22.4% 24.9% 27.4%
Net Debt Adjustmentto  $  (3,842,402)  (3,842,402.0)  (3,842,402.0)  (3,842,402.0)
Enterprise Value®
Equity Value of Suzhou 46,225,757.5 36,463,582.7 29,073,709.1 23,330,184.8
Erye Pharmaceuticals
Ltd.®)
Value of NeoStem, Inc. 23,575,136.3 18,596,427.2 14,827,591.6 11,898,394.2
Ownership(a)
Anticipated NeoStem, Inc. 51.0% 51.0% 51.0% 51.0%

Percentage of
Ownership
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(1) Perpetuity calculation assumes a Compounded Annual Growth Rate (CAGR) of 2% in perpetuity.

(2) Enterprise Value derived as the Net Present Value (NPV) of the future cash flows generated by Suzhou Erye
Pharmaceuticals Ltd. discounted at the applied discount rates.

(3) Discount Rate is based on the estimated Weighted Average Cost of Capital (WACC) for NeoStem, Inc. Furthermore,
we provide a varying discount rates, which tests for sensitivity of the analysis and provides effective range of expected
values.

(4) Net Debt based on Proforma Financials for period ending September 30, 2008 provided by NeoStem, Inc. and were not
independently verified.

(5) Equity Value is calculated by adding the Net Debt Adjustment to the Enterprise Value.
(6) Value of NeoStem, Inc. Ownership is based on a proposed 51.0% ownership of Suzhou Erye Pharmaceuticals Ltd.
(7) The financial estimates assume a Chinese Yuan to $US Conversation Rate of 6.85 CNY to the US dollar.

(8) Financial estimates provided by NeoStem, Inc. for Suzhou Erye Pharmaceuticals Ltd. inclusive of CAPEX and
Financing and Misc. Charges have not been independently verified.

Summary of Valuation Analyses and Conclusion

In its opinion, vFinance summarized the results of all three (3) valuation methodologies described above and
established a range of $10.3 million to $25.1 million for the Value of NeoStem’s 51.0% ownership in Suzhou Erye
Pharmaceuticals, Ltd. The valuation analyses conducted by vFinance are set forth in summary form below:

Summary of Valuation Analyses — ERYE
(Amounts are in thousands of US Dollars)

Operating Valuation Enterprise Equity Value of
Data Multiples) Value Value(@ NeoStem, Inc.

Ownership®)

Comparable Public Company Trading Multiple Analysis

2008 E Revenue $49,341.1 1.08x $53,114.6 $49,272.2 $ 25,128.8
2008 E EBITDA $10,275.4 45x $46,517.9 $42,6755 $ 21,764.5
2008 E EBIT $10,082.0 5.2x $52,053.0 $48,2106 $ 24,587.4
2008 E Net Earnings $ 5,275.3 5.8x $30,477.3 $26,6349 $ 13,583.8
2008 E Shareholder's Equity ) $20,395.5 1.0x $24,0945 $20,252.1 $ 10,328.6
Precedent Comparable M&A Transaction Multiple Analysis

2008 E Revenue $49,341.1 1.04x $51,265.4 $47,4230 $ 24,1857
2008 E Shareholder's Equity ¥ $20,395.5 1.6x $35455.4 $31,613.0 $ 16,1226
Discounted Cash Flow Analysis

NPV Cash Flows Generated by Suzhou Erye Pharmaceuticals  $50,068.2 $46,225.8 $ 23,575.1

Ltd.
Based on Discount Rate of: 19.9%

NPV Cash Flows Generated by Suzhou Erye Pharmaceuticals  $40,306.0 $36,463.6 $ 18,596.4
Ltd.
Based on Discount Rate of: 22.4%

NPV Cash Flows Generated by Suzhou Erye Pharmaceuticals  $32,916.1 $29,073.7 $ 14,827.6
Ltd.
Based on Discount Rate of: 24.9%

NPV Cash Flows Generated by Suzhou Erye Pharmaceuticals  $27,172.6 $23,330.2 $ 11,898.4
Ltd.
Based on Discount Rate of: 27.4%

(1) Valuation Multiples represent the median observation of each sample set.

(2) Equity value is calculated by adding cash and subtracting debt from the Enterprise Value (Operating Data multiplied by
Valuation Multiples).

(3) Value of NeoStem, Inc. Ownership is based on a proposed 51.0% ownership of Suzhou Erye Pharmaceuticals Ltd.
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(4) 2008 E Shareholder's Equity calculated by adding Q4 Net Income projections provided by NeoStem, Inc. to Suzhou
Erye Pharmaceuticals Ltd.'s September 30, 2008 Shareholder's Equity value.

(5) The financial estimates assume a Chinese Yuan to $US Conversation Rate of 6.85 CNY to the US dollar.

(6) Financial estimates were provided by NeoStem, Inc. and have not been independently verified. Cash and Debt based
on Proforma Financials for period ending September 30, 2008 provided by NeoStem, Inc. and were not independently
verified.

vFinance had previously calculated the value of consideration offered in the Proposed Transaction of between $20.2
million and $23.9 million, which is within the stated range. Therefore, vFinance opined in its Fairness Opinion that the
Proposed Transaction is fair, from a financial point of view, to the non-affiliated shareholders of NeoStem.

Anticipated Accounting Treatment of the Merger

For accounting purposes, NeoStem will be the “accounting acquirer” of CBH. The Merger will be accounted for under
the “purchase” method of accounting. Under the purchase method of accounting, the assets and liabilities of CBH, as of
the completion of the Merger, will be recorded at their fair values and the excess of purchase price over the fair value of
net assets will be allocated to goodwill and any other applicable intangible assets.

Governmental Approval of the Merger

NeoStem and CBH have determined that filing of a notification under the HSR Act is not required in connection with the
Merger.

The transactions will require, among other things, the approval by the relevant PRC and other governmental
organizations of the Joint Venture Agreement and the articles of incorporation of Erye. More specifically, the Joint Venture
Agreement and the articles of incorporation of Erye will need to be approved by the Suzhou Bureau of Foreign Trade and
Economic Cooperation Foreign Investment Administration Department and all other requisite authorities, and the articles of
incorporation of Eyre will need to be filed with and the new business license of Eyre will need to be issued by, the Suzhou
Administration of Industry and Commerce or other requisite authorities. The approval and registration process will normally
take approximately one month. There is no assurance that the requisite approvals and registrations can be obtained and
completed at a timely basis, if at all, or can be obtained and completed without the Joint Venture Agreement and/or the
articles of incorporation of Erye being amended or revised materially pursuant to the requests of corresponding approval
and/or registration authorities.

There can be no assurance the governmental approvals from the relevant PRC government authorities and other
governmental organizations will be received on a timely basis or at all. The parties understand that under PRC law, they
may not be able to obtain certain approvals until after closing.
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THE AGREEMENT AND PLAN OF MERGER

The following is a summary of the material provisions of the Agreement and Plan of Merger. This summary may not
contain all of the information that is important to the stockholders of NeoStem and CBH and thus this description is
qualified in its entirety by reference to the Agreement and Plan of Merger and the Amendment No. 1 and the Amendment
No. 2 thereto, attached as Annex A hereto, which you are urged to read carefully and in its entirety.

The Merger

In general terms, the proposed Merger involves the merger of CBH with and into Subco, which is a wholly-owned
subsidiary of NeoStem, with Subco as the surviving entity, pursuant to the terms and subject to the conditions set forth in
the Agreement and Plan of Merger. The Agreement and Plan of Merger provides that at the time of the Merger, the only
material assets of CBH will be CBH's 51% ownership interest in Suzhou Erye Pharmaceuticals Company Ltd. (“Erye”), a
Sino-foreign joint venture with limited liability organized under the laws of the People’s Republic of China (the “PRC”) and
at least $550,000 cash, as more particularly described herein. Accordingly, to satisfy this condition and pursuant to a
certain trust agreement entered into on September 4, 2009 with CBH as settlor (the “Trust Agreement”), CBH transferred
all issued and outstanding stock of its subsidiary CBC, which has no meaningful operation or assets, to a trust for the
benefit of CBH's common stockholders for the purpose of winding down the operations of CBC. Pursuant to the terms of
the Trust Agreement, Stephen Globus, a director of CBH and the sole director of CBC, will serve as trustee. CBH has
already written off Keyuan, 90% owned by CBC, as CBC's only asset.

Upon consummation of the Merger, NeoStem will own 51% of the ownership interests in Erye, and EET will own the
remaining 49% ownership interest. In connection with the execution of the Agreement and Plan of Merger, Subco and EET
have negotiated a revised joint venture agreement (the “Joint Venture Agreement”), which, subject to approval by the
requisite PRC governmental authorities, will become effective and will govern the rights and obligations with respect to
their respective ownership interests in Erye. Pursuant to the terms and conditions of the Joint Venture Agreement,
dividend distributions to EET and Subco will be made in proportion to their respective ownership interests in Erye;
provided, however, that for the three-year period commencing on the first day of the first fiscal quarter after the Joint
Venture Agreement becomes effective, (i) 49% of undistributed profits (after tax) will be distributed to EET and lent back to
Erye by EET for use by Erye in connection with the construction of a new plant for Erye; (ii) 45% of the net profit (after tax)
will be provided to Erye as part of the new plant construction fund, which will be characterized as paid-in capital for
NeoStem’s 51% interest in Erye; and (iii) 6% of the net profit will be distributed to NeoStem directly for NeoStem’s
operating expenses. In the event of the sale of all of the assets of Erye or liquidation of Erye, NeoStem will be entitled to
receive the return of such additional paid-in capital before distribution of Eyre’s assets is made based upon the ownership
percentages of NeoStem and EET, and upon an initial public offering of Erye which raises at least 50,000,000 RMB (or
approximately U.S. $7,300,000), NeoStem will be entitled to receive the return of such additional paid-in capital. For a
further discussion of the Joint Venture Agreement, see the section “— The Joint Venture Agreement,” below.

Pursuant to the terms of the Merger, all of the shares of CBH Common Stock, issued and outstanding immediately
prior to the Effective Time will be converted into the right to receive, in the aggregate, 7,150,000 shares of NeoStem
Common Stock. The exchange ratio shall be equal to the quotient of 7,150,000 divided by the sum of (x) the number of
shares of CBH Common Stock outstanding at the Effective Time, and (y) the number of shares of CBH Common Stock
issuable upon exercise of in-the-money warrants of CBH immediately prior to the Effective Time, estimated at August 21,
2009 to be 0.1921665.

Subject to the cancellation of outstanding warrants to purchase shares of CBH Common Stock held by RimAsia, a
principal stockholder of NeoStem and the sole holder of shares of CBH Series B Preferred Stock, all of the shares of CBH
Series B Preferred Stock issued and outstanding immediately prior to the Effective Time will be converted into the right to
receive, in the aggregate, (i) 6,458,009 shares of NeoStem Common Stock and (ii) 8,177,512 shares of NeoStem Series C
Preferred Stock, each with a liquidation preference of $1.125 per share and initially convertible into 9,086,124 shares of
NeoStem Common Stock at an initial exercise price of $0.90. For further information regarding the NeoStem Series C
Preferred Stock, please see the description set forth in this joint proxy statement/prospectus in the section “Description of
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Securities — Preferred Stock — Series C Convertible Preferred Stock,” as well as the Certificate of Designations included
as Annex |. Three of the current directors of CBH, An Lufan, Liu Xiaohao and Chris Peng Mao, and certain of their
affiliates, will give up their personal portions of the NeoStem Common Stock to be received in the Merger (an aggregate of
approximately 1,882,432 shares) to Fullbright Finance Limited (a wholly-owned subsidiary of EET, which is the holder of
49% of the interests in Erye) to incentivize such recipients to approve and/or assist with Merger-related transactions.

At the Effective Time, NeoStem will issue 9,532 shares of NeoStem Common Stock to Stephen Globus, a director of
CBH, and 7,626 shares of NeoStem Common Stock to Chris Peng Mao, the Chief Executive Officer of CBH, in exchange
for the cancellation and the satisfaction in full of indebtedness in the aggregate principal amount of $90,000, plus any and
all accrued but unpaid interest thereon, and other obligations of CBH to Messrs. Globus and Mao. NeoStem will bear 50%
of up to $450,000 of CBH'’s expenses post-merger, and satisfaction of the liabilities of Messrs. Globus and Mao will count
toward that obligation.

For assistance in effecting the Merger, 125,000 shares of NeoStem Common Stock will be issued to EET. In addition,
an aggregate of 203,338 shares of NeoStem Common Stock will be issued to Shi Mingsheng (an officer and director of
CBH, a director of Erye and a majority stockholder of EET) and Madam Zhang Jian (an officer and director of CBH, an
officer of Erye and a significant shareholder of EET) in connection with the transactions contemplated by the Merger to
assist in obtaining the receipt of all PRC approvals.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per share adjusted such that the aggregate exercise price of
the NeoStem Class E Warrant is the same as the aggregate exercise price of the warrant in effect immediately prior to the
Effective Time, or a holder may, in accordance with the terms of such holder’s warrants, elect to receive a cash payment
for their Existing CBH Warrants equal to the Black Scholes value of the warrant on the date of such request. While the
value underlying the amount of any such cash payment would be measured as of the date of any such warrantholder’s
request, the approximate maximum aggregate amount of all such cash payments, if such requests were made as of
August 25, 2009, would be approximately $77,000. For further information regarding the NeoStem Class E Warrants,
please see the description set forth in this joint proxy statement/prospectus in the section “Description of
Securities — Warrants — Class E Warrants,” as well as the Form of NeoStem Class E Warrant included as Annex J.

The Joint Venture Agreement

In connection with the execution of the Agreement and Plan of Merger, Subco and EET have negotiated a revised joint
venture agreement (the “Joint Venture Agreement”), which, subject to approval by the requisite PRC governmental
authorities, will become effective and will govern the rights and obligations with respect to their respective ownership
interests in Erye. Pursuant to the terms and conditions of the Joint Venture Agreement, dividend distributions to EET and
NeoStem/Subco will be made in proportion to their respective ownership interests in Erye; provided, however, that for the
three-year period commencing on the first day of the first fiscal quarter after the Joint Venture Agreement becomes
effective, (i) 49% of undistributed profits (after tax) will be distributed to EET and lent back to Erye by EET for use by Erye
in connection with the construction of a new plant for Erye; (ii) 45% of the net profit (after tax) will be provided to Erye as
part of the new plant construction fund, which will be characterized as paid-in capital for NeoStem’s 51% interest in Erye;
and (iii) 6% of the net profit will be distributed to NeoStem directly for NeoStem’s operating expenses. In the event of the
sale of all of the assets of Erye or liquidation of Erye, NeoStem will be entitled to receive the return of such additional paid-
in capital before distribution of Eyre’s assets is made based upon the ownership percentages of NeoStem/Subco and EET,
and upon an initial public offering of Erye which raises at least 50,000,000 RMB (or approximately U.S. $7,300,000),
NeoStem will be entitled to receive the return of such additional paid-in capital. The Joint Venture Agreement also gives
each party the right of first refusal in the event the other party to the Joint Venture Agreement intends to transfer its equity
interests in the Joint Venture Company to a third party.
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The Joint Venture Agreement further provides that the Board of Directors of the Joint Venture Company shall consist of
five (5) directors. Erye shall have the right to designate two (2) of the directors. NeoStem or Subco shall have the right to
designate three (3) of the directors, provided however that one of such directors designated by NeoStem or Subco shall be
the NeoStem board member, who had been designated by Erye to serve on the NeoStem Board of Directors, which initially
shall be Shi Mingsheng, and shall represent the interests of NeoStem consistent with his fiduciary duties as a director of
NeoStem. Further, certain significant corporate events require unanimous approval or approval of 75% of the Board of
Directors pursuant to the terms of the Joint Venture Agreement. Erye shall also have the right to designate or recommend
the Chairman and Chief Financial Officer of the Joint Venture Company.

Date of Closing; Record Date

The Agreement and Plan of Merger provides that the Merger will close no later than the third business day following
the satisfaction or waiver of each of the conditions to the Merger, including the approval and adoption of the Agreement
and Plan of Merger by the stockholders of CBH and the approval of the issuance of NeoStem securities in connection with
the Merger by the stockholders of NeoStem. Each of the NeoStem Board of Directors and the CBH Board of Directors has
fixed the close of business on August 31, 2009 as the record date for the determination of stockholders entitled to notice of
and to vote at each company'’s respective special meeting, and at any adjournment or postponement thereof.

Management of NeoStem Following the Merger

Pursuant to the Agreement and Plan of Merger, NeoStem’s Board of Directors will be increased from five directors to
seven directors. Eric Wei will be added to the Board of Directors of NeoStem immediately after the Effective Time, and Shi
Mingsheng will be added to the Board of Directors immediately after the Effective Time (or the receipt of all PRC approvals
if later following the Effective Time). Three of the four directors elected at NeoStem’s annual meeting held in May 2009
(Robin L. Smith, Richard Berman and Steven S. Myers) as well as the director appointed by the NeoStem Board of
Directors on June 9, 2009 (Drew Bernstein) will continue to serve. Edward C. Geehr has also been appointed to replace
Joseph Zuckerman, who has resigned as of the Effective Time. Therefore, the NeoStem Board of Directors will consist of
the following seven members promptly following the consummation of the Merger and the receipt of all PRC approvals:
Robin L. Smith (Chairman), current Chairman of the Board and Chief Executive Officer of NeoStem; Eric Wei, the
managing partner of RimAsia; Shi Mingsheng, a Director of and the Chief Operating Officer of CBH, the Chairman of the
Board of Directors of Erye, and a holder of approximately two-thirds of EET (which is the holder of a 49% interest in Erye
and a 100% interest in Fullbright Finance Limited, a greater than 5% beneficial owner of NeoStem); and Richard Berman,
Drew Bernstein, Steven S. Myers and Edward C. Geehr (the latter four are independent directors, as defined under the
NYSE Amex listing standards). In the event that NeoStem Proposal No. 8 attains stockholder approval at the NeoStem
Special Meeting and the NeoStem Board of Directors determines to file the Board Classification Amendment (as defined
therein) with the Secretary of State of the State of Delaware, NeoStem’s Board of Directors would be divided into three
separate classes of directors, as nearly equal in number as possible, with each respective class to serve a three-year
term. The classes would be elected on a rotating or staggered basis, with each class being elected at the annual
stockholder meeting coinciding with the expiration of that class’s term. For details regarding the proposed classification of
NeoStem'’s Board, see NeoStem Proposal No. 8 of this joint proxy statement/prospectus.

NeoStem believes, as its business moves into China, that it would also be desirable to have one or more independent
directors who reside in the PRC and have relevant experience. The Nominating Committee of NeoStem'’s Board of
Directors intends to continue its search for such potential director candidates.

Conversion of Securities; Exchange Ratio

As soon as practical after the effectiveness of the Merger, each holder of CBH Common Stock shall be entitled to
receive for each share of CBH Common Stock held by such CBH stockholder, a fraction of a share of NeoStem Common
Stock equal to the exchange ratio (as defined herein). The “exchange ratio”shall be equal to the quotient of 7,150,000
divided by the sum of (x) the number of shares of CBH Common Stock outstanding at the Effective Time, and (y) the
number of shares of CBH Common Stock issuable upon exercise of in-the-money warrants of CBH immediately prior to the
Effective Time. Each holder of CBH Common
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Stock shall receive, for each share of CBH Common Stock held by such holder, 0.1921665 shares, based upon the
exchange ratio as estimated at August 21, 2009.

Warrants to purchase shares of CBH Common Stock (other than warrants held by RimAsia) (“Existing CBH Warrants”)
shall be replaced with new warrants (each a “NeoStem Class E Warrant”) substantially in the form of such holder’s existing
warrant evidencing the right to purchase 0.1921665 shares of NeoStem Common Stock times the number of shares
covered by the Existing CBH Warrant, with the exercise price per share adjusted such that the aggregate exercise price of
the NeoStem Class E Warrant is the same as the aggregate exercise price of the warrant in effect immediately prior to the
Effective Time, or a holder may, in accordance with the terms of such holder's warrants, elect to receive a cash payment
for their Existing CBH Warrants equal to the Black Scholes value of the warrant on the date of such request.

The NeoStem Common Stock that holders of CBH Common Stock will receive as a result of the Merger is traded and
quoted on the NYSE Amex under the market symbol “NBS.”

Exchange of Certificates

Promptly following the Effective Time, NeoStem shall deposit with Continental Stock Transfer & Trust Company or such
other exchange agent as may be designated by NeoStem (the “Exchange Agent”), for the benefit of CBH Stockholders, for
distribution certificates representing 7,150,000 shares of NeoStem Common Stock for distribution to holders of outstanding
shares of CBH Common Stock. As soon as practicable after the Effective Time, CBH shall instruct the Exchange Agent to
mail to each holder of record of a certificate or certificates which immediately prior to the Effective Time represented
outstanding shares of CBH Common Stock, a certificate or certificates for the shares of NeoStem Common Stock to which
such holder is entitled.

After the completion of the Merger, each certificate evidencing CBH Common Stock, until so surrendered and
exchanged, will be deemed, for all purposes, to evidence only the right to receive the shares of NeoStem Common Stock
which the holder of such certificate is entitled to receive. The holder of such unexchanged certificate will not be entitled to
receive any dividends or other distributions payable by the combined company until the certificate has been exchanged.
Subject to applicable laws, such dividends and distributions will be paid without interest.

Issuance of Equity Grants

The Agreement and Plan of Merger provides that the Compensation Committee of the NeoStem Board of Directors
shall have the authority to grant as bonuses (the “Merger Bonus Shares”) under any equity compensation plan, an
aggregate of 1,000,000 shares (or shares and options to purchase 1,000,000 shares, in any combination) of NeoStem
Common Stock to (i) its officers, consultants and advisors upon the Closing of the Merger and (ii) such officers, significant
employees and/or directors of Erye following the receipt of all PRC approvals and the Closing of the Merger, as the
Compensation Committee shall determine in connection with the closing of the transactions contemplated by the
Agreement and Plan of Merger, and to pay withholding taxes thereon. It has been determined that the following persons
will receive shares of NeoStem Common Stock pursuant to this authority: Robin L. Smith (175,000 shares), Catherine M.
Vaczy (150,000 shares), Shi Mingsheng (175,000 shares), Madam Zhang Jian (175,000 shares), and two NeoStem
consultants or advisors (an aggregate of 200,000 shares). Assuming the closing price of the NeoStem Common Stock on
the date of grant were $2.00, the amount of U.S. withholding taxes that NeoStem would pay in connection with the grants
as allocated to the individuals listed above would be approximately $841,000. Such grants will be made under the
NeoStem, Inc. 2009 Equity Compensation Plan (the “2009 Plan”) or the NeoStem, Inc. 2009 Non-U.S. Based Equity
Compensation Plan (the “2009 Non-U.S. Plan”), as appropriate. The adoption of the 2009 Non-U.S. Plan is the subject of
NeoStem Proposal No. 7 of this joint proxy statement/prospectus. Grants under the 2009 Non-U.S. Plan will be subject to,
among other things, stockholder approval of the 2009 Non-U.S. Plan at the NeoStem Special Meeting and applicable law
including any required registration in the PRC. Such Merger-related grants are discussed in detail in NeoStem Proposal
No. 6, below, in the section “Issuance of Equity Grants in Connection with the Merger,” and in NeoStem Proposal No. 7,
below, in the section “Issuance of Equity Grants in Connection with the Merger.”
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Representations and Warranties

NeoStem, CBH, Subco and CBC made a number of mutual, customary representations and warranties in the
Agreement and Plan of Merger regarding aspects of their respective businesses, financial condition, structure and other
facts pertinent to the Merger. Such representations and warranties are qualified by confidential disclosure schedules that
were exchanged by NeoStem and CBH. The representations of NeoStem and Subco to CBH and of CBH and CBC to
NeoStem and Subco cover the following topics, among others, as they relate to each company and its subsidiaries:

«  corporate organization and its qualification to do business;
¢ articles/certificate of incorporation and bylaws;

*  capitalization;

e subsidiaries;

« authority to enter into the Agreement and Plan of Merger;

« the absence of conflicts under the company’s charter documents, applicable laws or material obligations to third
parties;

¢ required consents or approvals and violations of any instruments or law;
« financial statements and filings and reports with the SEC;

« the absence of material changes or events in business between December 31, 2007 and the closing date of the
Merger;

* taxes and tax returns;
« intellectual property owned or used by the company;

« compliance with laws and governmental permit requirements, and the absence of any restrictions impairing any
business practice;

« the absence of material litigation;

« brokers’ and finders’ fees;

« employee benefit plans and employment agreements;

« the absence of liens;

« environmental laws, claims and other obligations that apply to the company;
* labor matters;

* material contracts and commitments;

e insurance;

« information supplied by this joint proxy statement/prospectus and the related registration statement filed by
NeoStem; and

« board of directors approval.
Conduct of Business Before Completion of the Merger

The parties agreed that until the earlier of the completion of the Merger or the termination of the Agreement and Plan of
Merger, each party and its subsidiaries will, amongst other things:

e carry on its business in the ordinary and regular course of business consistent with past practice;

« use commercially reasonable efforts to keep intact its corporate existence and all material rights and goodwiill
relating to the businesses;
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endeavor to retain their respective employees and compensate employees consistent with past practice (which, in
the case of NeoStem, has included equity compensation where available cash has been limited);

In the case of CBH, maintain intellectual property rights so as not to affect adversely the validity or enforcement
thereof; and

use commercially reasonable efforts to obtain all necessary consents to consummate the Merger, including in the
case of CBH, the approval of Suzhou Bureau of Foreign Trade and Economic Cooperation Foreign Investment
Administration Department for the transfer of stock equity in Erye.

CBH agreed that until the earlier of the completion of the Merger or the termination of the Agreement and Plan of
Merger, in addition to customary negative covenants agreed to by each of NeoStem and CBH, CBH would not:

incur or create any encumbrances, liens, pledges or security interest on assets other than certain permitted
encumbrances;

grant or otherwise issue any option, warrant or other securities exercisable for or convertible into shares of CBH
Common Stock or other capital stock of CBH;

merge or consolidate with, purchase substantially all of the assets of, or otherwise acquire any business or any
proprietorship, firm, association, limited liability company, corporation or other business organization;

make any representation to anyone indicating any intention of NeoStem or its subsidiaries to retain, institute, or
provide any employee benefit plans;

after the registration statement and/or joint proxy statement is filed, issue any shares of the capital stock of any kind
of CBH or its subsidiaries, transfer from the treasury of CBH or its subsidiaries any shares of the capital stock of
CBH or its subsidiaries, except for CBH Common Stock issuable upon exercise of a stock option, warrant or
RimAsia CBH Warrant outstanding on December 31, 2007;

issue or grant any subscriptions, options, rights, warrants, convertible securities or other agreements or
commitments to issue, or contracts or any other agreements obligating CBH or its subsidiaries to issue, or to
transfer from treasury, any shares of capital stock of any class or kind, or securities convertible into any such
shares;

modify, amend or terminate any material contract other than in the ordinary course of business that is consistent
with past practices;

declare or pay any dividend or make any distribution with respect to, or purchase or redeem, shares of the capital
stock of CBH; and

sell or dispose of any assets otherwise than in the ordinary course of business of CBH and its subsidiaries.

NeoStem agreed that until the earlier of the completion of the Merger or the termination of the Agreement and Plan of
Merger, in addition to customary negative covenants agreed to by each of NeoStem and CBH, NeoStem would not:

amend NeoStem'’s certificate of incorporation or by-laws in any material manner that does not generally apply to all
of NeoStem’s stockholders;

incur any trade accounts payable outside of the ordinary course of business or making any commitment to
purchase quantities of any item of inventory in excess of quantities normally purchased in the ordinary course of
business, other than costs associated with research and development of very small embryonic-like (VSEL) stem
cell technology and the establishment of a new research and development laboratory;
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« declare or pay any dividend or make any distribution with respect to, or purchase or redeem, shares of the capital
stock of NeoStem;

« sell or dispose of any assets otherwise than in the ordinary course of business of NeoStem and its subsidiaries;

* make any capital expenditures other than in the ordinary course of business consistent with past practices and in
no event in excess of $100,000 individually, excluding capital expenditures associated with the purchase of a
flowcytometer and/or cryopreservation tanks; and

* merge or consolidate with, purchase substantially all of the assets of, or otherwise acquire any business or any
proprietorship, firm, association, limited liability company, corporation or other business organization, except for the
merger contemplated by the Agreement and Plan of Merger and the acquisition with Shandong New Medicine.

Special Meetings of Stockholders

NeoStem and CBH agreed to take all action necessary in accordance with Delaware law and their respective charter
documents to convene special meetings of their respective stockholders, to be held as promptly as practicable after the
registration statement of which this joint proxy statement/prospectus is a part is declared effective, for the purpose of
voting on a proposal to approve the Merger and Agreement and Plan of Merger, in the case of CBH and the issuance of
NeoStem securities in connection with the Merger and other specified matters, in the case of NeoStem. Subject to the
limitations set forth below, NeoStem and CBH agreed to use commercially reasonable efforts to solicit from their
respective stockholders proxies in favor of their respective Merger proposals and to take all other action necessary or
advisable to secure the vote required to approve such proposals.

Conditions to the Merger

The obligations of CBH, NeoStem and Subco to consummate the Merger shall be subject to the satisfaction (or waiver
by each party, to the extent permitted by law) of the following conditions, among others:

« The Agreement and Plan of Merger, the Merger and the transactions contemplated thereby shall have been
approved and adopted by CBH's stockholders in the manner required by any applicable law, and the issuance of
the shares of the NeoStem securities to be issued in the Merger and the amendment of NeoStem’s Amended and
Restated Certificate of Incorporation to increase the authorized preferred stock shall have been approved by
NeoStem’s stockholders in the manner required by any applicable law.

* The SEC shall have declared effective the registration statement of which this prospectus/proxy statement forms a
part, and no stop order or similar restraining order suspending the effectiveness of such registration statement shall
be in effect and no proceedings for such purpose shall be pending before or threatened by the SEC or any state
securities administrator.

¢ The shares of NeoStem Common Stock required to be issued pursuant to the Merger (including, without limitation,
the NeoStem Common Stock issuable upon the exercise of the Class E Warrants or conversion of the NeoStem
Series C Preferred Stock) shall have been approved for listing on the NYSE Amex or other stock exchange on
which the NeoStem Common Stock is listed or quoted, subject to official notice of issuance.

« To the extent required by law, the Agreement and Plan of Merger, the Joint Venture Agreement and the articles of
incorporation of Erye shall have been approved by the relevant PRC and other governmental organizations and
shall be in full force and effect.

¢ The result of any and all due diligence, including, but not limited to, legal due diligence, financial due diligence and
business due diligence, shall be satisfactory to NeoStem, in its sole discretion.

The obligations of NeoStem and Subco to consummate the transactions contemplated by the Agreement and Plan of
Merger shall be subject to the fulfillment (or waiver by NeoStem) of the following conditions, among others:

140



TABLE OF CONTENTS

NeoStem shall have received a re-affirmation, in form and substance reasonably satisfactory to NeoStem, of an
opinion of vFinance previously provided to NeoStem to the effect that the terms of the Merger are fair to NeoStem’s
stockholders from a financial point of view.

NeoStem shall have received proof satisfactory to it that CBH has not less than $550,000 in unencumbered cash
available for distribution to NeoStem and has settled any and all payment obligations.

NeoStem shall have received evidence satisfactory to it that the transfer of stock equity in Erye contemplated by
the Agreement and Plan of Merger, and the Joint Venture Agreement and the amended articles of incorporation of
Eyre have been approved by the Suzhou Bureau of Foreign Trade and Economic Cooperation Foreign Investment
Administration Department and all other requisite authorities, and the amended articles of incorporation of Eyre has
been filed with and the new business license of Eyre has been issued by, the Suzhou Administration of Industry
and Commerce or other requisite authorities; and that any and all requisite registrations with the China State
Administration of Foreign Exchange or its local offices shall have been made.

Erye shall have agreed to contribute to NeoStem 6% of the net annual income received by Erye, commencing with
the year ending December 31, 2009, in order to fund NeoStem'’s costs and expenses, including, without limitation
the costs and expenses incurred by NeoStem in connection with the transactions contemplated by the Agreement
and Plan of Merger.

NeoStem shall have received proof satisfactory to it that PRC national candidates for NeoStem board seats
reasonably acceptable to NeoStem have been identified by CBH or Erye and have indicated a willingness to serve.

NeoStem shall have received opinions of U.S. and PRC counsel to CBH and of tax counsel to CBH regarding the
Merger, the tax-free status of the reorganization, the regulatory status of Erye and the disclosure in the registration
statement of which this joint proxy statement/prospectus forms a part.

NeoStem shall have received evidence of the satisfaction in full of any and all indebtedness for borrowed money
payable by CBH to Globus and/or Mao, along with evidence of the cancellation of CBH Series A Preferred Stock.

CBH shall have purchased a six-year prepaid “tail policy” on directors’ and officers’ liability insurance providing
substantially equivalent benefits as the current policy.

At least 15 days prior to Closing, CBH shall have caused Erye and EET to enter into binding agreements whereby
(a) Erye is bound to transfer the land and building for its principal manufacturing facility to EET or its affiliate for a
sum to be agreed upon by the parties, with such transfer reported and accounted for in the financial records of Erye
and CBH prior to Closing, and (b) EET or its affiliate is bound to lease such principal manufacturing facility back to
Erye at a nominal fee for a term through the construction and validation period of Erye’s new manufacturing facility
and until such date as the new facility is completed and fully operational, such that Erye is assured that there is no
interruption of its operations by reason of such transfers and agreements. All documents and accounting for such
transactions shall be reasonably acceptable to NeoStem.

NeoStem shall have received evidence satisfactory to it that CBC has effected a sale, spin-off or other disposition
of CBC in a manner satisfactory to NeoStem, such that the only material assets and liabilities of CBH at the time of
the Merger will be CBH'’s 51% ownership interest in Erye and at least $550,000 cash, and CBH shall have no
liabilities except transaction related expenses of $450,000 or less. All documents and accounting for such
transaction shall be reasonably acceptable to NeoStem and shall include a full release in favor of NeoStem and its
affiliates from any and all claims or liabilities due or asserted to be due to CBC, Keyuan or any of their affiliates.
CBH shall take appropriate action to liquidate or extinguish any intercompany debt owed to CBH or Erye by CBC or
Keyaun or any of their affiliates. CBH and CBC have represented that CBC has de minimis value, if any.
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The obligations of CBH to consummate the transactions contemplated by the Agreement and Plan of Merger shall be
subject to the fulfillment (or waiver by CBH) of each of the following conditions, among others:

CBH shall have received opinions of U.S. counsel to NeoStem and tax counsel to NeoStem regarding the Merger,
the tax-free status of the reorganization and the disclosure in the registration statement of which this joint proxy
statement/prospectus forms a part, but not with respect to the NeoStem Preferred Stock.

The NeoStem Board of Directors and stockholders shall have adopted an equity incentive compensation plan
reasonably satisfactory to the NeoStem and CBH.

NeoStem shall have delivered evidence, satisfactory to CBH, of the filing of the NeoStem certificate of designations
for the Series C Preferred Stock with the Secretary of State of the State of Delaware.

NeoStem or the surviving corporation shall pay for all reasonable transaction expenses.

Any of the conditions in the Agreement and Plan of Merger may be waived by the party benefited thereby, except those
conditions imposed by law.

In particular, NeoStem and CBH may determine to waive certain conditions of the Agreement and Plan of Merger
including but not limited to the following:

It is currently anticipated that under the laws of the PRC NeoStem and CBH will not be able to apply for and obtain
all requisite approvals from, and effect all registrations with, the PRC government authorities prior to closing and
therefore the parties will waive the condition that all requisite approvals from, and effective registrations with, the
PRC government authorities be obtained prior to closing. NeoStem and CBH plan to close the Merger prior to
obtaining all requisite approvals from, and effecting registrations with, the PRC government authorities, with the risk
that any delay in obtaining the necessary PRC government approvals or effecting the necessary registrations with
the PRC government may have a material adverse effect on the benefits of the Merger. In addition, as the parties
pursue the approval process with the PRC government authorities, such PRC government authorities may require
the parties to amend the terms of the Erye joint venture agreement between NeoStem and EET or may attempt to
impose an approximately 10% capital gains tax on the transfer of ownership of the 51% interest in Erye, each of
which could have a material adverse effect on the benefits of the Merger.

In addition, NeoStem may determine to waive certain conditions of the Agreement and Plan of Merger, including but
not limited to the following:

CBH anticipates having $550,000 cash on hand at closing from proceeds of the LXB litigation. Receipt of those
proceeds may be delayed or may never be realized. In such event NeoStem may determine to close and seek to
recover such proceeds after closing.

NeoStem may determine that it is unable to obtain some or all releases from liabilities of CBC, and may determine
to close nonetheless and take the risk that creditors of CBC may make claims against it after closing.

NeoStem may determine that there are alternatives to requiring CBH to transfer the Erye real estate to EET (and
incurring a loss thereon) that are preferable or acceptable to NeoStem.

WAIVER OF ANY CONDITIONS MAY SUBSTANTIALLY INCREASE THE RISKS AND/OR DECREASE THE BENEFITS
OF THE MERGER TO NEOSTEM. IN APPROVING THE ISSUANCE OF SHARES IN THE MERGER, THE
SHAREHOLDERS ARE AUTHORIZING NEOSTEM'S OFFICERS AND DIRECTORS TO WAIVE ANY CONDITIONS IN
FAVOR OF NEOSTEM IN THEIR DISCRETION.

Termination

The Agreement and Plan of Merger may be terminated and the Merger may be abandoned at any time prior to the
Effective Time (notwithstanding any approval of the Agreement and Plan of Merger by NeoStem’s stockholders and/or
CBH's stockholders):
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¢ by mutual written consent of NeoStem and CBH,;

« by either NeoStem or CBH if there shall be any law or regulation that, as supported by the written opinion of outside
legal counsel, makes consummation of the Merger illegal or otherwise prohibited, or if any judgment, injunction,
order or decree of a court or other competent governmental authority enjoining NeoStem or CBH from
consummating the Merger shall have been entered and such judgment, injunction, order or decree shall have
become final and nonappealable;

* by either NeoStem or CBH if the Merger shall not have been consummated before October 31, 2009, provided,
however, that such right to terminate the Agreement and Plan of Merger is not available to any party whose failure
or whose affiliate’s failure to perform any material covenant or obligation under the Agreement and Plan of Merger
has been the cause of or resulted in the failure of the Merger to occur on or before such date;

« by either NeoStem or CBH if at the CBH Special Meeting the requisite vote of CBH'’s stockholders to approve the
Merger and the transactions contemplated hereby shall not have been obtained or if at the NeoStem Special
Meeting the requisite vote of NeoStem’s stockholders to authorize the issuance of NeoStem securities in the
Merger shall not have been obtained;

* by NeoStem if vFinance, acting in good faith, declines to provide NeoStem with opinions, satisfactory to NeoStem
to the effect that the consideration for the Merger is fair to NeoStem and its stockholders from a financial point of
view;

« by either NeoStem or CBH if any representation or warranty made in the Agreement and Plan of Merger for its
benefit is untrue in any material respect, subject to certain exceptions and cure periods;

* by either NeoStem or CBH if the other party shall have defaulted in the performance of any material covenant or
agreement under the Agreement and Plan of Merger, subject to certain exceptions and cure periods;

* by NeoStem if any approval required for the consummation of the transactions contemplated by the Agreement and
Plan of Merger requires the divestiture or cessation of any of the present business or operations conducted by
NeoStem or its subsidiaries or CBH or its Subsidiaries or shall impose any other material condition or requirement,
which divestiture, cessation, condition or requirement, in the reasonable judgment of the NeoStem Board of
Directors (or a committee thereof), would be reasonably likely to have a NeoStem Material Adverse Effect after the
Effective Time giving effect to consummation of the transactions contemplated by the Agreement and Plan of
Merger,

* by Neostem if CBH shall not have caused Erye and EET to enter into binding agreements whereby (a) Erye is
bound to transfer the land and building for its principal manufacturing facility to EET or its affiliate for a sum to be
agreed upon by the parties, with such transfer reported and accounted for in the financial records of Erye and CBH
prior to Closing, and (b) EET or its affiliate is bound to lease such principal manufacturing facility back to Erye at a
nominal fee for a term through the construction and validation period of Erye’s new manufacturing facility and until
such date as the new facility is completed and fully operational, such that Erye is assured that there is no
interruption of its operations by reason of such transfers and agreements;

* by NeoStem, upon election by its Board of Directors (or a committee thereof), in the event that shares of CBH
Common Stock and CBH Preferred Stock held by holders thereof who are entitled to vote on the Merger and who
have not voted such shares in favor of the adoption of this Agreement and the Merger and with respect to which
appraisal rights shall have been properly exercised and perfected in accordance with Section 262 of the DGCL
represent more than five (5%) of the shares of CBH Common Stock or CBH Preferred Stock held by holders thereof
who are entitled to vote on the Merger; or

« by NeoStem, if the relevant sale, spin-off or other disposition of CBC has not been effected in a manner reasonably
acceptable to NeoStem. All documents and accounting for such transaction shall be reasonably acceptable to
NeoStem and shall include a full release in favor of NeoStem and its affiliates from any and all claims or liabilities
due or asserted to be due to CBC, Keyuan or any of
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their affiliates. CBH shall take appropriate action to liquidate or extinguish any intercompany debt owed to CBH or
Erye by CBC or Keyaun or any of their affiliates. CBH and CBC have represented that CBC has de minimis value, if
any.

The Agreement and Plan of Merger does not include any provision for termination based on fluctuations in the price of
NeoStem Common Stock.

In the event of the termination of the Agreement and Plan of Merger, the Agreement and Plan of Merger, except for any
provisions relating to the confidentiality obligations of the parties thereto to each other, shall become void and have no
effect, without any liability on the part of any party or its directors, officers or stockholders. Notwithstanding the foregoing,
no termination shall relieve any party to the Agreement and Plan of Merger of liability for a material breach of any material
provision thereof.

Fees and Expenses

Whether or not the Merger is consummated, all costs and expenses incurred in connection with the Agreement and
Plan of Merger and the transactions contemplated thereby shall be paid by the party incurring such expenses, except that
those expenses incurred in connection with filing, printing and mailing the registration statement of which this
prospectus/joint proxy statement forms a part (including filing fees related thereto but excluding legal and accounting fees
and expenses) and the fees and disbursements of any third party will be shared equally by NeoStem and CBH.

Amendment, Extension and Waiver

The Agreement and Plan of Merger may be amended by the parties thereto, by action taken or authorized by their
respective Boards of Directors (or committees thereof), at any time before or after adoption of the Agreement and Plan of
Merger by CBH's stockholders, but after any such approval, no amendment shall be made which by law requires further
approval or authorization by CBH’s stockholders without such further approval or authorization. Notwithstanding the
foregoing, the Agreement and Plan of Merger may not be amended except by an instrument in writing signed on behalf of
each of the parties hereto.

At any time prior to the Effective Time, NeoStem (with respect to CBH and CBC) and CBH (with respect to NeoStem
and Subco) by action taken or authorized by their respective Boards of Directors (or committee thereof), may, to the extent
legally allowed, (a) extend the time for the performance of any of the obligations or other acts of such party, (b) waive any
inaccuracies in the representations and warranties contained therein or in any document delivered pursuant hereto and (c)
waive compliance with any of the agreements or conditions contained therein. Any agreement on the part of a party to the
Agreement and Plan of Merger to any such extension or waiver shall be valid only if set forth in a written instrument signed
on behalf of such party.

Lock-Up and Voting Agreement

Each director and officer of NeoStem, as well as RimAsia and Fullbright, has entered into a lock-up and voting
agreement pursuant to which they have agreed to vote their shares of NeoStem Common Stock (collectively, the
“NeoStem Lock-Up Shares”) in favor of the issuance of the NeoStem securities in connection with the Merger and are
prohibited from selling their NeoStem Common Stock from November 2, 2008 through the expiration of the six-month
period immediately following the consummation of the transactions contemplated by the Agreement and Plan of Merger.
The lock-up and voting agreement was entered into to induce NeoStem to enter into the Agreement and Plan of Merger.

In connection with execution of the Agreement and Plan of Merger, each of the officers and directors of CBH, and each
of RimAsia, Erye and EET, as well as certain holders of CBH Common Stock, have entered into a lock-up and voting
agreement, pursuant to which they have agreed to vote their shares of CBH Common Stock (collectively, the “CBH Lock-
Up Shares”) in favor of the Merger and to the other transactions contemplated by the Agreement and Plan of Merger and
are prohibited from selling their CBH Common Stock and/or NeoStem Common Stock from November 2, 2008 through the
expiration of the six-month period immediately following the consummation of the transactions contemplated by the
Agreement and Plan of Merger. The lock-up and voting agreement was entered into to induce NeoStem to enter into the
Agreement and Plan of Merger.
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From the date of the voting agreement through the earlier of the date when the Agreement and Plan of Merger is
terminated or the Merger becomes effective, the parties to the voting agreements each agree that, at every meeting of
stockholders and on every action or approval by written consent of the stockholders:

it will cause all securities owned by it to be voted in favor of the adoption of the Agreement and Plan of Merger and
the other transactions contemplated by the Agreement and Plan of Merger;

it will cause all securities owned by it to be voted against any proposal for any Merger, consolidation, sale of assets,
recapitalization, or other business combination involving the other party (other than the Merger) or any other action
or agreement that would result in a breach of any covenant, representation, or warranty or any other obligation or
agreement of the other party under the Agreement and Plan of Merger or which would result in any of the
conditions to the other party’s obligations under the Agreement and Plan of Merger not being fulfilled; and

it will cause all securities owned by it to be voted in favor of any other matter relating to the consummation of the
transactions contemplated by the Agreement and Plan of Merger.

Restrictions on Transfer of Securities and Voting Rights

Each of the persons who has executed a voting agreement has also agreed that during the same period, he, she or it
will not:

offer for sale, sell, transfer, tender, pledge, encumber, assign or otherwise dispose of, or enter into any contract,
option or other arrangement or understanding with respect to or consent to the offer for sale, sale, transfer, tender,
pledge, encumbrance, assignment or other disposition of, any or all of any such Stockholder's Shares, or any
interest therein, or any or all of any such Stockholder’s shares of NeoStem Common Stock or NeoStem Preferred
Stock, or any interest therein, whether such shares are held by such Stockholder as of the date of the voting
agreement or are acquired by such Stockholder from and after the date of the voting agreement, whether in
connection with the merger or otherwise;

grant any proxies or powers of attorney, deposit any shares into a voting trust or enter into a voting agreement with
respect to such shares;

take any action that would make any representation or warranty of such stockholder contained in the Lock-Up and
Voting Agreement untrue or incorrect or have the effect of preventing or disabling such stockholder from performing
such their obligations thereunder.

However, each party is allowed to take any of the above actions if NeoStem approves such action or if the proposed

transferee executes a counterpart of the voting agreement and agrees to hold the securities subject to all of the terms of
the voting agreement.

Termination

The voting agreements and all obligations of the parties thereunder, shall terminate immediately, without any further
action being required, upon the earlier of the date which the Agreement and Plan of Merger is terminated or the Merger
becomes effective.
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COMPARISON OF RIGHTS OF HOLDERS OF NEOSTEM COMMON STOCK
AND CBH COMMON STOCK

This section of the joint proxy statement/prospectus describes material differences between the rights of stockholders
of NeoStem Common Stock and the rights of stockholders of the CBH Common Stock. The rights compared are those
found in the respective companies’ charter documents and corporate law provisions for Delaware, the state in which each
of NeoStem and CBH is incorporated. While NeoStem and CBH believe that these descriptions address the material
differences, this summary may not contain all of the information that is important to stockholders of NeoStem and CBH.
NeoStem and CBH stockholders should read this entire document and the documents referred to in this summary carefully
for a more complete understanding of the differences between the rights of NeoStem stockholders, on the one hand, and
CBH stockholders, on the other hand.

Size of the Board

The number of directors which shall constitute the whole NeoStem Board of Directors shall be determined by resolution
of the NeoStem Board of Directors, but in no event shall be less than three. Subject to the preceding sentence, the
number of directors may be decreased at any time and from time to time by a majority of the directors then in office, but
only to eliminate vacancies existing by reason of the death, resignation or removal or expiration of the term of one or more
directors. Currently, NeoStem has five directors. Pursuant to the Agreement and Plan of Merger, NeoStem'’s Board of
Directors will be increased from five directors to seven directors. Eric Wei will be added to the Board of Directors of
NeoStem immediately after the Effective Time, and Shi Mingsheng will be added to the Board of Directors immediately
after the Effective Time (or the receipt of all PRC approvals if later following the Effective Time). Three of the four directors
elected at NeoStem’s annual meeting held in May 2009 (Robin L. Smith, Richard Berman and Steven S. Myers) as well as
the director appointed by the NeoStem Board of Directors on June 9, 2009 (Drew Bernstein) will continue to serve. Edward
C. Geehr has also been appointed to replace Joseph Zuckerman, who has resigned as of the Effective Time. See “Board
Composition” commencing on page [107].

The CBH Board of Directors need not be composed of a particular number of members nor must such number be
within any particular range, unless CBH'’s certificate of incorporation, an amendment to the CBH’s bylaws or the CBH
Board of Directors shall otherwise provide. The number of directors shall until such time, if ever, be determined from time
to time by resolution of the CBH Board of Directors. Currently, CBH has seven directors.

Classification

Currently, the NeoStem Board of Directors is not classified. Each director is up for election every year. However,
NeoStem Proposal No. 8 of this joint proxy statement/prospectus proposes an amendment to NeoStem’s Amended and
Restated Certificate of Incorporation to provide for a classified Board of Directors (the “Board Classification Amendment”).
In the event NeoStem Proposal No. 8 receives stockholder approval and the classification becomes effective, the
NeoStem Board of Directors would be divided into three separate classes of directors, as nearly equal in number as
possible. Each class of Directors would serve a three-year term, and each class would be elected on a rotating or
staggered basis, with each class being elected at the annual stockholder meeting coinciding with the expiration of that
class’s term. For further information, see NeoStem Proposal No. 8 of this joint proxy statement/prospectus.

The CBH Board of Directors is not classified. Each director is up for election every year.
Removal of Directors

NeoStem’s bylaws provide that, unless otherwise provided in NeoStem's certificate of incorporation, any one or more or
all of the NeoStem directors may be removed without cause by the holders of at least 75% of the shares then entitled to
vote at an election of the NeoStem directors. Any one or more or all of the NeoStem directors may be removed with cause
only by the holders of at least a majority of the shares then entitled to vote at an election of the NeoStem directors. In the
event the Board Classification Amendment attains stockholder approval and becomes effective, NeoStem’s stockholders
will no longer be able to remove directors without cause. For further information, see NeoStem Proposal No. 8 of this joint
proxy statement/prospectus.
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One or more or all the CBH directors may be removed for cause at any time by the CBH stockholders, at a special
meeting of the stockholders called for that purpose; provided, however, that such director shall not be removed if CBH's
certificate of incorporation or bylaws provides that its directors shall be elected by cumulative voting and there are a
sufficient number of shares cast against his or her removal, which if cumulatively voted at an election of directors would be
sufficient to elect him or her. Currently, CBH'’s certificate of incorporation and bylaws do not provide for cumulative voting.

Vacancies

Unless and until filled by the stockholders, any vacancy on the NeoStem Board of Directors, however occurring,
including a vacancy resulting from an enlargement thereof, may be filed only by vote of a majority of the NeoStem directors
then in office, although less than a quorum, or by a sole remaining NeoStem director. A NeoStem director elected to fill a
vacancy shall be elected for the unexpired term of his or her predecessor in office, if applicable, and a NeoStem director
chosen to fill a position resulting from an increase in the number of NeoStem directors shall hold office until the next
election of NeoStem directors or until his or her successor is elected and qualified, or until his or her earlier death,
resignation or removal. In the event the Board Classification Amendment attains stockholder approval and becomes
effective, a NeoStem director appointed by the Board for the remainder of the full term of the class of Directors in which
the new directorship was created or the vacancy occurred and until such Director’s successor shall have been elected and
qualified. For further information, see NeoStem Proposal No. 8 of this joint proxy statement/prospectus.

Any newly created directorship resulting from an increase in the authorized number of CBH directors or any vacancy
occurring in the CBH Board of Directors by reason of death, resignation, retirement, disqualification, removal from office or
any other cause may be filled by the affirmative vote of the remaining members of the CBH Board of Directors, though less
than a quorum of the CBH Board of Directors, and each CBH director so elected shall hold office until the expiration of the
term of office of the CBH director whom he or she has replaced or until his or her successor is elected and qualified. If
there are no CBH directors in office, then an election of CBH directors may be held in the manner provided by statute. No
decrease in the number of CBH directors constituting the whole Board shall shorten the term of any incumbent CBH
director.

Limitation on Director Liability

Pursuant to NeoStem’s Amended and Restated Certificate of Incorporation, a NeoStem director shall not be personally
liable to NeoStem or its stockholders for monetary damages for breach of fiduciary duty except:

« for any breach of the director’s duty of loyalty to NeoStem or its stockholders;

« for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of the law;
« for any unlawful payment of dividends or unlawful stock purchase or redemption; or

« for any transaction from which the director derived an improper personal benefit.

Pursuant to CBH’s Certificate of Incorporation, a CBH director shall not be personally liable to CBH or its stockholders
for monetary damages for breach of fiduciary duty except:

« for any breach of the director’s duty of loyalty to CBH or its stockholders;
« for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of the law;
« for any unlawful payment of dividends or unlawful stock purchase or redemption; or
« for any transaction from which the director derived an improper personal benefit.
Indemnification of Directors and Officers

Pursuant to NeoStem’s Amended and Restated Certificate of Incorporation, NeoStem has the power to indemnify any
person who was or is a party or is threatened to be made a party to any threatened, pending or completed action, suit or
proceeding, whether civil, criminal, administrative or investigative (other than an action by or in the right of the corporation)
by reason of the fact that he is or was a director, officer,
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employee, or agent of NeoStem, or is or was serving at the request of NeoStem as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise, against expenses (including attorneys’ fees),
judgments, fines and amounts paid in settlement actually and reasonably incurred by him in connection with such action,
suit or proceeding if he acted in good faith and in a manner reasonably believed to be in or not opposed to the best
interests of the corporation, and, with respect to any criminal action or proceedings, had no reasonable cause to believe
his conduct was unlawful. The termination of any action, upon a plea of nolo contendere or equivalent, shall not, of itself,
create a presumption that the person did not act in good faith and in a manner reasonably believed to be in or not opposed
to the best interests of the corporation, and, with respect to any criminal action or proceeding, had reasonable cause to
believe that his conduct was lawful.

Pursuant to CBH’s bylaws, CBH shall indemnify and hold harmless, to the fullest extent permitted by applicable law,
any person who was or is made or is threatened to be made a party or is otherwise involved in any action, suit or
proceeding, whether civil, criminal, administrative or investigative by reason of the fact that he or she, or a person for
whom he or she is the legal representative, is or was a director, officer, employee or agent of CBH or is or was serving at
the request of CBH as a director, officer, employee or agent of another corporation or of a partnership, joint venture, trust,
enterprise or nonprofit entity, including service with respect to employee benefit plans, against all liability and loss suffered
and expenses (including attorneys’ fees) reasonably incurred by such person. Notwithstanding the preceding sentence,
CBH shall be required to indemnify a person in connection with a proceeding (or part thereof) initiated by such person only
if the proceeding (or part thereof) was authorized by the CBH Board of Directors. CBH'’s obligation, if any, to indemnify any
person who was or is serving at its request as a director, officer, employee or agent of another corporation, partnership,
joint venture, trust, enterprise or nonprofit entity shall be reduced by any amount such person may collect as
indemnification from such other corporation, partnership, joint venture, trust, enterprise or nonprofit enterprise.

Amendments to Certificate of Incorporation

NeoStem’s Amended and Restated Certificate of Incorporation may be amended, altered, changed or repealed in the
manner now or hereafter prescribed by law and all rights conferred on officers, directors and stockholders therein are
granted subject to such reservation.

CBH's certificate of incorporation may be amended, altered, changed or repealed in the manner prescribed by law.
Amendments to Bylaws

The NeoStem Board of Directors has authority to make, alter or repeal NeoStem’s bylaws by a vote of a majority of the
NeoStem Board of Directors. The NeoStem stockholders also may alter, amend or repeal or adopt new bylaws by the
affirmative vote of the holders of at least 75% of the voting power of all the then outstanding shares of capital stock of
NeoStem entitled to vote at any regular meeting of stockholders or at any special meeting of stockholders, voting together
as a single class; provided notice of such alteration, repeal or adoption of new bylaws shall have been stated in the notice
of such meeting.

The CBH Board of Directors has authority to adopt, repeal or amend by CBH's bylaws by the vote of a majority of the
CBH Board of Directors. The bylaws of CBH shall be subject to alteration or repeal, and new bylaws may be made, by a
majority vote of the stockholders at the time entitled to vote in the election of directors even though the bylaws may be
altered, amended or repealed by the CBH Board of Directors.

Authorized Capital Stock

The authorized capital stock of NeoStem consists solely of 500,000,000 shares of common stock, par value $0.001 per
share, (the “NeoStem Common Stock”) and 5,000,000 shares of preferred stock, par value $0.01 per share, of which
825,000 shares are designated as Series B Convertible Preferred Stock (the “NeoStem Series B Preferred Stock”) and
1,600,000 shares are designated as Series D Convertible Redeemable Preferred Stock (the “NeoStem Series D Preferred
Stock”). The NeoStem Board of Directors is authorized, without further action by the stockholders, and subject to any
limitations prescribed by law, to designate and issue the NeoStem Preferred Stock in one or more series, and can fix the
rights, preferences,
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and privileges of the shares of each series and any qualifications, limitations or restrictions on these shares. The NeoStem
Board of Directors may authorize the issuance of preferred stock with voting, conversion or other rights that could
adversely affect the voting power or other rights of the holders of NeoStem Common Stock.

As of August 31, 2009, there were 8,541,848 shares of NeoStem Common Stock, 10,000 shares of NeoStem Series B
Preferred Stock and 1,293,251 shares of NeoStem Series D Preferred Stock outstanding. As of such date, the outstanding
shares of NeoStem Series B Preferred Stock were convertible into 10,000 shares of NeoStem Common Stock and the
outstanding shares of NeoStem Series D Preferred Stock were convertible into 12,932,510 shares of NeoStem Common
Stock.

The authorized capital stock of CBH consists solely of 200,000,000 shares of CBH’s common stock, par value $0.01
per share, and 10,000,000 shares of CBH'’s preferred stock, par value $0.01 per share (the “CBH Preferred Stock”), of
which 1,152,500 shares are designated as Series A Convertible Preferred Stock and 6,185,607 shares are designated as
Series B Convertible Preferred Stock. The CBH Board of Directors is authorized, without further action by the
stockholders, and subject to any limitations prescribed by law, to designate and issue the CBH Preferred Stock in one or
more series, and can fix the rights, preferences, and privileges of the shares of each series and any qualifications,
limitations, or restrictions on these shares. The CBH Board of Directors may authorize the issuance of preferred stock with
voting or conversion rights that could adversely affect the voting power or other rights of the holders of CBH Common
Stock.

As of August 31, 2009, there were 37,207,313 shares of CBH Common Stock and 6,653,656 shares of CBH Series B
Preferred Stock outstanding. As of such date, the outstanding shares of CBH Series B Preferred Stock were convertible
into 13,308,628 shares of CBH Common Stock.

Dividends

The General Corporation Law of the State of Delaware provides that the directors of a corporation may declare and pay
dividends on capital stock, subject to certain limitations.

The NeoStem Amended and Restated Certificate of Incorporation restricts the NeoStem Board of Directors’ ability to
declare dividends on the NeoStem Common Stock or series of NeoStem Preferred Stock ranking junior to the NeoStem
Series B Preferred Stock or the NeoStem Series D Preferred Stock, respectively, where the NeoStem Board of Directors
does not declare a dividend on such respective series of NeoStem Preferred Stock.

The CBH certificate of incorporation restricts the CBH Board of Directors’ ability to declare dividends on any class of
series of stock of CBH ranking junior to the CBH Series B Preferred Stock, including the CBH Common Stock, unless all
cumulative dividends shall have been paid on the CBH Series B Preferred Stock.

Stock Repurchases, Redemptions and Conversions

In general, under Delaware law, a corporation may not purchase or redeem its own shares if its capital is impaired or if
the purchase or redemption would cause its capital to be impaired. A corporation may, however, purchase or redeem
preferred shares out of capital if the shares will then be retired, thereby reducing the capital of the corporation.

The holder of a share of NeoStem Series B Preferred Stock is entitled to ten times any dividends paid on the NeoStem
Common Stock and such stock has ten votes per share and votes as one class with the NeoStem Common Stock. The
holder of any share of NeoStem Series B Preferred Stock has the right, at such holder’s option (but not if such share is
called for redemption), exercisable on or after September 30, 2000, to convert such share into ten (10) fully paid and non-
assessable share of NeoStem Common Stock, subject to adjustment. Upon the affirmative vote of the number of holders
of NeoStem'’s stock required pursuant to NeoStem’s bylaws and subject to the rules of the NYSE Amex, each share of
NeoStem Series D Preferred Stock shall automatically convert into such number of fully paid and nonassessable shares of
NeoStem Common Stock as is determined by dividing $12.50 by the Conversion Rate (as defined below). The Conversion
Rate shall initially be $1.25, but shall be adjusted from time to time as set forth in the NeoStem Amended and Restated
Certificate of Incorporation.
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Series B Preferred Stockholders of CBH are not entitled to voting rights in any and all matters including the election of
directors. However, CBH shall not take certain actions without first obtaining the approval of the holders of a majority of the
Series B Preferred Stock including, but not limited to, (a) selling, leasing, or otherwise disposing of all or substantially all
the assets of CBH, (b) amending any provision of the certificate of incorporation or bylaws of CBH, (c) authorizing or
creating any new series of stock, (d) increasing or decreasing the number of authorized shares of Series B Preferred
Stock, and (e) paying any dividend other than redemption. Holders of Series B Preferred Stock are entitled to receive
dividends per share at a rate of 5% of the original issue price per annum paid annually subject to any other series of
Preferred Stock or capital stock ranking senior to Series B Preferred Stock. In the event of liquidation, dissolution or
winding up of CBH, holders of Series B Preferred Stock shall be entitled to receive, out of the assets of CBH, prior and in
preference to any distribution of any of the assets of CBH to the holders of Common Stock and any other series of
Preferred Stock ranking junior to the Series B Convertible Preferred Stock, an amount in cash per share equal to $3.0333,
plus an amount equal to all dividends accrued and unpaid on each such share, the accrued Four Percent Suspendible
Premium (as defined below), and the accrued Six-Percent Triggered Premium (as defined below), if any. Each Series B
Preferred Share shall be convertible, at the option of the holder thereof, at any time after the issuance date but before the
fourth anniversary thereof, into such number of fully paid and non-assessable shares of Common Stock as is determined
by dividing (x) the sum of (1) the original issue price, (2) all accrued but unpaid annual dividends on such share, (3) 4% of
the original issue price per annum, which amount shall be deemed to have begun to accrue from and after the issuance
date and shall continue to accrue until the occurrence of a suspension date, on a daily basis based on a 365-day year and
compounded annually (the “Four-Percent Suspendible Premium”), and (4) 6% of the original issue price per annum, which
amount shall be deemed to have begun to accrue from and after the occurrence of a triggering event and until the
occurrence of a cure of the triggering event, on a daily basis computed on the basis of a 365-day year and compounded
annually (the “Six-Percent Triggered Premium”) by (y) the applicable conversion price.

Election of Directors

NeoStem stockholders do not have cumulative voting rights.

CBH stockholders are entitled to cumulate votes in the election of directors.
Appraisal or Dissenters’ Rights

Under the General Corporation Law of the State of Delaware, a stockholder of a corporation patrticipating in certain
major corporate transactions may, under varying circumstances, be entitled to appraisal (or dissenters’) rights pursuant to
which such stockholder may receive cash in the amount of the fair market value of his or her shares in lieu of consideration
he or she would otherwise receive in the transaction. Such rights are not available (a) with respect to the sale, lease or
exchange of all or substantially all of the assets of a corporation, (b) with respect to a merger or consolidation by a
corporation, the shares of which are either listed on a national securities exchange, such as the NYSE Amex, or
designated as a national market system security on an interdealer quotation system by the National Association of
Securities Dealers, Inc. or are held of record by more than 2,000 holders if such stockholders receive only shares of the
surviving corporation or shares of any other corporation which are either listed on a national securities exchange or
designated as a national market system security on an interdealer quotation system by the National Association of
Securities Dealers, Inc. or held of record by more than 2,000 holders, plus cash in lieu of fractional shares, or (c) to
stockholders of a corporation surviving a merger if no vote of the stockholders of the surviving corporation is required to
approve the merger because the merger agreement does not amend the existing certificate of incorporation, each share of
the surviving corporation outstanding prior to the merger is an identical outstanding or treasury share after the merger, and
the number of shares to be issued in the merger does not exceed 20% of the shares of the surviving corporation
outstanding immediately prior to the merger and if certain other conditions are met. CBH stockholders have appraisal
rights in connection with the Merger. See “Appraisal or Dissenters’ Rights.”

Action by Written Consent

The NeoStem bylaws provide that NeoStem stockholders may not take any action by written consent in lieu of a
meeting and that the affirmative vote of holders of at least 75% of the votes which all the NeoStem
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stockholders should be entitled to cast at any annual election of directors or class of directors is required to amend or
repeal, or to adopt any provision inconsistent with the foregoing.

CBH stockholders may take any action to be taken at any annual or special stockholders’ meeting without a meeting,
without prior notice and without a vote if a written consent or consents is/are signed by the CBH stockholders having not
less than the minimum number of votes necessary to authorize or take such action at a meeting at which all shares entitled
to vote thereat were present and voted is delivered by hand or by certified or registered mail, return receipt requested, to
CBH to its principal place of business or an officer or agent of CBH having custody of the books in which proceedings of
CBH stockholder meetings are recorded.

Annual Meeting of Stockholders

The annual meeting of NeoStem stockholders for the election of directors and the transaction of other business as may
properly be brought before the meeting shall be held, at such date (which shall not be a legal holiday in the place where
the meeting is to be held) and time and by means of remote communication, if any, as shall be designated from time to
time by the NeoStem Chairman of the Board (if any), the NeoStem Board of Directors or the NeoStem Chief Executive
Officer and stated in the notice of meeting.

The annual meeting of CBH stockholders shall be held for the election of directors at such date, time and place, either
within or without the State of Delaware, as may be designated by resolution of the CBH Board of Directors from time to
time. Any other proper business may be transacted at the annual meeting.

Special Meeting of Stockholders

Special meetings of the NeoStem stockholders may, unless otherwise prescribed by law or by NeoStem’s Amended
and Restated Certificate of Incorporation, be called by the NeoStem Chairman of the Board (if any), the NeoStem Board of
Directors or the NeoStem Chief Executive Officer and shall be held at such place, on such date and at such time as shall
be fixed by the NeoStem Board of Directors or the person calling the meeting. Business transacted at any special meeting
shall be limited to matters relating to the purpose or purposes stated in the notice of the meeting.

Special meetings of the CBH stockholders may be called at any time by the CBH Chairman of the Board or a majority
of the members of the CBH Board of Directors. The place of the special meeting shall be fixed by the body or person
calling the special meeting.

Advance Notice Requirements of Stockholder Nominations

Nominations of persons for election to the NeoStem Board of Directors may be made by any stockholder of NeoStem
who was a stockholder of record at the time of giving of notice provided for herein, who is entitled to vote at the meeting
and who complies with the notice procedures. For nominations, the stockholder must have given timely notice thereof in
writing to the Secretary of the NeoStem. To be timely, a stockholder’s notice shall be delivered to the Secretary at the

principal executive offices of NeoStem not later than the close of business on the 120t day nor earlier than the close of

business on the 150t day prior to the first anniversary of the date of the proxy statement delivered to stockholders in
connection with the preceding year's annual meeting; provided, however, that if either (i) the date of the annual meeting is
more than 30 days before or more than 60 days after such an anniversary date or (ii) no proxy statement was delivered to
stockholders in connection with the preceding year’'s annual meeting, notice by the stockholder to be timely must be so

delivered not earlier than the close of business on the 90t day prior to such annual meeting and not later than the close of

business on the later of (x) the goth day prior to such annual meeting and (y) the 10 th day following the day on which
public announcement of the date of such meeting is first made by NeoStem. Such stockholder’s notice shall set forth (a) as
to each person whom the stockholder proposes to nominate for election or reelection as a director, all information relating
to such person that is required to be disclosed in solicitations of proxies for election of directors, or is otherwise required, in
each case pursuant to Regulation 14A under the Securities Exchange Act of 1934, as amended (including such person’s
written consent to being named in the proxy statement as a nominee and to serving as a director if elected); and (b) as to
the stockholder giving the notice and the beneficial owner, if any, on whose behalf the nomination is made (i) the name
and address of such stockholder, as they appear on NeoStem’s books, and of such beneficial owner and (ii) the class and
number of shares of capital stock of NeoStem that are owned beneficially and
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held of record by such stockholder and such beneficial owner. In the event that the number of directors to be elected to the
Board of Directors of NeoStem is increased and there is no public announcement by NeoStem naming all of the nominees
for director or specifying the size of the increased Board of Directors at least 70 days prior to the first anniversary of the
preceding year’s annual meeting (or, if the annual meeting is held more than 30 days before or 60 days after such
anniversary date, at least 70 days prior to such annual meeting), a stockholder’s notice shall also be considered timely, but
only with respect to nominees for any new positions created by such increase, if it shall be delivered to the Secretary at the

principal executive office of NeoStem not later than the close of business on the 10t day following the day on which such
public announcement is first made by NeoStem.

CBH's bylaws do not contain provisions relating to advance notice requirements for stockholder nominations.
Advance Notice Requirements of Stockholder Business

Other business may be properly brought before an annual meeting of stockholders by any stockholder of NeoStem
who was a stockholder of record at the time of giving of notice provided for herein, who is entitled to vote at the meeting
and who complies with the notice procedures. For other business to be properly brought before an annual meeting by a
stockholder, the stockholder must have given timely notice thereof in writing to the Secretary of the NeoStem. To be
timely, a stockholder’s notice shall be delivered to the Secretary at the principal executive offices of NeoStem not later than

the close of business on the 120t day nor earlier than the close of business on the 150 th day prior to the first anniversary
of the date of the proxy statement delivered to stockholders in connection with the preceding year’s annual meeting;
provided, however, that if either (i) the date of the annual meeting is more than 30 days before or more than 60 days after
such an anniversary date or (ii) no proxy statement was delivered to stockholders in connection with the preceding year's
annual meeting, notice by the stockholder to be timely must be so delivered not earlier than the close of business on the

goth day prior to such annual meeting and not later than the close of business on the later of (x) the 60 th day prior to such

annual meeting and (y) the 10t day following the day on which public announcement of the date of such meeting is first
made by NeoStem. Such stockholder’s notice shall set forth (a) a brief description of the business desired to be brought
before the meeting, the reasons for conducting such business at the meeting and any material interest in such business of
such stockholder and the beneficial owner, if any, on whose behalf the proposal is made; and (b) as to the stockholder
giving the notice and the beneficial owner, if any, on whose behalf the proposal is made (i) the name and address of such
stockholder, as they appear on NeoStem'’s books, and of such beneficial owner and (ii) the class and number of shares of
capital stock of NeoStem that are owned beneficially and held of record by such stockholder and such beneficial owner.

CBH's bylaws do not contain provisions relating to advance notice requirements for stockholder business.
Rights of Inspection

Under Delaware law, stockholders of both NeoStem and CBH may inspect the books and records of their respective
company during normal business hours as long as such inspection is for a proper purpose, and as long as the stockholder
has made proper written demand stating the purpose of the inspection. A proper purpose is any purpose reasonably
related to the interests of the inspecting person as a stockholder.

Transactions Between the Corporation and its Directors and Officers

Delaware law provides that a transaction between a corporation and one of its directors or officers or between the
corporation and an entity with which a director or officer is affiliated shall be valid if:

« the director/officer discloses the material facts to the board of directors and the transaction is approved by a
majority of disinterested directors;

« the director/officer discloses the material facts to the stockholders and the stockholders approve the transaction; or

¢ the transaction is fair to the corporation as of the time it is authorized, approved, or ratified by the directors or the
stockholders.

Stockholders’ Rights Plan

Neither NeoStem nor CBH has a stockholders’ rights plan.
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BUSINESS OF NEOSTEM
BUSINESS OVERVIEW

NeoStem is engaged in a platform business of operating a commercial autologous (donor and recipient are the same)
adult stem cell bank and is pioneering the pre-disease collection, processing and long-term storage of stem cells from
adult donors so that they can access such stem cells for their own future medical treatment. NeoStem is managing a
network of adult stem cell collection centers in major metropolitan areas of the United States, and believes that as adult
stem cell therapies obtain necessary regulatory approvals and become standard of care, individuals will need the
infrastructure, methods and procedures being developed by NeoStem to have their stem cells safely collected and
conveniently stored for future therapeutic use. Stem cells, which are very primitive and undifferentiated cells that have the
unique ability to transform into many different cells (such as white blood cells, nerve cells or heart muscle cells), can be
found in the bone marrow or peripheral blood of adults. NeoStem only works with adult (not embryonic) stem cells. Using
NeoStem'’s process, stem cells migrate, as a result of a mobilizing agent administered in the days preceding collection,
from the bone marrow in which they reside to the peripheral blood and are collected through a safe, minimally invasive
procedure called “apheresis.” NeoStem has also entered the research and development arena, through the acquisition of
a worldwide exclusive license to an early-stage technology to identify and isolate rare stem cells from adult human bone
marrow, called VSEL (very small embryonic-like) stem cells. VSELs have many physical characteristics typically found in
embryonic stem cells, including the ability to differentiate into specialized cells found in substantially all the different types
of cells and tissue that make up the body. Additionally, NeoStem is pursuing other technologies to advance its position in
the field of stem cell tissue regeneration.

The adult stem cell industry is a field independent of embryonic stem cell research which NeoStem believes is more
likely to be burdened by regulatory, legal, ethical and technical issues than adult stem cell research. Medical researchers,
scientists, medical institutions, physicians, pharmaceutical companies and biotechnology companies are currently
developing therapies for the treatment of disease using adult stem cells. As these adult stem cell therapies are proven
effective, obtain necessary regulatory approvals and become standard of care, patients will need a service to collect,
process and bank their stem cells. NeoStem intends to provide this service.

On January 19, 2006, NeoStem consummated the acquisition of the assets of NS California, Inc., a California
corporation (“NS California”) relating to NS California’s business of collecting and storing adult stem cells. Effective with
the acquisition, the business of NS California became NeoStem'’s principal business, rather than NeoStem'’s historic
business of providing capital and business guidance to companies in the healthcare and life science industries. NeoStem
now provides adult stem cell processing, collection and banking services with the goal of making stem cell collection and
storage widely available, so that the general population will have the opportunity to store their own stem cells for future
healthcare needs. Using NeoStem'’s proprietary process, NeoStem provides the infrastructure, methods and systems that
allow adults to have their stem cells safely collected and conveniently banked for future therapeutic use as needed in the
treatment of such life-threatening diseases as diabetes, heart disease and radiation sickness that may result from a
bioterrorist attack or nuclear accident. According to the National Institutes of Health, there are over 2,300 clinical trials
currently underway relating to the use of adult stem cells, over 700 relating to autologous use, in the treatment of
numerous serious diseases and conditions, including those that address cardiac disease, autoimmune disorders such as
lupus, multiple sclerosis, peripheral vascular diseases, and age-related musculoskeletal disorders, as well as diabetes,
cancer, neurological disease and wound healing.

Initial participants in NeoStem'’s collection center network have been single physician practices who opened collection
centers in California, Pennsylvania and Nevada. Revenues generated by these early adopters have not been significant
and are not expected to become significant. However, these centers have served as a platform for the development of
NeoStem'’s business model and today NeoStem is focusing on multi-physician and multi-specialty practices joining its
network in major metropolitan areas but continues to align itself with physicians that have a client base who have indicated
a particular interest in stem cell collection and storage. Toward this end, NeoStem signed an agreement in June 2008 for
a New York City stem cell collection center to be opened by Bruce Yaffe, M.D., of Yaffe, Ruden and Associates, which
facility became operational in November 2008. In July 2008, NeoStem signed an agreement for a Santa Monica, California
based stem cell
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collection center to be opened by Stem Collect of Santa Monica LLC at The Hall Center. This facility became operational in
the fall of 2008. Additionally, NeoStem signed an agreement with Celvida LLC pursuant to which a Southern Florida stem
cell collection center located in Coral Gables, a suburb of Miami, became operational in September 2008. In March 2009,
NeoStem signed an agreement to open a collection center with the Giampapa Institute for Anti-Aging Medical Therapy in
Montclair, New Jersey. In addition, in May 2009 NeoStem entered into a collection agreement with Primary Caring of
Malibu, based in California.

NeoStem also entered the research and development arena through its acquisition from the University of Louisville of
the worldwide exclusive license to the VSEL technology. VSELs have many physical characteristics typically found in
embryonic stem cells, including the ability to differentiate into specialized cells found in different types of tissue that would
be able to interact with a specific organ in order to repair degenerated, damaged or diseased tissue (the three “Ds” of
aging). NeoStem has the ability to harvest and cryopreserve these VSELs from individual patients, setting the stage for
their use in personalized regenerative medicine. If VSELs can be expanded from individual patients and their potential to
develop into different types of tissue cells maintained, it would represent a significant step toward overcoming the two
major limitations in the development of stem cell therapies today, the ethical dilemma regarding use of embryonic stem
cells and the immunological problems associated with using cells from a third party donor. In connection with the license
agreement, NeoStem also entered into a sponsored research agreement with the University of Louisville pursuant to
which NeoStem is funding research relating to its VSEL technology at the laboratory of its co-inventor, Mariusz Ratajczak,
M.D., Ph.D., head of the Stem Cell Biology Program at the James Graham Brown Cancer Center at the University of
Louisville. The acquisition of the VSEL technology was made through NeoStem’s acquisition of its new subsidiary Stem
Cell Technologies, Inc. (“SCTI") in a stock-for-stock exchange.

Although certain early obligations under NeoStem’s agreements relating to the VSEL technology were paid for with
funds supplied by the seller to SCTI prior to the acquisition, substantial additional funds will be needed and additional
research and development capacity will be required to meet NeoStem’s development obligations under the license
agreement to develop the VSEL technology. NeoStem has applied to the U.S. Small Business Administration for Small
Business Innovation Research (“SBIR”) grants and may also seek to obtain funds through applications for other state and
federal grants, grants abroad, direct investments, strategic arrangements as well as other funding sources to help offset all
or a portion of these costs. A portion of the proceeds from the RimAsia Notes (described below) are being used to meet
funding requirements of developing the VSEL technology. NeoStem is seeking to develop increased internal research
capability and sufficient laboratory facilities or to establish relationships to provide such research capability and facilities.
Toward this end, NeoStem has hired a Director of Stem Cell Research and Laboratory Operations, is hiring other research
personnel and had arranged for research space at the facility of a strategic partner. In September 2009, NeoStem signed a
three-year lease for an approximately 8,000 square foot office and laboratory suite located at the Riverside Technology
Center in Cambridge, Massachusetts (the “Cambridge Laboratory”). This facility will serve as NeoStem'’s independent
research and development headquarters at which it intends to further define and develop NeoStem'’s technologies. The
Cambridge Laboratory will focus on expanding the current VSEL technology know-how and other stem cell technologies
by performing detailed characterization, purification and expansion of stem cells. Furthermore, the laboratory will
characterize and develop various adult stem cells including VSEL stem cells in the apheresis product for therapeutic and
diagnostic purposes.

In addition to the research NeoStem is currently funding at the University of Louisville, NeoStem is also in discussions
relating to other research to generate data relating to other clinical applications of VSELSs, including neural, cardiac and
ophthalmic, to expand NeoStem'’s research efforts and maximize the value of this technology.

In May 2008, NeoStem entered into a collection center agreement with the James Graham Brown Cancer Center at
the University of Louisville, further expanding the corporate and academic relationship between NeoStem and the
University. This unique collection center will allow the collection of large numbers of cells from adults donating them for
basic research as well as clients paying to have their cells stored for their own future medical need. NeoStem believes this
is a unique opportunity given the interest of adult stem cell translational scientists and clinicians at the University in
exploring the therapeutic potential of VSELs and other adult stem cells of the body. By enabling investigators to have
access to large numbers of adult stem cells
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from interested and informed study subjects, NeoStem believes that translational adult stem cell research will move
forward at an accelerated pace and that clinical trial designs will be more rapidly implemented to investigate new research
findings.

NeoStem currently generates revenue and earnings from its platform business as follows: (1) fees from the collection
centers in NeoStem'’s network, (2) client collection fees, (3) processing center collection fees and (4) storage fees, which
represent recurring revenue paid each year or month. NeoStem is planning to educate individuals that have a family
history or early diagnosis of diseases being treated with stem cell therapy as well as those who have banked their infant’s
stem cells and who have an interest in and can afford this “bioinsurance.” Additionally, NeoStem is working on establishing
collaborations with high profile medical centers and academic institutions involved in cutting edge research and clinical
trials relating to stem cells. NeoStem believes that there is a significant need for cell storage services for first responders
and homeland security personnel. In October 2008, NeoStem was advised that it would receive federal funding from the
Department of Defense to evaluate the potential use of adult stem cell therapy for wound healing. It is anticipated that this
research and the related funding will begin in 2009. The funds must be distributed to NeoStem prior to October 2010 and
the budget NeoStem can submit for the project must not exceed $681,000. NeoStem'’s other go-to market strategies
include collaboration with cord blood companies, tissue banks, pharmaceutical companies, concierge medical programs,
executive health plans, regenerative medicine specialists and first responder groups. In April 2007, NeoStem participated
in the founding of The Stem for Life Foundation (the “Foundation”). The mission of the Foundation is to heighten public
awareness and knowledge of the benefits and promise of adult stem cells in treating serious medical conditions. The
Foundation is currently seeking a new executive director.

NeoStem has engaged in various capital raising activities to pursue these business opportunities. In 2007, NeoStem
raised $2,500,000 in gross proceeds through the private sale of NeoStem common stock, warrants and convertible
promissory notes and in August 2007, NeoStem completed a public offering of units consisting of shares of common stock
and warrants to purchase common stock, which raised gross proceeds of $6,350,000. In 2008, NeoStem raised
$2,900,000 in gross proceeds through the private placement of units consisting of shares of common stock and warrants to
purchase common stock. Such capital raising activities have enabled NeoStem to pursue its business plan and begin to
grow its adult stem cell collection and storage business, as well as to pursue acquisition opportunities including the
Merger. However, fully developing NeoStem’s business, particularly defining the optimal marketing and distribution model
and identifying and structuring suitable acquisitions, has taken longer than anticipated. In order to fully develop its
business, NeoStem will require additional capital. In order to move forward certain research and development activities,
strategic relationships in various clinical and therapeutic areas as well as to support activities related to the Agreement and
Plan of Merger (as defined and described below, in the section “Business of NeoStem — Business
Overview — Expansion Into China”), and other ongoing obligations of the Company, in March and February 2009,
NeoStem issued promissory notes (the “RimAsia Notes”) totaling $1,150,000 to RimAsia, a principal stockholder of
NeoStem and CBH. The RimAsia Notes bear interest at a rate equal to 10% per annum and mature on October 31, 2009
except that they mature earlier in the case of an equity financing by NeoStem that raises in excess of $10,000,000.
Accordingly, in connection with NeoStem’s April 9, 2009 closing of an $11,000,000 financing, the RimAsia Notes including
all accrued interest were repaid in full.

In 2008, NeoStem had been actively exploring acquisition opportunities of revenue generating businesses, both
domestically and abroad, including businesses that are synergistic with its current business or additive to its current
business, and in November 2008 entered into the Agreement and Plan of Merger and the Share Exchange Agreement.
NeoStem subsequently elected not to close the Share Exchange Agreement transaction, concluding that it was more
economical to build this business on our own in China. See “NeoStem — Business Overview — Expansion Into China.”
Because certain PRC regulations currently restrict or prohibit foreign-invested entities from holding certain licenses and
controlling businesses in certain industries, NeoStem has created a wholly foreign owned entity (“WFOE”), NeoStem
(China), Inc., in implementing these initiatives in China. The WFOE has established control over the operations of two
limited liability companies in China through a series of contractual arrangements memorialized through several documents
known as variable interest entity documents (collectively, “VIE Documents”).
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NeoStem is pursuing other businesses that are related to its platform business of collection, processing and storage of
adult stem cells which include (i) “medical tourism” due to advanced stem cell therapies developing at a faster pace
outside the United States, (ii) supplying collected stem cells for the conduct of adult stem cell research, (iii) storing excess
cells collected from a patient at oncology transplant centers, and (iv) supplying stem cells for diagnostic and therapeutic
use.

On August 29, 2006, NeoStem'’s stockholders approved an amendment to its certificate of incorporation to effect a
reverse stock split of the NeoStem Common Stock at a ratio of one-for-ten shares and to change its name from “Phase IlI
Medical, Inc.” to “NeoStem, Inc.” On June 14, 2007, NeoStem'’s stockholders approved an amendment to NeoStem’s
certificate of incorporation to effect a reverse split of the NeoStem Common Stock at a ratio of up to one-for-ten shares in
the event it was deemed necessary by the NeoStem Board of Directors in order to be accepted onto a securities
exchange. On July 9, 2007, the NeoStem Board of Directors approved a one-for-ten reverse stock split to be effective
upon the initial closing of NeoStem'’s public offering in order to satisfy the listing requirements of the NYSE Amex. On
August 9, 2007, the reverse split was effective and NeoStem Common Stock commenced trading on the NYSE Amex
under the symbol “NBS.” Accordingly, all numbers in this joint proxy statement/prospectus have been adjusted to reflect
both the one-for-ten reverse stock split which was effective as of August 31, 2006 and the one-for-ten reverse stock split
which was effective as of August 9, 2007.

NeoStem was incorporated under the laws of the State of Delaware in September 1980 under the name Fidelity
Medical Services, Inc. NeoStem’s corporate headquarters is 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. The information on its
website does not constitute a part of this joint proxy statement/ prospectus. NeoStem's information as filed with the
Securities and Exchange Commission is available via a link on its websites as well as at www.sec.gov.

ADULT STEM CELL COLLECTION BUSINESS
What are Stem Cells?

Stem cells are very primitive and undifferentiated cells that have the unique ability to transform into many different
cells, such as white blood cells, nerve cells or heart muscle cells. Stem cells can be found throughout the body, but are
found in higher concentrations in the bone marrow and “mobilized” peripheral blood of adults. Certain processes can cause
the stem cells to leave the bone marrow and enter the blood where they can be collected. NeoStem currently only works
with adult stem cells collected from peripheral blood through a safe, minimally invasive procedure called “apheresis.”

Stem Cells and Regenerative Medicine

NeoStem is developing its business in the adult stem cell field and seeking to capitalize on the increasing importance
NeoStem believes adult stem cells will play in the future of regenerative medicine. The use of adult stem cells as a
treatment option for those who develop heart disease, certain types of cancer and other critical health problems is a
burgeoning area of clinical research today. The adult stem cell industry is a field independent of embryonic stem cell
research. NeoStem believes that embryonic stem cell therapies have certain barriers to development due to political,
ethical, legal and technical issues. Medical researchers, scientists, medical institutions, physicians, pharmaceutical
companies and biotechnology companies are currently developing therapies for the treatment of disease using adult stem
cells. As these adult stem cell therapies obtain necessary regulatory approvals and become the standard of care, patients
will need a service to collect, process and store their stem cells. NeoStem intends to provide this service. According to

Robin Young, a leading medical technology analyst and founder and CEO of RRY Publications who organized the 3rd
Annual Stem Cell Summit held in New York City in February 2008, an increasing number of physicians are incorporating
stem cell therapies into their therapeutic tools. According to Mr. Young, in the past 24 months, over 11,000 people in the
United States had already received stem cell therapies as part of their conventional treatment and he projects that by 2017
there will be 1.973 million annual procedures using stem cell therapies in multiple medical markets, generating annual
revenues of an estimated $8.5 billion.

The Future of Adult Stem Cell Therapies Using Cells Collected from Peripheral Blood

NeoStem currently only works with adult stem cells collected from peripheral blood, as opposed to stem cells derived
or collected through other methods. An article in the February 27, 2008 volume of The Journal
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of the American Medical Association entitled, “ Clinical Applications of Blood-Derived and Marrow-Derived Stem Cells for
Nonmalignant Diseases” studied a broad array of clinical studies conducted between January 1997 and December 2007
and concluded that there was evidence that stem cells harvested from blood or bone marrow do appear to provide
disease-ameliorating effects in certain auto-immune diseases and cardiovascular disorders. The article also highlighted
that the vast majority of human stem cell trials have focused on clinical applications for hematopoietic and/or mesenchymal
stem cells, both of which may be obtained from peripheral blood, bone marrow, or umbilical cord blood and placenta. The
National Institutes of Health lists more than 2,000 clinical trials currently underway investigating adult stem cell use as
potential therapies for a wide-range of diseases, including, cancer, diabetes, heart and vascular disease, and autoimmune
disorders such as lupus, multiple sclerosis and arthritis. More than 700 of these trials relate to autologous use.

NeoStem’s ability to provide adult stem cell collection and storage services to the general population for their future
medical use places NeoStem in a unique position to benefit from the rapidly growing need for autologous, blood-derived
stem cells. NeoStem believes that as clinical understanding of the benefits of blood-derived stem cells grows and
therapies developed from these cells show medical promise, so does the potential value of a personal supply of one’s own
stem cells. With NeoStem’s expanding nationwide network of collection centers, NeoStem is enabling people to donate
and store their own stem cells for their personal use in times of future medical need.

Plan of Operations

NeoStem is engaging in a platform business of autologous adult stem cell collection, processing and storage. NeoStem
believes that as adult stem cell therapies prove efficacious, obtain necessary regulatory approvals and become more and
more widely used, individuals will need the infrastructure, methods and procedures being developed by NeoStem to have
their stem cells safely collected and conveniently stored for future therapeutic use. NeoStem generates revenues from this
platform business as follows:

« collection center fees;

« initial collection of adult stem cells;

¢ processing and storage of adult stem cells (generating recurring revenue); and
e utilization of adult stem cells (when stem cells are used).

NeoStem’s service model creates a source of an individual's stem cells that enables physicians to potentially treat a
variety of diseases and engage in research to progress therapeutic development using adult stem cells. NeoStem derives
fees from collection centers operated by physicians who join its network and anticipates deriving fees from medical
institutions joining its network. Depending on the particular collection center, NeoStem generates revenues through certain
upfront and annual fees from the collection centers in its network, patient collection fees, processing center fees and
storage fees.

NeoStem also sees potential revenues from:

« being a supplier of stem cells for research and clinical trials;
¢ government and military contracts;

¢ Small Business Innovation Research (“SBIR”) grants;

« licensing of technology; and

* medical tourism.

NeoStem had been processing and storing the adult stem cells collected with its processes at its California facility. This
space was sufficient for NeoStem’s past needs but NeoStem recently closed this facility and transfered its processing and
storage operations to state of the art facilities operated by leaders in cell processing. It uses NECC, with whom it entered
into a Master Services agreement and a first statement of work, effective as of August 2007, to provide additional
processing and cryogenic storage to NeoStem at its FDA registered and licensed facility in Newton, Massachusetts (the
“NECC Facility”), to process and store for certain research purposes, and to utilize Progenitor Cell Therapy LLC (“PCT"),
with whom NeoStem entered into a Cell Processing and Storage Customer Agreement on January 9, 2009 (the “PCT
Agreement”), to
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process and store for commercial purposes at the current Good Manufacturing Practices (“*cGMP”) level as well as
research purposes at its California and New Jersey facilities. The cells that had been stored in NeoStem’s California facility
have been moved to PCT’s California facility. These strategic alliances will provide increased processing and storage
capacity, redundancy of storage and an expanded Northeast presence as NeoStem expands its services in the United
States. (See “ — Processing and Storage”).

Marketing and Customers

NeoStem expects to hire a seasoned sales and marketing executive to lead the efforts in embarking on a marketing,
advertising and sales campaign individually and through collaborations with others for the purpose of educating physicians
and potential clients on the benefits of adult stem cell collection and storage. NeoStem’s “Go-To-Market” strategy is to
drive this general awareness. The essence of this strategy is to reach the end-customers as quickly as possible and to
accelerate the adoption curve of NeoStem's service. In this regard and in connection with the opening of the New York City
collection center, NeoStem expects to embark on a Tri-State area public awareness program to inform the general
population, including the 1,200 patients per week who presently receive medical care services from Yaffe, Ruden and
Associates, about the importance of stem cell collection and long term storage. In addition, NeoStem plans to utilize
marketing resources to increase the number of physicians who collaborate with NeoStem in the operation of collection
centers.

NeoStem believes several consumer segments may recognize and experience the long-term benefits from banking
their own stem cells. These include:

« Individuals with a family history of serious diseases that show potential for treatment with stem cell therapies that
are currently under research, e.g., diabetes, heart disease or cancer;

¢ Wellness and regenerative medicine communities;

« Families who have already banked the umbilical cord blood from their newborns;
¢ High net worth and educated consumers; and

« Individuals at high risk for radiation exposure or hazardous materials.

NeoStem is designing its marketing efforts to educate physicians on the benefits both of making stem cell collection
and storage services available to their adult patients and participating in NeoStem’s collection program. NeoStem believes
that individuals will find adult stem cell collection appealing as part of a Bio-Insurance program for the following reasons:

*  Finding a “matching” donor is very difficult;

* The chronic and severe shortage of donated organs and the fact that many people die while on a wait-list for a
donor;

« High rejection rate of stem cells from a donor due to “graft vs. host” disease (40% even if a “perfect match”);
* Risk of transmission of communicable disease;

* Possible reluctance by physicians to collect and use autologous stem cells once a patient is sick because their
bone marrow may have become compromised;

« Effects of age on quantity and quality of stem cells; and
¢ Financing options contribute to affordability.
Company Initiatives
NeoStem’s current initiatives include plans to:
« Strategically expand and develop NeoStem’s network of collection centers;

« Develop strategic initiatives with cord blood companies, tissue banks and pharmaceutical companies;
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¢ Collaborate with academic institutions on licensing opportunities, development of collection centers and provision of
collection services for ongoing clinical trials;

« Develop partnerships with executive health programs, wellness physicians, concierge medical programs, medical
spas and first responder groups;

« Expand NeoStem'’s intellectual property portfolio within the stem cell arena;

« Expand its Government Programs Initiatives, and in this regard has efforts underway targeting key federal and
state agencies as well as congressional committees in order to raise awareness of the benefits of adult stem cell
therapy as a treatment option. In October 2008, NeoStem was advised that it would receive federal funding from
the Department of Defense to evaluate the potential use of adult stem cell therapy for wound healing, currently
anticipated to be in the approximate net amount of $681,000;

¢ Submit grant applications to National Institutes of Health and others to fund NeoStem programs; and
« Expand certain of its operations into China (See “Expansion Into China”).

In April 2007, NeoStem participated in establishing the Foundation. The mission of the Foundation is to heighten public
awareness and knowledge of the benefits and promise of adult stem cells in treating serious medical conditions. The
Foundation is committed to assisting those who protect us. First Responders (Fire, Police, Rescue and Military) are at high
risk for exposure to radiation, burns, wounds and other trauma. The Foundation will help provide resources, not just for
those emergency workers, but also to other individuals who become chronically ill and will be in need of assistance to
collect, process and store their own stem cells now for use in the future. The Foundation was formed under the
Pennsylvania Not-for-Profit Corporation Law and is intended to qualify as a 501(c)(3) corporation under the Internal
Revenue Code, as amended. Certain members of NeoStem’s management are officers and/or sit on the Board of Trustees
of the Foundation. The Foundation is currently seeking a new executive director.

Adult Stem Cell Collections

During 2008, NeoStem was focused on establishing a nationwide network of collection centers and participating
physicians in certain major metropolitan areas of the United States to drive growth, in addition to exploring acquisition
opportunities of revenue generating businesses.

Initial participants in NeoStem'’s collection center network have been single physician practices who opened collection
centers in California, Pennsylvania and Nevada. Revenues generated by these early adopters have not been significant
and are not expected to become significant. However, these centers have served as a platform for the development of
NeoStem’s business model and today NeoStem is focusing on multi-physician and multi-specialty practices joining its
network in major metropolitan areas but continues to align itself with physicians that have a client base who have indicated
a particular interest in stem cell collection and storage. Toward this end, NeoStem has signed collection agreements as
follows:

« Anagreement in June 2008 for a New York City stem cell collection center to be opened by Bruce Yaffe, M.D.,
Yaffe, Ruden and Associates. This facility received a provisional license from the New York State Department of
Health in September 2008 and became operational in November 2008. This practice is comprised of over 20
physicians and physician’s assistants and treats over 1,200 patients per week.

* An agreement in July 2008 for a Santa Monica, California based stem cell collection center to be opened by Stem
Collect of Santa Monica LLC at The Hall Center. This facility became operational in the fall of 2008. The Hall Center
specializes in cutting-edge offerings of “Functional Medicine” — a science-based practice of
medicine — complemented by an array of holistic wellness services.

¢ An agreement with CelVida LLC (“CelVida”) (for more information regarding NeoStem'’s relationship with CelVida,
see below) pursuant to which a Southern Florida stem cell collection center located in Coral Gables, a suburb of
Miami, became operational in September 2008.

* Anagreement with Vincent C. Giampapa, M.D., F.A.C.S., in March 2009, to open a center at the Giampapa
Institute for Anti-Aging Medical Therapy in Montclair, New Jersey. One of the first
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certified anti-aging medical physicians in the world, Dr. Giampapa is Director of the Plastic Surgery Center
Internationale as well as The Giampapa Institute and is renowned for a non-surgical complete facial rejuvenation
procedure that involves the use of adult stem cells.

¢ An agreement in October 2007 to open an adult stem cell collection center with ProHealthcare Associates, one of
the largest and most prominent multi-specialty practices in the region, with over 100 doctors and 500,000 patients.
In January 2008, ProHealthcare Associates received a provisional license from the New York State Department of
Health and became operational. In October 2008, it received its final license.

¢ Anagreement in May 2009 with Primary Caring of Malibu, a concierge practice, which is in the process of
becoming operational.

The terms of NeoStem'’s collection center agreements are substantially similar. NeoStem provides adult stem cell
processing and storage services, as well as management, expertise and other services to the collection center. In each
case, the collection center agrees that NeoStem will be the exclusive provider to it of adult stem cell processing and
storage, management and other specified services. The agreements generally provide for the payment to NeoStem by the
collection center of specified marketing and support fees and annual network services fees, and provide a fee schedule
and the allocation of expenses among the parties. Each of the agreements is for a multi-year period, depending on the
particular center, typically has an automatic renewal for consecutive one year periods at the end of the initial term and may
relate to a territory. The agreements contain insurance obligations and indemnification provisions, limitations on liability
and other standard provisions. NeoStem grants to each 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. The agreements may be terminated upon prior written notice of a
specified period in advance upon certain uncured material breaches of the agreement or, depending on the agreement,
certain other specified occurrences.

With the intention of increasing the number and quality of physician practices joining the collection network, in January
2008, NeoStem entered into a Development Agreement with CelVida, an entity formed by individuals experienced in
recruiting and organizing physicians and their practices, to act as a developer of collection centers to join NeoStem’s
network by finding locations, organizing operating entities and guiding those entities in constructing, equipping, furnishing
and staffing the collection facility. Pursuant to the terms of the agreement, CelVida may from time to time identify to
NeoStem territories in which it proposes performing due diligence to determine the feasibility of locating one or more
centers in the territory. NeoStem may, in its discretion, advise whether CelVida may or may not proceed in the identified
territory and in the event CelVida is authorized to proceed, CelVida has specified time periods in which to complete its due
diligence as to feasibility, organize an operating entity for the center and construct, equip, furnish and staff a center for
operation. So long as these periods are adhered to and subject to NeoStem'’s right to choose at its option not to enter into a
collection center agreement with a proposed entity for a proposed territory, NeoStem will refrain from engaging in
discussions or authorizing any person other than CelVida to take any action to develop a center in the specified territory
(“exclusivity”). In the event CelVida does not complete each of these tasks within the specified period of time, then
CelVida's rights to exclusivity in the territory cease. CelVida is bound by certain confidentiality provisions and non-
competition provisions. The agreement is for an initial term of three (3) years and may be terminated by either party by
giving prior notice to the other party upon their uncured material breach of the agreement. Pursuant to the terms of this
agreement, in January 2008, NeoStem and CelVida signed a collection center agreement with respect to the Miami/Coral
Gables, Florida area.

A 2007 development agreement with Stem Collect LLC was terminated by NeoStem in August 2008.

On December 15, 2006, NeoStem entered into a five year agreement (the “Original HemaCare Agreement”) with
HemacCare Corporation (“HemaCare”) pursuant to which HemaCare agreed to provide NeoStem with collection services
for the procurement of adult stem cells from peripheral blood for the purpose of long-term storage. HemaCare has been
providing services consisting of apheresis collection of adult stem cells from peripheral blood for long-term storage and in
certain circumstances for research purposes. These services typically have been provided at either the HemaCare facility
or at collection centers in NeoStem’s network of
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collection centers, subject to the terms of HemaCare’s license and other regulatory requirements. HemaCare has
operations on the West Coast and parts of the Northeast. Additionally, under the agreement HemaCare agreed to provide
to NeoStem standard operating procedures (“SOPs”") for the collection of peripheral blood progenitor cells to be used by
NeoStem as its own SOPs and has been required to keep these SOPs up to date. NeoStem may continue to use the
SOPs for up to ten years following termination of the agreement, subject to continued payment by NeoStem of a
maintenance fee. These services have been provided to NeoStem on an exclusive basis.

Under the Original HemaCare Agreement, the parties agreed to standard confidentiality obligations during the term of
the agreement and for three years thereafter. The agreement is for a term of five years, subject to earlier termination by
either party, generally upon 180 days’ prior notice. NeoStem will provide to HemaCare payment for such services as set
forth in the agreement, which will be fixed for a 12 month period and may thereafter be increased based on mutual
agreement of the parties.

On February 24, 2009, NeoStem, Hemacare and Coral Blood Services, Inc., a wholly-owned subsidiary of HemaCare
(“CBS") entered into a first amendment to the Original HemaCare Agreement. Under this amendment, CBS will provide
collection services along with HemacCare, each in such states where such entity is currently licensed to operate. The
amendment also provides for a reduced notification period for termination of the Original HemaCare Agreement (generally
from 180 to 90 days), adjusted fees and activities and that each will develop their own standard operating procedures
(“SOPs") and supply the other with all SOP modifications and amendments.

Since NeoStem has been developing its own SOPs for its collection business and has the internal expertise in
apheresis it is considering becoming an independently licensed collector of stem cells to enable it to collect adult stem
cells for storage at the facilities of its network members for those who choose not to become independently licensed as
well as to collect stem cells for research purposes, subject to its receipt of appropriate licenses.

Processing and Storage

NeoStem had been processing and storing the adult stem cells it collects at its California facility. The California facility
had a biologics license from the State of California, which requires a laboratory to be in full compliance with the American
Association of Blood Banks (“AABB”) in order to be licensed. In April 2007, NeoStem received two provisional licenses
from the State of New York for its California facility. The first license permitted NeoStem’s California facility to collect,
process and store hematopoietic progenitor cells (“HPCs") collected from New York residents. The second license
permitted solicitation in New York relating to the collection of HPCs. A third provisional license received in January 2008,
permitted the California facility to collect, process, store and use for medical research HPCs collected from New York
residents. Each license was subject to certain limitations. This space was sufficient for NeoStem’s past needs but not its
current and anticipated future needs. Accordingly, NeoStem closed this facility and transferred its processing and storage
operations to a PCT facility. NeoStem intends to utilize NECC, with whom it entered into a Master Services agreement and
a first statement of work effective as of August 2007 to provide additional processing and cryogenic storage to NeoStem at
its FDA registered and licensed facility in Newton, Massachusetts (the “NECC Facility”), to process and store for certain
research purposes, and to utilize PCT, with whom the Company entered into the PCT Agreement in January 2009, to
process and store for commercial purposes at the cGMP level as well as for research purposes at its California and New
Jersey facilities.

Effective as of August 15, 2007, NeoStem entered into a Master Services Agreement (the “services agreement”) with
NECC, under which NECC will provide processing and cryogenic storage services for adult stem cells (“ASCs”) collected
by NeoStem. This strategic alliance with NECC, one of the country’s largest cryogenic laboratories, will provide increased
processing and storage capacity, redundancy of storage and an expanded Northeast presence as NeoStem expands its
services and physician’s network in the United States. The services agreement is for an initial term of five years, with
automatic renewal for consecutive two year periods at the end of the initial term. The parties will enter into a statement of
work for each specific project to be performed by NECC under the services agreement, with the responsibilities of the
parties, specific fees for processing and cryogenic storage and expense reimbursement to be agreed upon in each
statement of work. The services agreement contains standard confidentiality and mutual indemnification provisions.
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NeoStem generally retains the rights to all inventions and intellectual property developed during the course of performance
of a project under the services agreement, and NECC is bound by certain non-competition provisions during the term of
the services agreement and for two years thereafter. Either party may terminate the services agreement upon 180 days’
written notice prior to the end of then current term, or at any time upon certain uncured events of default. NECC wiill
continue to store ASCs for not less than 12 months from the date of any termination so as to enable NeoStem to make
appropriate arrangements for replacement of processing and storage services. Effective as of August 15, 2007, the parties
have entered into the first statement of work under the services agreement pursuant to which NECC is to provide
processing and cryogenic storage at the NECC Facility. NECC received a license from the State of New York to process,
store and use for research HPCs collected from New York residents; however, a hew license is needed due to a change of
the medical director at the facility and we are advised that this new license is in process.

On October 15, 2008, effective as of October 1, 2008, the parties entered into the second statement of work (“Second
SOW") under the services agreement to establish at the NECC Facility research and development capabilities for
NeoStem. As discussed, NeoStem first entered the research and development arena through its acquisition from the
University of Louisville of a worldwide exclusive license to an early-stage technology to identify and isolate rare stem cells
from adult human bone marrow, called VSEL (very small embryonic-like) stem cells. The Second SOW related to the use
by NeoStem of shared laboratory space and equipment at the NECC Facility to perform company independent research as
well as isolation and processing of VSELSs. It also related to research and development services that may be requested by
NeoStem from New England Cell Therapies and Applied Research (“NECTAR?”), a division of NECC, from time to time at
the NECC Facility, and the use by NeoStem of certain administrative space next to the NECC Facility. The Second SOW
calls for a monthly rental fee to be paid to NECTAR for the shared laboratory space and the administrative space, of
$5,000 for the first twelve months and $6,000 per month thereafter. Services of NECTAR technical and scientific personnel
and equipment, is available for a specified fee. NeoStem also has the right to open an adult stem cell collection center at
the NECC Facility upon receipt of applicable regulatory approval, subject to the agreement of the parties on appropriate
space. NeoStem will be responsible for all costs involved in opening and operating any such collection center and for
regulatory compliance. The Second SOW also provides for NECTAR'’s use of certain of NeoStem’s equipment and
scientific and technical personnel for specified fees. The Second SOW has a term of two years and may be earlier
terminated by either party upon 180 days’ prior written notice. The services agreement is for an initial term of five years,
with automatic renewal for consecutive two year periods at the end of the initial term. In September 2009, NeoStem
entered into the lease for the Cambridge Laboratory. NeoStem has provided notice to NECC of termination of the Second
SOW effective the end of 2009.

On January 9, 2009, NeoStem entered into the PCT Agreement with PCT. Under the PCT Agreement, PCT wiill
provide to NeoStem autologous adult stem cell processing and storage services utilizing cGMP standards. Such services
will be provided at both PCT’s California and New Jersey facilities. NeoStem agrees to use PCT for processing and
storage services for commercial purposes on an exclusive basis commencing with such time as PCT completes certain
preliminary services and is ready and able to start the processing and storage services as required by the agreement. PCT
agrees to provide to NeoStem stem cell processing and long term storage services for NeoStem’s business on an
exclusive basis. Prior to commencing these services, PCT agrees to provide certain preliminary services consisting of
technology transfer and protocol review and revision to ensure that the processing and storage services are cGMP
compliant. The agreement sets forth agreed upon fees for the delivery of the services as well as providing for a one-time
payment of $35,000 for the preliminary services which has been paid. The agreement is for a four year term, subject to
earlier termination on 365 days notice as set forth in the agreement.

On March 6, 2009, NeoStem and PCT expanded PCT's services under the PCT Agreement to include its developing a
plan to set up a stem cell processing, storage and manufacturing operation in Beijing, China that NeoStem would pursue
in partnership with an off-shore entity. This plan would support research and cell therapy development and manufacturing
operations. The plan will include a conceptual architectural design, cost estimates for construction, facility validation to
meet cGMP standards, equipment requirements and estimated costs of equipment procurement, and other related
matters. The plan is required to be completed by April 17, 2009, subject to PCT having received the technical information
reasonably necessary to complete the
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plan. PCT's fees for this work will be $100,000 (of which $50,000 was paid in March 2009 upon the effectiveness of the
agreement) plus expenses.

Industry and Geographical Segmental Information

As a result of NeoStem’s acquisition of substantially all the assets and operations of NS California on January 19,
2006, NeoStem had operations in two segments through March 2007. One segment is the collection, processing and
banking of adult stem cells and the other segment was the “run off” of its sale of extended warranties and service contracts
via the Internet. This “run-off” of warranty and service contracts was completed in March 2007. To date, NeoStem’s
operations have been conducted in only one geographical segment. For further financial information regarding segments,
please see the financial statements and notes thereto included elsewhere in this joint proxy statement/prospectus.

Acquisition of NS California, Inc.

On January 19, 2006, NeoStem, through a wholly-owned subsidiary, consummated its acquisition of the assets of NS
California relating to NS California’s business of collecting, processing and storing adult stem cells, pursuant to an Asset
Purchase Agreement dated December 6, 2005. The purchase price consisted of 50,000 shares of NeoStem Common
Stock, plus the assumption of certain enumerated liabilities of NS California and liabilities under assumed contracts.
NeoStem also entered into employment agreements with NS California’s chief executive officer and one of its founders as
part of the transaction. NS California was incorporated in California in July 2002, and from its inception through the
acquisition by NeoStem was engaged in the sale of adult stem cell banking services. In October 2003, NS California
leased laboratory space in a research facility at Cedars Sinai Hospital in California and entered into an agreement with a
third party to provide adult stem cell collection services. By December 2003, NS California had outfitted its laboratory with
equipment for processing, cryopreservation and storage of adult stem cells. In May 2004, after a validation process and
inspection and approval by the State of California, NS California received a biologics license and commenced commercial
operations. In January 2005, NS California moved its adult stem cell processing and storage facility to Good Samaritan
Hospital in California. NS California was compelled to cease operations because it did not have sufficient assets to
complete the revalidation of the new laboratory and NS California’s biologics license was suspended. In October 2005, NS
California restarted the validation of the laboratory at Good Samaritan Hospital, and on May 29, 2006 NeoStem was issued
a new biologics license from the State of California. Pursuant to the Asset Purchase Agreement, NS California was
obligated to return to NeoStem (out of the 50,000 shares of NeoStem Common Stock issued) 167 shares per day for each
day after February 15, 2006 that such biologics license had not been issued up to a total of 10,000. NS California has
returned 10,000 shares to NeoStem.

Prior Relationship with NS California

On March 31, 2004, NeoStem entered into a joint venture agreement to assist NS California in finding uses of and
customers for NS California’s services and technology. NeoStem'’s initial efforts concentrated on developing programs
utilizing NS California’s services and technology through government agencies. That agreement was terminated as a
result of the NS California acquisition. On September 9, 2005, NeoStem signed a revenue sharing agreement with NS
California pursuant to which NeoStem had agreed to fund NS California certain amounts to pay pre-approved expenses
and other amounts based on a formula relating to NeoStem'’s ability to raise capital. Once funded, NS California would pay
NeoStem monthly based on the revenue generated in the previous month with a minimum payment due each month. That
agreement was terminated as a result of the NS California acquisition.

RESEARCH AND DEVELOPMENT; THERAPEUTICS MARKETPLACE; EXPANSION INTO CHINA

In addition to NeoStem’s platform business of collecting, processing and storing adult stem cells from the peripheral
blood, NeoStem entered the research and development arena through its acquisition from the University of Louisville of
the worldwide exclusive license to the VSEL technology.

Acquisition of VSEL ™ Technology

On November 13, 2007, NeoStem entered into an acquisition agreement with UTEK Corporation (“UTEK”") and Stem
Cell Technologies, Inc., a wholly-owned subsidiary of UTEK (“SCTI"), pursuant to
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which NeoStem acquired all the issued and outstanding common stock of SCTI in a stock-for-stock exchange. Pursuant to
a license agreement (the “License Agreement”) between SCTI and the University of Louisville Research Foundation
(“ULRF"), SCTI owns 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 (the “Sponsored
Research Agreement” or “SRA”) with ULRF under which NeoStem will support 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 Graham Brown Cancer Center at the University of Louisville. Certain early obligations of NeoStem under the
License Agreement and the SRA were paid for by funds supplied by UTEK to SCTI prior to the acquisition. In consideration
for the acquisition, NeoStem issued to UTEK 400,000 unregistered shares of its common stock for all the issued and
outstanding common stock of SCTI.

Very small embryonic-like stem cells have many characteristics typically found in embryonic stem cells, including the
ability to differentiate into specialized cells found in different types of tissue that would be able to interact with the specific
organ in order to repair degenerated, damaged or diseased tissue (the three “Ds” of aging). NeoStem has the ability to
harvest and cryopreserve these cells from individual patients, setting the stage for their use in personalized regenerative
medicine. If these cells can be expanded from individual patients and their potential to develop into different types of
tissue cells maintained, it would represent a significant step toward overcoming the two major limitations in the
development of stem cell therapies today, the ethical dilemma regarding use of embryonic stem cells and the
immunological problems associated with using cells from a third party donor.

Under the License Agreement, SCTI agreed to engage in a diligent program to develop the VSEL technology. Certain
license fees, milestone payments and royalties, and specified payments in the event of sublicensing, are to be paid to
ULRF from SCTI, and SCTI is responsible for all payments for patent filings and related applications. The License
Agreement has an initial term ending the later of (i) 20 years and (ii) the last to expire patent claim. 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. 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. The License
Agreement calls for the following specific payments: (i) reimbursement of $29,000 for all expenses related to patent filing
and prosecution incurred before the effective date of the license agreement (the “License Effective Date”) (all of which has
been paid); (ii) a non-refundable prepayment of $20,000 creditable against the first $20,000 of patent expenses incurred
after the License Effective Date, due upon commencement of research under the SRA, which will occur upon institutional
review board (“IRB”) approval and receipt of samples; (iii) a non-refundable license issue fee of $46,000, due upon
commencement of research under the SRA,; (iv) a non-refundable annual license maintenance fee of $10,000 upon
issuance of the licensed patent in the United States; (v) a specified royalty percentage on net sales; (vi) specified
milestone payments and (vii) specified payments in the event of sublicensing. Pursuant to a February 2009 amendment to
the License Agreement the payments under (ii) and (iii) became due and were paid in March 2009. To date, NeoStem has
paid: (i) $29,000 for reimbursement of all expenses related to patent filing and prosecution incurred prior to the License
Effective Date; (ii) a nonrefundable prepayment of $20,000 creditable against the first $20,000 of patent expenses
incurred after the License Effective Date; and (iii) a nonrefundable license issue fee equal to $46,000.

SCTI has the right to sublicense the VSEL ™ technology in accordance with the terms of the License Agreement. The
License Agreement also sets forth the parties’ rights and obligations with regard to patent prosecution, including that SCTI
will take the lead in connection therewith. SCTI can terminate the License Agreement for any reason upon 60 days’ prior
written notice, and either party can terminate upon 30 days’ prior written notice upon certain uncured material breaches of
the agreement or immediately upon certain bankruptcy related events. 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
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and maintenance of any patents thereunder. ULRF retained the right under the License Agreement to license and practice

the VSEL™ technology for noncommercial purposes only, such as education, academic research, teaching and public
service, and also retained the right of publication subject to certain confidentiality limitations and prior review by SCTI.

Although the funds obtained through the acquisition of SCTI funded certain early obligations under NeoStem’s
agreements relating to the VSEL technology, substantial additional funds will be needed and additional research and
development capacity will be required to meet its development obligations under the License Agreement and develop the

VSEL™ technology. NeoStem has applied for Small Business Innovation Research (SBIR) grants and may also seek to
obtain funds through applications for other State and Federal grants, grants abroad, direct investments, strategic
arrangements as well as other funding sources to help offset all or a portion of these costs. It is seeking to develop
increased internal research capability and sufficient laboratory facilities or establish relationships to provide such research
capability and facilities. In this regard, in July 2008 NeoStem hired a Director of Stem Cell Research and Laboratory
Operations and in October 2008 it entered into the Second SOW with NECC which, among other things, related to the use
by NeoStem of shared laboratory space and equipment at the NECC Facility to perform company independent research as
well as isolation and processing of VSELs. More recently, NeoStem has hired additional research personnel and in
September 2009, NeoStem entered into the lease for the Cambridge Laboratory. NeoStem has provided notice to NECC
of termination of the Second SOW effective the end of 2009. This facility will serve as NeoStem’s independent research
and development headquarters at which it intends to further define and develop NeoStem’s technologies. The Cambridge
Laboratory will focus on expanding the current VSEL technology know-how and other stem cell technologies by
performing detailed characterization, purification and expansion of stem cells. Furthermore, the laboratory will characterize
and develop various adult stem cells including VSEL stem cells in the apheresis product for therapeutic and diagnostic
purposes.

VSEL™ Technology Research Program

Concurrently with the License Agreement, NeoStem entered into the Sponsored Research Agreement with ULRF (the
“SRA"). Pursuant to the SRA, NeoStem will support additional research relating to the VSEL technology to be carried out
in the laboratory of Dr. Ratajczak as principal investigator. In return, NeoStem will receive the exclusive first option to
negotiate a license to the research results. Under the SRA, NeoStem agrees to support the research as set forth in a
research plan in an amount of $375,000. Such costs are to be paid by NeoStem in accordance with a payment schedule
which sets forth the timing and condition of each such payment over a two and one-half year period which commences
with the commencement of the research, as follows: (i) $100,000 (for which there was originally a $50,000 credit) upon
receipt of all approvals and stem cell specimens on which to perform the research (the “First Payment Date”); (ii) $100,000
on the first yearly anniversary of the First Payment Date; (iii) $75,000 on the second yearly anniversary of the First
Payment Date; and (iv) $25,000 upon the achievement of each of four specified milestones. In October 2008, the SRA was
amended to provide for certain additional research to be conducted as work preliminary to the first research aim under the
SRA (“Pre-Aim 1"), for which approximately one-half of the $50,000 credit was utilized to pay the fee. Pre-Aim 1 was
completed in November 2008. In May 2009, the parties entered into a second amendment to the SRA (“Amendment No.
2"). Pursuant to Amendment No. 2, the scope and cost of the research was modified. The cost to NeoStem of the research
under this new modified plan is $120,859 and NeoStem is receiving a credit towards these costs in the amount of
approximately $25,000. NeoStem is also supporting the costs of a post doctoral fellow in the laboratory of Dr. Ratajczak. In
addition to the research NeoStem is currently funding at the University of Louisville, NeoStem is also in discussions
relating to other research to generate data relating to other clinical applications of very small embryonic-like stem cells,
including neural, cardiac and ophthalmic, to expand NeoStem'’s research efforts and maximize the value of this technology.

Under the SRA, ULRF retains the rights to intellectual property developed by its employees in performance of the

research relating to the VSEL™ Technology, and NeoStem and ULRF jointly own intellectual property developed jointly by
employees of ULRF and NeoStem in performance of the research. So long as NeoStem continues to support and fund the
filing of patent applications and other intellectual property protection for the same, NeoStem has the first option to
negotiate for an exclusive, worldwide commercial license to ULRF’s interest in any such developed or jointly developed
intellectual property. The SRA also establishes
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rates for royalties and revenue sharing between the parties in the event no license agreement is executed with regard to
joint intellectual property but one party chooses to develop or license it to a third party.

Certain of SCTI's diligence obligations with respect to developing the VSEL technology commence upon receipt of
these cell specimens. Either party may terminate the SRA if Dr. Ratajczak is unable to perform the research and an
acceptable successor is not available, or if required approval of a review committee at the University of Louisville or ULRF
is not given or is withdrawn. NeoStem may terminate the SRA upon 90 days’ written notice to ULRF and either party may
terminate the SRA on 30 days’ written notice in the event of uncured defaults or breaches.

In September 2009 NeoStem was notified of its award of a $108,746 Grand Opportunities (GO) grant under the
American Recovery and Reinvestment Act (RRA) of 2009 from the National Institute of Arthritis and Musculoskeletal and
Skin Diseases (NIAMD) of the National Institutes of Health (NIH) for the Repair of boney defects by human stem cells. This
award will fund studies to investigate the capacity of VSELSs to form bone in an animal model and regenerate bone.

Regenerative Procedures with Stem Cell Applications; Other Licensing Arrangements

In February 2009, NeoStem entered into a License Agreement with Vincent Giampapa, M.D., F.A.C.S. pursuant to
which NeoStem acquired a world-wide, exclusive, royalty bearing, perpetual and irrevocable license, with the right to
sublicense, to certain innovative stem cell technology and applications for cosmetic facial and body procedures and skin
rejuvenation. In January 2009, Dr. Giampapa entered into a three year consulting agreement with NeoStem to serve as a
consultant in anti-aging. As part of his agreement, he agrees to travel to China a minimum of three times per year for the
purpose of educating, training and assessing medical staff.

In order to advance its regenerative medicine business abroad and expand its expertise into a new area, effective
March 2009, NeoStem entered into a License Agreement with Regenerative Sciences, LLC (“RSI”), pursuant to which
NeoStem acquired an exclusive, royalty bearing, perpetual and irrevocable license, with the right to sublicense, for the
Asia territory, to use an innovative process that rapidly grows a patient’s own adult stem cells to treat a variety of
musculoskeletal diseases. The licensed procedure has been developed by RSI, a Colorado-based company focused on
developing a medical procedure for the treatment of chronic orthopedic conditions. In addition, effective March 2009,
NeoStem and RSI entered into a three year consulting agreement whereby RSI will provide to NeoStem consulting
services in the area of stem cell therapy in orthopedics for the development of business in Asia.

In April 2009, NeoStem entered into a License Agreement with Vincent Falanga, M.D., pursuant to which NeoStem
acquired a world-wide, exclusive, royalty bearing license, with the right to sublicense, to certain innovative stem cell
technology and applications for wound healing, continuing until the later of ten years from the first commercial sale or the
last to expire patent claim.

On May 14, 2009, NeoStem announced that it signed an agreement with Ceres Living, Inc. (“Ceres”), a subsidiary of
Promethean Corporation. Ceres is a direct marketing company that, in connection with a leading nutritional laboratory and
NeoStem’s scientists and Advisory Board members, developed AIO Premium Cellular Health, a liquid nutritional
supplement based on certain “Nutraceuticals” which have been shown to optimize stem cell functions. Pursuant to the
agreement, NeoStem will provide Ceres with certain scientific literature and access to its scientific personnel. NeoStem
and the Stem for Life Foundation will receive a portion of the proceeds from each sale”. An ingredient used in the
nutritional supplement is polygonum cuspidatum which is chemically known as -3,5,4'-trihydroxystilbene (cas no. 501-36-
0). This ingredient is commonly called Resveratrol. We have been advised by counsel that counsel has investigated
whether Resveratrol is a new dietary ingredient for which a New Dietary Ingredient notification must be submitted to the
FDA under the Dietary Supplement Health and Education Act (DSHEA). Under that law a new dietary ingredient is one
that was not marketed in the United States before October 15, 1994. 21 U.S.C. 8350b(c). By contrast, an “old” dietary
ingredient is a dietary ingredient that was marketed in the United States before October 15, 1994. Id. Counsel has advised
it has found credible evidence that Resveratrol was marketed and present in the United States food chain prior to October
15, 1994 and is preparing a memorandum of law in support thereof. Therefore, Resveratrol is not a ‘new dietary ingredient’
under DSHEA and is not subject to premarket notification as a ‘new dietary ingredient’. 21 C.F.R. §190.6.
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In June 2009, NeoStem signed an agreement (the “Network Agreement”) with Enhance BioMedical Holdings Limited
(“Enhance BioMedical”), a Shanghai corporation and following approval of NeoStem Proposals No. 1 and 6 a beneficial
owner of approximately 19.8% of NeoStem, to develop a stem cell collection and treatment network using NeoStem’s
proprietary stem cell technologies in Shanghai, Taiwan as well as the Chinese provinces of Jiangsu, Zhejiang, Fujian,
Anhui and Jiangxi. Enhance BioMedical is a subsidiary of Enhance Holding Corporation, a multinational conglomerate with
successful businesses in various market sectors including healthcare. Enhance BioMedical recently invested $5 million in
the April 2009 Private Placement. Enhance BioMedical has healthcare provider relationships with numerous hospitals and
doctors in Taiwan and Shanghai, as well as in the five provinces in China to which the Network Agreement relates.
Enhance BioMedical operates the Anti-Aging and Prevention Medical Center in Taipei, Taiwan, with facilities focused on
stem cell research and development and anti-aging therapies. Under the Network Agreement, Enhance BioMedical is
given the exclusive rights to utilize NeoStem’s proprietary adult stem cell technologies identified by NeoStem from time to
time to provide adult stem cell services and therapies in the Asian territory. NeoStem will arrange for training Enhance
BioMedical staff in the proprietary knowledge, technology and operating procedures to provide Enhance BioMedical clients
with these services. In return, NeoStem is entitled to a six figure technical assistance fee. NeoStem also will be entitled to a
stated royalty on gross revenues generated by Enhance BioMedical from providing the NeoStem stem cell services for the
duration of the renewable 10 year Network Agreement and also may receive other fees in connection with assisting in the
launching of the network.

INTELLECTUAL PROPERTY

NeoStem is seeking patent protection for its technology. NeoStem acquired and is prosecuting one pending U.S.
patent application which had been filed by NS California. This patent application is directed to a process by which stem
cells from the bone marrow are mobilized, isolated from adult peripheral blood and stored. In addition, NeoStem has filed a
patent application directed to low-dose, short course, cytokine induction of stem cell mobilization.

Pursuant to the License Agreement, SCTI acquired from ULRF the exclusive, world-wide license to patent applications
and know-how relating to very small embryonic-like stem cells. Patent applications are pending in the U.S., China and
Europe. These patent applications relates specifically to a method of isolating and using very small embryonic-like stem
cells. SCTI also received a license under the License Agreement to unpatented inventions and discoveries contained in
certain manuscripts relating to transplantation and mobilization of these cells in certain circumstances, which has been
pursued in subsequently filed provisional patent applications.

Pursuant to a license agreement between NeoStem and Vincent Giampapa, M.D., F.A.C.S., NeoStem has acquired an
exclusive, world-wide license to a granted US patent, patent applications and know-how relating to methods and
compositions for the restoration of age-related tissue loss.

Pursuant to a license agreement between NeoStem and Vincent Falanga, M.D., F.A.C.P., NeoStem has acquired an
exclusive, world-wide license to a granted US patent application and corresponding PCT application and know-how
relating to the use of autologous mesenchymal stem cells to treat wounds.

Pursuant to a license agreement between NeoStem and Regenerative Sciences, LLC, NeoStem has acquired an
exclusive license to a patent application pending in Hong Kong and the right to file additional patent applications
throughout Asia, as well as an exclusive license to know-how, all relating to the isolation and use of mesenchymal stem
cells in orthopedic indications.

There can be no assurance that any of NeoStem’s patent applications will issue as patents or should patents issue that
they will not be found invalid. The patent position of biotechnology companies generally is highly uncertain and involves
complex legal, scientific and factual questions.

GOVERNMENTAL REGULATION

For a description of matters relating to governmental regulation, please see “Risk Factors — Risks Relating to
NeoStem'’s Business — We operate in a highly regulated environment, and NeoStem’s failure to comply with applicable
regulations, registrations and approvals would materially and adversely affect our business,” “Risk Factors — Risks
Relating to NeoStem’s Business — Our adult stem cell collection, processing and
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storage business was not contemplated by many existing laws and regulations” and “Risk Factors — Risks Relating to
NeoStem'’s Business — Our new research and development activities present additional risks.”

COMPETITION

For a description of matters relating to competition, please see the following Risk Factors contained in the “Risk
Factors — Risks Relating to NeoStem'’s Business” section of this joint proxy statement/prospectus: “Our new research and
development activities present additional risks,” “The stem cell preservation market has and continues to become
increasingly competitive,” and “We may face competition in the future from established cord blood banks and some
hospitals.”

EXPANSION INTO CHINA

NeoStem has explored multiple alternatives and believes that China affords the best opportunity for it to expand
revenues rapidly and accelerate research and development activities. In that vein, after a year of evaluating opportunities,
on November 2, 2008, NeoStem signed the definitive Agreement and Plan of Merger that is the subject of NeoStem and
CBH'’s Proposal No. 1 of this joint proxy statement/prospectus. Pursuant to the Merger Agreement, NeoStem will establish
a separate pharma division by acquiring a 51% ownership interest in Suzhou Erye Pharmaceuticals Company, Ltd.
(“Erye”), which had gross revenues in 2008 of approximately $50 million, through the merger of CBH, which currently holds
a 51% ownership interest in Erye, with and into CBH Acquisition LLC (“Subco”), a wholly-owned subsidiary of NeoStem.
Separately, beginning in 2009, we embarked on other activities to expand our operations into the PRC through a stem cell
division that will be in place of closing on a transaction that also is described in NeoStem’s Current Report on Form 8-K
filed on November 6, 2008 whereby the NeoStem through a Share Exchange Agreement would acquire rights in
Shandong New Medicine Research Institute of Integrated Traditional and Western Medicine Limited Liability Company.
NeoStem has terminated this agreement.

A schematic of the structure of the China initiatives follows:
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Pharma Division

Suzhou Erye

Stem Cell Division

— Treatment

— Storage

— Cosmetic/ Anti-aging

— R&D

The rationale behind NeoStem'’s expansion into China is to accelerate stem cell therapy, research and development
and creation of intellectual property positions in an environment that is more readily accepting of stem cell therapies.
These initiatives will be led by U.S. researchers and physicians in collaboration with experts in the PRC for each clinical
indication to be pursued. China has a large population with a rapidly growing middle and upper class who are becoming
focused on regenerative medicine and can afford such services. We believe that a collaboration involving these two
countries will create commercial, financial and scientific opportunities. The NeoStem stem cell future business model in
China can be broken down as follows:

¢ Treatment

Through its efforts in the US, NeoStem is building a pipeline of stem-cell based regenerative medicine therapies for a
variety of conditions including:

° Orthopedic Conditions

* Use of Regenexx regenerative medicine therapies using autologous mesenchymal stem cells extracted from
bone marrow for the treatment of various orthopedic conditions.

« Conditions that can be treated include a variety of orthopedic conditions including osteoarthritis, meniscus
tears of the knee, avascular necrosis and bulging lumbar discs, amongst others.

« NeoStem believes that China has a large potential market for these treatments, as evidenced by recent
news reports indicating that there are between 80 — 100 million sufferers of arthritis alone.
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« NeoStem is in the process of implementing plans to build an initial network of hospitals to offer these
orthopedic treatments in China, with the collaboration with Wendeng Hospital (as described below) to be the
first of such hospitals.

NeoStem is also developing a further pipeline of additional regenerative therapies, with the intention to bring
these into the China market over the next few years.

In addition to expansion of the range of conditions, NeoStem also intends to tap the recent medical tourism
phenomenon. Preliminary review indicates that there is a sizeable appetite for stem cell based medical tourism.

e Storage

o

Collection, processing and cryogenic preservation and storage of adult stem cells from peripheral blood for
potential future regenerative medical treatment.

NeoStem expects that its core business in the US will be able to leverage its operating and technical expertise in
this area to accelerate the establishment of a world-class storage operation adhering to international best
practices and standards.

As it is anticipated that the source of the autologous stem cells would come from many of NeoStem'’s proposed
regenerative therapies and cosmetic/anti-aging services, it is anticipated that the storage business will be a
cornerstone of NeoStem'’s strategy in China.

¢ Cosmetic & Anti-Aging

o

o

This business unit will offer stem cell based treatments for cosmetic and anti-aging applications

One of the key initial products is anticipated to be the autologous adult stem cell based skin rejuvenation therapy
as demonstrated by Dr. Giampapa in January, 2009 at the 2009 International Stem Cell Technology and
Applications Summit in Qingdao, China.

Through the efforts of Dr Giampapa and other US experts, NeoStem also intends to develop and launch a range
of other cosmetic and anti-aging applications.

In addition to the stem cell based therapies, NeoStem anticipates distributing ancillary health supplements and
nutriceutical products.

These therapies are anticipated to initially be provided through the facilities at the Second Sanatorium (as further
described below).

* R&D

o

(o]

o

Commercial development on NeoStem’s VSELTM technology with NeoStem and its US R&D partner, the

University of Louisville, the institution at which the VSEL technology was developed and at which research with
NeoStem is continuing.

As part of its efforts to spearhead the introduction of cutting edge stem cell treatment therapies in China,
NeoStem is also in the process of establishing collaborative agreements with a number of leading domestic
Chinese research institutes in order to provide a further boost to translational research activities in the US.

To support the onshore translational research activities, NeoStem is pursuing the establishment of a dedicated
R&D facility in Beijing.

The above initiatives are illustrated by the following developments:

In February 2009, NeoStem entered into a License Agreement with Vincent Giampapa, M.D., F.A.C.S. pursuant to
which the NeoStem acquired a world-wide, exclusive, royalty bearing, perpetual and irrevocable license, with the right to
sublicense, to certain innovative stem cell technology and applications for cosmetic facial and body procedures and skin
rejuvenation. In January 2009, Dr. Giampapa entered into a three year consulting agreement with NeoStem to serve as a
consultant in anti-aging. As part of his agreement, he agrees to travel to China a minimum of three times per year for the
purpose of educating, training and assessing
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medical staff. In January 2009, on behalf of the Company Dr. Giampapa traveled to China and presented and
demonstrated some of his skin rejuvenation techniques using autologous adult stem cells at the 2009 International Stem
Cell Technology and Applications Summit in Qingdao, China. His demonstrations were televised by China Central
Television (CCTV), attracting wide public interest as well as professional interest from the Summit’s audience of leading
stem cell practitioners.

In March 2009, NeoStem entered into a License Agreement with Regenerative Sciences, LLC, granting NeoStem an
exclusive, royalty bearing, perpetual and irrevocable license, with the right to sublicense, to innovative and patented stem
cell technology and applications in relation to the application of regenerative stem cell techniques to orthopedic indications.
In addition to this licensing agreement, Dr. Chris Centeno, the CEO of Regenerative Sciences, LLC, entered into an
agreement with Neostem in May, 2009, to provide consulting services in the area of Stem Cell Therapy in Orthopedics.
Pursuant to the terms of this agreement, Dr. Centeno will travel to China a minimum of three times a year for the purposes
of selecting a suitable domestic PRC partner hospital, and for assessing and training medical staff in relation to the
provision of stem cell therapies for orthopedics, and will conduct training for NeoStem staff at Regenerative Sciences,
LLC's facilities in Colorado.

On April 23, 2009, NeoStem entered into a Consulting Agreement with Shandong Life Science and Technology
Research Institute (“SLSI"), of which Ms. Cai Jiangian is President. Ms. Cai Jiangian became aquainted with NeoStem
through her son Chris Peng Mao, CEO of CBH. Ms. Cai is also a stockholder of CBH. Through SLSI, Ms. Cai Jiangian will
provide consulting services to NeoStem in the area of business development, strategic planning and government affairs in
the healthcare industry in the PRC, including the introduction of NeoStem to hospitals and medical practices within the
PRC to advance NeoStem's strategic relationships. In return, NeoStem will pay SLSI an annual fee of $100,000 and issue
SLSI an aggregate of 250,000 warrants under the NeoStem, Inc. 2009 Non-U.S. Based Equity Compensation Plan (the
“2009 Non-U.S. Plan”), to become exercisable over approximately a two year period. In July 2009, in connection with
NeoStem'’s determination to terminate its acquisition transaction with SRC in favor of independently building out its stem
cell business in China, NeoStem expanded its relationship with SLSI to provide for additional commitments from SLSI. In
return, NeoStem has agreed to grant to SLSI an additional 100,000 shares under its 2009 Non-U.S. Plan. Grants under
the 2009 Non-U.S. Plan will be subject to, among other things, stockholder approval of the 2009 Non-U.S. Plan at the
NeoStem Special Meeting and applicable law including any required registration in the PRC. For further information
regarding the proposed adoption of the 2009 Non-U.S. Plan, see NeoStem Proposal No. 7 of this joint proxy statement/
prospectus. For biographical information on Ms. Cai Jiangian, see “Management of the Combined Company After the
Merger — Significant Advisors.”

In June 2009, Qingdao Niao Bio-Technology Ltd. (“Qingdao Niao” or “LLC1") entered into a three year co-operation
agreement with the Qingdao Second Sanatorium of Jinan Military Command (“Second Sanatorium”). As both a leading
comprehensive hospital within the PLA network and as one of the principal healthcare centers in charge of ensuring the
well-being of senior and retired military officials in China, Qingdao Second Sanatorium is a key player within the domestic
anti-aging and cosmetics arena. Qingdao Niao intends to collaborate with Second Sanatorium to offer both stem cell based
therapies for a variety of conditions as well as stem cell based anti-aging and cosmetics therapies.

In June 2009, Qingdao Niao entered into a co-operation agreement with Shandong Wendeng Orthopedic Hospital
(“Wendeng Hospital”) to conduct and develop clinical research and the clinical application of autologous stem cells for the
treatment of a variety of orthopedic conditions for a term of five years. Wendeng Hospital is considered to be one of the
leading specialist orthopedic hospitals in China, with close to 90% of their inpatient capacity dedicated to orthopedic cases.
Qingdao Niao intends to establish its first onshore patient treatment facility in collaboration with Wendeng Hospital. Our
relationship with Qingdao Niao is described below.

In addition to the above-mentioned stem cell initiatives undertaken by NeoStem, on June 15, 2009, NeoStem signed a
ten-year, exclusive, royalty bearing agreement with Enhance BioMedical Holdings Limited (“Enhance”) to provide Enhance
with the training, technical, and other assistance required for Enhance to offer stem cell based therapies in Taiwan,
Shanghai, and five other provinces in eastern China including
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Jiangsu, Zhejiang, Fujian, Anhui and Jiangxi. This agreement also gives NeoStem the option to acquire up to a 20% fully
diluted equity interest in Enhance for a period of five years. NeoStem will receive certain milestone payments as well as be
entitled to a stated royalty on the revenues derived from Enhance’s offering these stem cell based therapies.

The Company recently learned of an apparent effort by Dr. Taihua Wang, Shandong New Medicine’s principal, to
promote NeoStem'’s proprietary VSEL technology as his own in China. This has included, among other things, the
establishment of at least two live websites on which Dr. Wang makes certain claims with respect to the VSEL technology
on behalf of his new company, the World Anti-aging Organization Co., Ltd. (WAO), founded in 2008. NeoStem is analyzing
the websites, as well as the available facts and circumstances surrounding Dr. Wang's efforts and while NeoStem has no
reason to believe that Dr. Wang has any VSEL technology or has used any NeoStem proprietary information and a review
of the websites supports this belief, NeoStem nonetheless is reviewing appropriate legal remedies both in the US and
abroad.

All of the activities above are designed to broaden the scope of NeoStem’s operations and to enter into the arena of
advanced stem cell and regenerative medicine therapies in the United States and China. While NeoStem continues to
pursue its platform business of operating a commercial autologous adult stem cell bank, it has made a determination that
the platform business will be enhanced if NeoStem acquires and develops advanced stem cell regenerative medicine
therapies.

PRC Corporate Structure

In connection with carrying out its expansion objectives in the PRC, NeoStem has recently established a wholly foreign
owned subsidiary in China, known as NeoStem (China), Inc. (“WFOE"). The WFOE is domiciled in Qingdao and under its
scope of business approved by the Chinese regulatory authorities, the WFOE may engage in the research & 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 equipments (the import and export
do not involve the goods specifically stipulated in/by state-operated trade, import & export quota license, export quota
bidding, export permit, etc.). We have capitalized the WFOE in an initial amount of approximately $2,900,000. In
furtherance of complying with PRC’s foreign investment prohibition on stem cell research and development, clinical trials
and related activities, we conduct our business in the PRC via the following two domestic variable interest entities (“VIES"):

Qingdao Niao Bio-Technology Ltd., is a Chinese domestic company controlled by the WFOE through various business
agreements. Under its scope of business approved by the registration authorities, Qingdao Niao may engage in research
and development in, transfer of and technical consultation in bio-cell technology, gene technology and regenerative
medical technology. Qingdao Niao is wholly owned by a PRC national who is also, Qingdao Niao’s Legal Representative
and Executive Director. The registered capital of Qingdao Niao is RMB 100,000 (approximately $15,000). A more detailed
description of Qingdao Niao's activities is set forth below.

Beijing Ruijieao Bio-Technology Ltd. (“Beijing Ruijieao” or “LLC 2"), is a Chinese domestic company controlled by the
WFOE through various business agreements. Under its scope of business approved by the registration authorities, Beijing
Ruijieao may engage in technology development, technology transfer, technology consultation and technology services.
Beijing Ruijieao is wholly owned by a PRC national who is also Beijing Ruijieao’s Legal Representative and Executive
Director. The registered capital of Beijing Ruijieao is RMB 100,000 (approximately $15,000). The main activity of Beijing
Ruijieao is to establish an R&D lab in Beijing and to act as one of the sharing beneficiaries of any potential financial
benefits generated from commercialization of successful clinical trials conducted jointly from collaborations between the
lab and partner hospitals (see below).

The capital investment in these VIEs is funded by NeoStem through the WFOE and recorded as interest-free loans to
the shareholders of Qingdao Niao and Beijing Ruijieao. As of July 2, 2009, the total amount of interest free loans to these
shareholders of the VIEs listed as above was approximately $300,000.
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According to the latest edition of the Catalog Guiding Foreign Investment in Industries effective December 2007 (the
“Catalog”), the development and application of human stem cell technology are placed in the “prohibited” category, off
limits to foreign investors. This policy prohibition precludes NeoStem from participating directly in stem cell related
business in China. NeoStem does not have direct ownership interests in either Qingdao Niao or Beijing Ruijieao. Under
various contractual agreements, the shareholders of the VIEs are required to transfer their ownership interests in these
entities to the WFOE in China in the event Chinese laws and regulations allow foreign investors to hold ownership
interests in the VIEs, or to our designees at any time for the amount of, to the extent permitted by Chinese laws,
outstanding loans. The shareholders of the VIEs have entrusted us to appoint the directors and senior management
personnel of the VIEs on their behalf. Through the WFOE, we have entered into exclusive technical and management
service agreements and other service agreements with the VIEs, under which the WFOE is providing technical and
management services to the VIEs in exchange for substantially all net income of the VIEs. In addition, shareholders of the
VIEs have pledged their equity interests in the VIEs to the WFOE as collateral for non-payment of loans or for fees on
technical and management services due to us, which equity pledge agreements are now required to be registered with the
relevant administration of industry and commerce to make the equity pledges become effective.

On March 6, 2009, the NeoStem and Progenitor Cell Therapy (“PCT”") expanded their cell processing agreement for
services in the United States to include PCT's developing a plan to set up a stem cell processing, storage and
manufacturing operation in Beijing, China that NeoStem would pursue in partnership with an off-shore entity. This plan
would support research and cell therapy development and manufacturing operations. The plan will include a conceptual
architectural design, cost estimates for construction, facility validation to meet cGMP standards, equipment requirements
and estimated costs of equipment procurement, and other related matters. An initial plan has been received from PCT.

Further, plans are under way to pursue a cooperation with NeoStem’s PRC consultant, Shandong Life and Science
Institute (“SLSI”), a not-for-profit organization under PRC law, to organize and convene various clinical trials. NeoStem will
provide funding through a contractual arrangement with SLSI. Accordingly, it is intended that SLSI will take the
responsibility of establishing and structuring clinical trials with third parties, other research institutes and a number of
partner hospitals. The initial funding of these clinical trials is expected to be RMB 5,000,000 (approximately $730,000).

NeoStem is expected to receive benefits, to the extent permitted by Chinese laws, through various VIE contractual
agreements in the form of authorized sharing of the ownership of the know-how and other intellectual property rights
derived from the clinical trials and R&D, and in the form of financial benefits on a basis of profit sharing mechanisms with
participating partner hospitals from the commercialization of regeneration medical treatments developed successfully from
the clinical trials.

The reason for the above structure pertains to the regulations around foreign investment in China. Under the current
foreign investment policy, all foreign direct investment in China is divided into four broad categories: “encouraged,”
“permitted,” “restricted,” and “prohibited.” The latest edition of the Catalog, lists specific lines of business in which foreign
investment is encouraged, restricted, or prohibited. Those not listed are deemed permitted. According to the Catalog, the
development and application of human stem cell technology, along with gene diagnosis and treatment technologies, are
placed in the “prohibited” category, off limits to foreign investors. This policy prohibition essentially precludes NeoStem
from participating directly in stem cell related business in China.

Pursuant to Certain Opinions regarding Administration of Not-for-profit Research Institutions (Trial) (the “Opinion”), or
the Opinion which was promulgated and became effective on December 19, 2000, not-for-profit research institutions shall
have independent legal person status, and shall operate independently under the guidance and supervision of
corresponding government authorities. Not-for-profit research institutions shall conduct science, research, technical
consulting and technical service mainly for the purpose of social benefits, and shall not be operated for profit. No person or
institution shall obtain any investment return from not-for-profit research institutions in any manner, and all of the income
generated by not-for-profit research institutions during their provision of for-profit services to society, and which is
permitted to be kept by the
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not-for-profit research institution pursuant to relevant rules, shall be used for the development of the not-for-profit research
institution. Through various VIE contractual agreements, NeoStem is expected to obtain, directly or indirectly, part of the
management and operation rights and benefits from SLSI. If any of SLSI, NeoStem or the contractual arrangement
between them is regarded as breaching any clause in the Opinion, the contractual agreements between SLSI and
NeoStem shall need to be terminated or modified, and NeoStem may not obtain or continue to obtain benefits, directly or
indirectly, from SLSI as expected.

Further, Pursuant to the Interim Measures for the Administration of Human Genetic Resources (the “Measures”), which
was promulgated and took effect on June 10, 1998, China adopted a reporting and registration system on important
pedigrees and genetic resources in specified regions. Whoever is engaged in activities in China such as sampling,
collecting, researching, developing, trading or exporting human genetic resources or taking such resources outside the
territory of the PRC shall abide by the Measures. The term “human genetic resources” in the Measures refers to the
genetic materials such as human organs, tissues, cells, blood specimens, preparations of any types or recombinant DNA
constructs, which contain human genome, genes or gene products as well as to the information related to such genetic
materials. It is possible that the research and development operations conducted by SLSI may be regarded by
corresponding government authorities in China as human genetic resources research and development activities, and
thus, the Measures may apply. If the Measures apply to the cooperation between the Lab and/or the SLSI, and NeoStem,
such cooperation is subject to approval of competent government authorities in China. The sharing of patents or other
corresponding intellectual property rights derived from such research and development operations is also subject to
various restriction and approval requirements established under the Measures. If NeoStem is unable to obtain
corresponding approvals on a timely basis, or at all, NeoStem’s operation in China will be materially affected.

Further, the shareholders of the VIEs have pledged their equity interests in the VIEs to the WFOE as collateral for non-
payment of loans or for fees on technical and other services due to us. On March 16, 2007, the PRC Property Law was
promulgated and took effect on October 1, 2007. According to the PRC Property Law, a pledge of the equity interest of a
company in China cannot be legally established until it is duly registered with the relevant administration of industry and
commerce. On September 1, 2008, the Measures on Registration of Pledge of Equity Interest with the Administration of
Industry and Commerce was promulgated by the PRC State Administration of Industry and Commerce and took effect on
October 1, 2008, which contains the procedure for registration of a pledge of the equity interest of a company. The pledges
under the equity pledge agreements between the WFOE and the shareholders of VIEs are yet to be registered with the
relevant administration of industry and commerce, and as such, we cannot assure you about the effectiveness of these
pledges. We will make efforts to register the pledges with the administration as soon as practically possible.

FINANCING ACTIVITIES

2009 Financing Activities

In order to move forward certain research and development activities, strategic relationships in various clinical and
therapeutic areas as well as to support activities related to the Agreement and Plan of Merger, the Share Exchange
Agreement and other ongoing obligations of NeoStem, in February and March 2009, NeoStem issued the RimAsia Notes
to RimAsia, totaling $1,150,000 (see below). The RimAsia notes were paid in April 2009.

On April 9, 2009, NeoStem completed a private placement financing totaling $11 million from three Asia-based
investors (the “April 2009 private placement”). In June 2009 with a final closing on July 6, 2009, NeoStem completed a
private placement financing totaling approximately $5 million from institutional and private investors (the “June/ July 2009
private placement,” and together with the April 2009 private placement, the “Series D Preferred Private Placements”).

The three investors in the April 2009 private placement acquired an aggregate of 880,000 units priced at $12.50 per
unit, with each unit consisting of one share of NeoStem’s Series D Convertible Redeemable Preferred Stock (the “Series D
Stock”) (convertible, subject to stockholder approval as described below, into 10 shares of NeoStem Common Stock) and
ten warrants each to purchase one share of NeoStem Common Stock. The investing firms were RimAsia, a pan-Asia
private equity firm operating in partnership with a regional
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network of strategic investors drawn from leading Asian families and companies, investing $5 million for 400,000 units;
Enhance Biomedical Holding Corporation based in Shanghai, also investing $5 million for 400,000 units and Elancrest
Investments Ltd., a Singapore-based firm, investing $1 million for 80,000 units. RimAsia previously invested $1.25 million
in NeoStem, as was announced on September 3, 2008. An additional twenty persons and entities, including Fullbright,
participated in the June/July 2009 private placement, in which the investors acquired an aggregate of 400,280 units priced
at $12.50 per unit (the units constituting an aggregate of 400,280 shares of Series D Stock and warrants to purchase an
aggregate of 4,002,800 shares of NeoStem Common Stock). In addition, in the June/July 2009 private placement, 12,971
shares of Series D Stock and warrants to purchase an aggregate of 129,712 shares of NeoStem Common Stock were
issued as placement agent fees. Upon approval by the stockholders, each share of Series D Stock will be automatically
converted into ten (10) shares of NeoStem Common Stock at an initial conversion price of $1.25 per share based on an
original issue price of $12.50 per share. If such affirmative vote is not achieved by October 31, 2009, NeoStem would be
required to redeem all shares of Series D Stock at a redemption price of $12.50 per share ($16,165,637.50 in the
aggregate) plus the accrued dividends, which dividends accrue at a rate of ten percent (10%) per annum. Stockholder
authorization for the conversion of the Series D Stock is among the topics addressed in NeoStem Proposal No. 4 of this
joint proxy statement/prospectus.

Upon the affirmative vote of holders of a majority of the voting power of NeoStem’s Common Stock required pursuant to
the NeoStem’s Amended and Restated By-Laws and the NYSE Amex, each share of Series D Stock will automatically be
converted into ten (10) shares of NeoStem Common Stock at an initial conversion price of $1.25 per share; provided that if
by October 31, 2009 such affirmative vote is not achieved, NeoStem must redeem all shares of Series D Stock at a
redemption price per share of $12.50 plus the accrued dividends as of such date. The Series D Stock has an accruing

dividend of ten percent (10%) per annum, payable (i) annually in cash on April oth provided that the shares of Series D
Stock remain outstanding on such date or (i) upon a liquidation, dissolution or winding up of the Company. The Series D
Stock (i) ranks senior to all of NeoStem'’s capital stock with respect to the payment of dividends and to the distribution of
assets upon liquidation, dissolution or winding up, (i) does not have any voting rights, (iii) does not have any anti-dilution
protection other than standard protection for stock, splits and combinations, and (iv) does not have any preemptive rights.

The warrants have a per share exercise price equal to $2.50 and are callable by NeoStem if the NeoStem Common
Stock trades at a price equal to a minimum of $3.50. Subject to the affirmative vote of NeoStem’s stockholders and the
rules of the NYSE Amex, the warrants will become exercisable for a period of five years.

The funds will be used to support the development of NeoStem’s VSEL (very small embryonic-like stem cells)
technology licensed from the University of Louisville and help advance NeoStem'’s expansion activities in China, including
those relating to its pending acquisitions and medical tourism — defined as travel by people whose primary and explicit
purpose is to access in a foreign country medical treatment not yet available in their own nation. Through its connections
with leading physicians in China and the U.S., NeoStem expects to connect U.S. citizens with advanced therapies not yet
available in the U.S., and attract people from other countries to seek safe and effective regenerative therapies as they
become available here. A portion of the funds also will be used to expand U.S.-based operations. In addition, a portion of
the proceeds were used to repay $1,150,000 in bridge financing (represented by the notes described below) received from
RimAsia in February and March 2009, plus $12,014 in interest on the bridge financing and other costs recently advanced
by RimAsia in connection with NeoStem’s expansion activities in China totaling $472,559.09. As previously reported by
NeoStem on a Current Report on Form 8-K dated February 25, 2009, on February 25, 2009 and March 6, 2009,
respectively, NeoStem issued promissory notes to RimAsia in the principal amounts of $400,000 and $750,000,
respectively, bearing interest at the rate of 10% per annum and due and payable on October 31, 2009 (the “Maturity
Date”), except that all principal and accrued interest on the notes would be immediately due and payable in the event that
NeoStem raised over $10 million in equity financing prior to the Maturity Date. As a result of the private placement
financing, such amounts became due and have been paid as described above. See NeoStem Proposal No. 4, which
relates to certain of the securities issued in the April 2009 private placement.
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2008 Financing Activities

On May 21, 2008, NeoStem completed a private placement of securities pursuant to which $900,000 in gross proceeds
was raised (the “May 2008 private placement”). On May 20 and May 21, 2008, NeoStem entered into Subscription
Agreements (the “Subscription Agreements”) with 16 accredited investors listed therein (the “Investors”). Pursuant to the
Subscription Agreements, NeoStem issued to each Investor units comprised of one share of its NeoStem Common Stock
and one redeemable five-year warrant to purchase one share of NeoStem Common Stock at a purchase price of $1.75 per
share, at a per-unit price of $1.20. The warrants are not exercisable for a period of six months and are redeemable by
NeoStem if the NeoStem Common Stock trades at a price equal to or in excess of $2.40 for a specified period of time. In
the May 2008 private placement, NeoStem issued an aggregate of 750,006 units to Investors consisting of 750,006 shares
of NeoStem Common Stock and 750,006 redeemable warrants, for an aggregate purchase price of $900,000. Dr. Robin L.
Smith, NeoStem’s Chairman and Chief Executive Officer, purchased 16,667 units for a purchase price of $20,000 and
Catherine M. Vaczy, NeoStem'’s Vice President and General Counsel, purchased 7,500 units for a purchase price of
$9,000. New England Cryogenic Center, Inc., or NECC, one of the largest full-service cryogenic laboratories in the world
and a strategic partner of NeoStem since October 2007, also participated in the offering. Pursuant to the terms of the
Subscription Agreements, NeoStem was required to prepare and file no later than forty-five days (with certain exceptions)
after the closing of the May 2008 private placement, a Registration Statement with the SEC to register the shares of
NeoStem Common Stock issued to Investors and the shares of NeoStem Common Stock underlying the warrants. Such
registration statement was filed with the SEC on July 1, 2008.

In connection with the May 2008 private placement, NeoStem paid as finders’ fees to accredited investors, cash in the
amount of $3,240 and issued five year warrants to purchase an aggregate of 35,703 shares of NeoStem Common Stock.
Such warrants contain generally the same terms as those sold to the Investors, except they contain a cashless exercise
feature and piggyback registration rights. Cash in the amount of 4% of the proceeds received by NeoStem from the future
exercise of 30,000 of the Investor warrants is also payable to one of the finders.

On September 2, 2008, NeoStem completed a private placement of securities pursuant to which $1,250,000 in gross
proceeds was raised (the “September 2008 private placement”). On September 2, 2008, NeoStem entered into a
subscription agreement with RimAsia. Pursuant to the subscription agreement, NeoStem issued to RimAsia one million
units, at a per-unit price of $1.25, each unit comprised of one share of NeoStem Common Stock and one redeemable five-
year warrant to purchase one share of NeoStem Common Stock at a purchase price of $1.75 per share. The warrants are
not exercisable for a period of six months and are redeemable by NeoStem if the NeoStem Common Stock trades at a
price equal to or in excess of $3.50 for a specified period of time or the dollar value of the trading volume of the NeoStem
Common Stock for each day during a specified period of time equals or exceeds $100,000. In the September 2008 private
placement, NeoStem thus issued 1,000,000 units to RimAsia consisting of 1,000,000 shares of NeoStem Common Stock
and 1,000,000 redeemable warrants, for an aggregate purchase price of $1,250,000. Pursuant to the terms of the
subscription agreement, NeoStem is required to prepare and file no later than 180 days after the closing of the September
2008 private placement, a registration statement with the SEC to register the resale of the shares of NeoStem Common
Stock issued to RimAsia and the shares of NeoStem Common Stock underlying the warrants; provided, that NeoStem is
not liable to pay specified amounts under the terms of the Subscription Agreement if NeoStem does not file such a
registration statement in a timely manner because NeoStem does not have available audited financial statements required
by the SEC of a company with which NeoStem has signed a letter of intent to acquire.

On December 18, 2008, NeoStem and RimAsia entered into a letter agreement (the “Amendment”) pursuant to which,
among other things, the warrants issued to RimAsia in the September 2008 private placement were amended to restrict
their exercisability in the event that such exercise would increase RimAsia’s beneficial ownership of the NeoStem
Common Stock to above 19.9%. The restriction on exercisability also applies to warrants issued in any proposed 2009
capital raise and as further discussed below. The warrants are not exercisable to the extent that the number of shares of
NeoStem Common Stock to be issued pursuant to such exercise would exceed, when aggregated with all other shares of
NeoStem Common Stock beneficially owned by RimAsia at such time, the number of shares of NeoStem Common Stock
which would result in

176



TABLE OF CONTENTS

RimAsia beneficially owning in excess of 19.9% of the NeoStem Common Stock. Such restrictions on exercisability shall
not apply upon a merger, consolidation or sale of all or substantially all of the assets of NeoStem if the stockholders of
NeoStem prior to such transaction do not own more than 50% of the entity succeeding to the business of NeoStem after
such transaction, and such restriction does not apply following any exercise of any mandatory conversion or redemption
rights by NeoStem. Such restriction on exercise shall remain in place until such time as approval of NeoStem’s
stockholders shall be obtained, which proposal is to be included in the Joint Proxy Statement/Prospectus to be filed in
connection with the proposed Merger. See also above “— Merger and Share Exchange — Agreement and Plan of
Merger” for information on shares of NeoStem Common Stock and NeoStem Class C Convertible Preferred Stock to be
issued to RimAsia in connection with the Merger, which are also the subject of the Amendment and the restriction on
exercisability and conversion, respectively. See also the description of the November 2008 private placement (below), in
which securities were issued of which RimAsia may be deemed the beneficial owner, which would also be included, as
appropriate, in any calculation under the Amendment.

On October 23, 2008, NeoStem completed a private placement of securities pursuant to which $250,000 in gross
proceeds was raised (the “October 2008 private placement”). On October 15, 2008, NeoStem entered into a subscription
agreement with an accredited investor. Pursuant to the subscription agreement, NeoStem issued to the investor 200,000
units at a per-unit price of $1.25, each unit comprised of one share of NeoStem Common Stock and one five-year warrant
to purchase one share of NeoStem Common Stock at a purchase price of $1.75 per share. The warrants are not
exercisable for a period of six months. In the October 2008 private placement, NeoStem thus issued 200,000 units to the
investor consisting of 200,000 shares of NeoStem Common Stock and 200,000 warrants, for an aggregate purchase price
of $250,000. The issuance of the units was subject to the prior approval of the NYSE Amex, which approval was obtained
on October 23, 2008, and on that date the units were issued. Pursuant to the terms of the subscription agreement,
NeoStem is required to prepare and file no later than 180 days after the final closing of the October 2008 private
placement, a registration statement with the SEC to register the resale of the shares of NeoStem Common Stock issued to
the investor and the shares of NeoStem Common Stock underlying the warrants; provided, that NeoStem is not liable to
pay specified amounts under the terms of the Subscription Agreement if NeoStem does not file such a registration
statement in a timely manner because NeoStem does not have available audited financial statements required by the SEC
of a company NeoStem proposes to acquire.

On November 26, 2008, NeoStem completed a private placement of securities pursuant to which $500,000 in gross
proceeds was raised (the “November 2008 private placement”). On November 7, 2008, NeoStem entered into a
subscription agreement with Fullbright, an affiliate of EET. Pursuant to the subscription agreement, NeoStem issued to the
investor 400,000 units at a per-unit price of $1.25, each unit comprised of one share of NeoStem Common Stock and one
redeemable five-year warrant to purchase one share of NeoStem Common Stock at a purchase price of $1.75 per share.
The warrants are not exercisable for a period of six months and are redeemable by NeoStem if the NeoStem Common
Stock trades at a price equal to or in excess of $3.50 for a specified period of time. In the November 2008 private
placement, NeoStem thus issued 400,000 units to the investor consisting of 400,000 shares of NeoStem Common Stock
and 400,000 redeemable warrants, for an aggregate purchase price of $500,000. The issuance of the units was subject to
the prior approval of the NYSE Amex. Pursuant to the terms of the subscription agreement, NeoStem is required to
prepare and file no later than 180 days after the final closing of the November 2008 private placement, a registration
statement with the SEC to register the resale of the shares of NeoStem Common Stock issued to the investor and the
shares of NeoStem Common Stock underlying the warrants; provided, that NeoStem is not liable to pay specified amounts
under the terms of the Subscription Agreement if NeoStem does not file such a registration statement in a timely manner
because NeoStem does not have available audited financial statements required by the SEC of a company NeoStem
proposes to acquire. In connection with Fullbright's purchase of the units, EET, the principal shareholders of which are also
the principal shareholders of Fullbright, borrowed $500,000 from RimAsia, and the Units acquired by Fullbright were
pledged to RimAsia as collateral therefor.

2007 Financing Activities

In January 2007, NeoStem had entered into a strategic alliance with UTEK, a specialty finance company focused on
technology transfer, as part of its plan to move forward to expand its proprietary position in the
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adult stem cell collection and storage arena as well as the burgeoning field of regenerative medicine. The purpose of the
agreement was to identify potential technology acquisition opportunities that fit NeoStem’s strategic vision. Through its
strategic alliance agreements with companies in exchange for their equity securities, UTEK assists such companies in
enhancing their new product pipeline by facilitating the identification and acquisition of innovative technologies from
universities and research laboratories worldwide. UTEK is a business development company with operations in the United
States, United Kingdom and Israel. In January 2007, NeoStem issued 12,000 shares of NeoStem Common Stock to
UTEK, vesting as to 1,000 shares per month commencing January 2007. See above for information on NeoStem’s
acquisition of the VSEL technology in November 2007 via a transaction with UTEK.

In January and February 2007, NeoStem raised an aggregate of $2,500,000 through the private placement of 250,000
units at a price of $10.00 per unit to 35 accredited investors (the “January 2007 private placement”). Each unit was
comprised of two shares of NeoStem Common Stock, one redeemable seven-year warrant to purchase one share of
NeoStem Common Stock at a purchase price of $8.00 per share and one non-redeemable seven-year warrant to purchase
one share of NeoStem Common Stock at a purchase price of $8.00 per share. NeoStem issued an aggregate of 500,000
shares of NeoStem Common Stock, and warrants to purchase up to an aggregate of 500,000 shares of NeoStem Common
Stock at an exercise price of $8.00 per share. Emerging Growth Equities, Ltd (‘EGE”), the placement agent for the January
2007 private placement, received a cash fee equal to $171,275 and was entitled to expense reimbursement not to exceed
$50,000. NeoStem also issued to EGE redeemable seven-year warrants to purchase 34,355 shares of NeoStem Common
Stock at a purchase price of $5.00 per share, redeemable seven-year warrants to purchase 17,127 shares of NeoStem
Common Stock at a purchase price of $8.00 per share and non-redeemable seven-year warrants to purchase 17,127
shares of NeoStem Common Stock at a purchase price of $8.00 per share. Pursuant to the terms of the January 2007
private placement, NeoStem was obligated to prepare and file, no later than ten days after the filing of NeoStem’s Annual
Report on Form 10-K, a registration statement with the SEC to register the shares of NeoStem Common Stock issued to
the investors and the shares of NeoStem Common Stock underlying the warrants issued to the investors and to EGE.
Such registration statement was filed with the SEC on February 7, 2007. The January 2007 private placement was
conditioned upon entry by the NeoStem Board of Directors and executive officers into a lock-up agreement, pursuant to
which such directors and officers will not, without the consent of EGE, sell or transfer their NeoStem Common Stock until
the earlier of: (a) six months following the effective date of the registration statement filed to register the shares underlying
the units, or (b) twelve months following the sale of the units. This registration statement was declared effective by the
SEC on April 25, 2007.

In August, 2007, NeoStem raised an aggregate of $6,350,000 through a best efforts underwritten public offering of
1,270,000 units at a price of $5.00 per unit (the “August 2007 public offering”). Each unit consisted of one share of
NeoStem Common Stock and a five year Class A warrant to purchase one-half a share of NeoStem Common Stock at a
price of $6.00 per share. Thus, 1,000 units consisted of 1,000 shares of NeoStem Common Stock and Class A warrants to
purchase 500 shares of NeoStem Common Stock. The aggregate number of units sold was 1,270,000, the aggregate
number of shares of NeoStem Common Stock included within the units was 1,270,000 and the aggregate number of Class
A Warrants included within the units was 535,000. Mercer Capital, Ltd. (“Mercer”) acted as lead underwriter for the August
2007 public offering. In connection with this offering, NeoStem issued five year warrants to purchase an aggregate of
95,250 shares of NeoStem Common Stock at $6.50 per share to Mercer and other participating underwriters. After
payment of underwriting commissions and expenses and other costs of the August 2007 public offering, the aggregate net
proceeds to NeoStem were $5,620,000.

2006 Financing Activities

On December 30, 2005, and in January 2006, NeoStem consummated the private placement sale to 19 accredited
investors of units consisting of convertible promissory notes and detachable warrants (“the WestPark private placement”).
Gross proceeds raised were $250,000 on December 30, 2005 and $250,000 in January 2006, totaling an aggregate of
$500,000 in gross proceeds. Each unit was comprised of: (a) a nine month note in the principal amount of $25,000

bearing 9% simple interest, payable semi-annually, with the 2nd payment paid upon maturity, convertible into shares of
NeoStem Common Stock at an initial conversion price of $6.00 per share; and (b) 4,167 detachable three year warrants,
each for the purchase of one share of
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NeoStem Common Stock at an exercise price of $12.00 per share. The notes were subject to mandatory conversion by
NeoStem if the closing price of the NeoStem Common Stock had been at least $18.00 for a period of at least 10
consecutive trading days prior to the date on which notice of conversion was sent by NeoStem to the holders of the
promissory notes, and if the underlying shares were then registered for resale with the SEC. Holders of the units are
entitled to certain registration rights (see below). NeoStem issued to WestPark Capital, Inc., the placement agent for the
WestPark private placement, (i) 5,000 shares of NeoStem Common Stock (2,500 shares on December 30, 2005 and 2,500
shares in January 2006); and (ii) warrants to purchase an aggregate of 8,334 shares of NeoStem Common Stock (4,167
on December 30, 2005 and 4,167 in January 2006). By January 2007 all the convertible promissory notes issued in the
WestPark private placement had either been converted into shares of NeoStem Common Stock or repaid by NeoStem
(see below).

In May 2006, NeoStem entered into an advisory agreement with Duncan Capital Group LLC (“Duncan”). Pursuant to
the advisory agreement, Duncan provided to NeoStem on a non-exclusive best efforts basis, services as a financial
consultant in connection with any equity or debt financing, merger, acquisition as well as with other financial matters. In
return for these services, NeoStem was paying to Duncan a monthly retainer fee of $7,500 (50% of which could be paid by
NeoStem in shares of its NeoStem Common Stock valued at fair market value) and reimbursing it for its reasonable out-of-
pocket expenses up to $12,000. Pursuant to the advisory agreement, Duncan also agreed that it or an affiliate would act as
lead investor in a proposed private placement of securities, for a fee of $200,000 in cash and 24,000 shares of restricted
NeoStem Common Stock. On June 2, 2006 (the “June 2006 private placement”), NeoStem entered into a securities
purchase agreement with 17 accredited investors (the “June 2006 investors”). DCI Master LDC, an affiliate of Duncan,
acted as lead investor. Duncan received its fee as described above. NeoStem issued to each June 2006 investor shares
of its NeoStem Common Stock at a per-share price of $4.40 along with a five-year warrant to purchase a number of shares
of NeoStem Common Stock equal to 50% of the number of shares of NeoStem Common Stock purchased by the June
2006 investor (together with the NeoStem Common Stock issued, the “June 2006 securities”). The gross proceeds from
this sale were $2,079,000. In February 2007, the term of this agreement was extended through December 2007.
Additionally, it was amended to provide that the monthly retainer fee be entirely paid by issuing to Duncan an aggregate of
15,000 shares of NeoStem Common Stock vesting monthly over the remaining term of the agreement. The vesting of
these shares was accelerated in July 2007 such that they were fully vested and the advisory agreement was canceled in
August 2007.

Pursuant to the securities purchase agreement for the June 2006 private placement, NeoStem expanded the size of its
Board to four directors, and appointed Dr. Robin L. Smith as Chairman of the Board and Chief Executive Officer of
NeoStem. Dr. Smith, who was previously Chairman of the Advisory Board of NeoStem, purchased 5,000 shares of
NeoStem Common Stock and warrants to purchase 2,400 shares of NeoStem Common Stock pursuant to the terms of the
securities purchase agreement. NeoStem also agreed to expand the size of the Board upon the initial closing under the
securities purchase agreement to permit DCI Master LDC to designate one additional independent member to the
NeoStem Board of Directors reasonably acceptable to NeoStem. Richard Berman was originally appointed to the NeoStem
Board of Directors in November 2006 to serve as such designee. The securities purchase agreement also prohibits
NeoStem from taking certain action without the approval of a majority of the Board of Directors for so long as the
purchasers in the June 2006 private placement own at least 20% of the NeoStem Common Stock, including making loans,
guarantying indebtedness, incurring indebtedness that is not already included in a Board-approved budget on the date of
the securities purchase agreement that exceeds $100,000, encumbering NeoStem'’s technology and intellectual property
or entering into new or amending employment agreements with executive officers. DCI Master LDC was also granted
access to Company facilities and personnel and given other information rights. Pursuant to the securities purchase
agreement, all then current and future officers and directors of NeoStem were to not, without the prior written consent of
DCI Master LDC, dispose of any shares of capital stock of NeoStem, or any securities convertible into, or exchangeable for
or containing rights to purchase, shares of capital stock of NeoStem until three months after the effective date of the
registration statement filed with the SEC to register the securities issued in the June 2006 private placement (described
below). Such registration statement was declared effective on November 6, 2006.

179



TABLE OF CONTENTS

The officers of NeoStem, as a condition of the initial closing under the securities purchase agreement for the June 2006
private placement, entered into letter agreements with NeoStem pursuant to which they converted an aggregate of
$278,653 of accrued salary into shares of NeoStem Common Stock at a per share price of $4.40. After adjustments for
applicable payroll and withholding taxes which were paid by NeoStem, NeoStem issued to such officers an aggregate of
37,998 shares of NeoStem Common Stock. NeoStem also adopted an Executive Officer Compensation Plan, effective as
of the date of closing of the securities purchase agreement and pursuant to the letter agreements each officer agreed to be
bound by the Executive Officer Compensation Plan. In addition to the conversion of accrued salary, the letter agreements
provided for a reduction by 25% in base salary for each officer until NeoStem achieves certain milestones, the granting of
options to purchase shares of NeoStem Common Stock under NeoStem'’s 2003 Equity Participation Plan which become
exercisable upon NeoStem achieving certain revenue milestones and the acceleration of the vesting of certain options and
restricted shares held by the officers. In January 2007, the milestones relating to the reduction in base salary had been
achieved; however, the same officers (and in addition the Chief Executive Officer who became an employee in connection
with the June 2006 private placement) agreed to subsequent amendments to or replacements of their employment
agreements which provided instead for a 20% reduction in base salary and/or agreement by the officer to extend their
employment term, as well as certain additional or amended terms.

In connection with the securities purchase agreement, on June 2, 2006 NeoStem entered into a registration rights
agreement with each of the June 2006 investors (the “June 2006 registration rights agreement”). Pursuant to the June
2006 registration rights agreement, NeoStem was obligated to prepare and file no later than June 30, 2006 a registration
statement with the SEC to register the shares of NeoStem Common Stock and the shares of NeoStem Common Stock
underlying the warrants issued in the June 2006 private placement. NeoStem and the June 2006 investors agreed to
amend the registration rights agreement and extend the due date of the registration statement to August 31, 2006. A
registration statement was filed pursuant thereto and declared effective by the SEC on November 6, 2006.

Pursuant to the terms of the WestPark private placement (described above), NeoStem agreed to file with the SEC and
have effective by July 31, 2006, a registration statement registering the resale by the investors in the WestPark private
placement of the shares of NeoStem Common Stock underlying the convertible promissory notes and the warrants sold in
the WestPark private placement. In the event NeoStem did not do so, (i) the conversion price of the convertible promissory
notes would be reduced by 5% each month, subject to a floor of $4.00; (ii) the exercise price of the warrants would be
reduced by 5% each month, subject to a floor of $10.00; and (iii) the warrants could be exercised pursuant to a cashless
exercise provision. NeoStem did not have the registration statement effective by July 31, 2006 and requested that the
investors in the WestPark private placement extend the date by which the registration statement was required to be
effective until February 28, 2007. NeoStem also offered to the investors the option of (A) extending the term of the
convertible note for an additional four months from the maturity date in consideration for which (i) NeoStem would issue to
the investor for each $25,000 in principal amount of the convertible note 568 shares of unregistered NeoStem Common
Stock; and (i) the exercise price per warrant would be reduced from $12.00 to $8.00, or (B) converting the convertible
note into shares of NeoStem Common Stock in consideration for which (i) the conversion price per conversion share
would be reduced to $4.40; (ii) NeoStem would issue to the investor for each $25,000 in principal amount of the note,
1,136 shares of NeoStem Common Stock; (iii) the exercise price per warrant would be reduced from $12.00 to $8.00; and
(iv) a new warrant would be issued substantially on the same terms as the original warrant to purchase an additional 4,167
shares of NeoStem Common Stock for each $25,000 in principal amount of the convertible note at an exercise price of
$8.00 per share. Pursuant to this, the investor was also being asked to waive any and all penalties and liquidated damages
accumulated as of the date of the agreement.

In September 2006, NeoStem revised the offer relating to the option of conversion of the WestPark notes by eliminating
the issuance of the additional 1,136 shares of NeoStem Common Stock for each $25,000 in principal amount of the note
converted. As of October 30, 2006, investors holding $425,000 of the $500,000 of convertible promissory notes had
agreed to convert them into shares of NeoStem Common Stock and $162,500 (of which $137,500 in principal amount was
subsequently transferred and converted by the transferees) had agreed to extend the term of the convertible promissory
notes on the terms set forth above. On
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November 6, 2006, the registration statement was declared effective. In January 2007, the remaining $75,000 in
outstanding convertible promissory notes were repaid.

During July and August 2006, NeoStem raised an aggregate of $1,750,000 through the private placement to 34
accredited investors of 397,727 shares of its NeoStem Common Stock at $4.40 per share and warrants to purchase
198,864 shares of NeoStem Common Stock at $8.00 per share (the “Summer 2006 private placement”). The terms of the
Summer 2006 private placement were substantially similar to the terms of the June 2006 private placement.

FORMER BUSINESS OPERATIONS

NeoStem was incorporated under the laws of the State of Delaware in September 1980 under the name Fidelity
Medical Services, Inc. Under prior management it engaged in various businesses, including the development and sale of
medical imaging products, the retail sale and wholesale distribution of stationery and related office products in the United
Kingdom, operation of a property and casualty insurance business, and ultimately through June 2002 the sale of extended
warranties and service contracts over the Internet covering automotive, home, office, personal electronics, home
appliances, computers and garden equipment. In June 2002, management determined, in light of continuing operating
losses, to discontinue its warranty and service contract business and to seek new business opportunities for NeoStem.
NeoStem entered a new line of business where it provided capital and guidance to companies in multiple sectors of the
healthcare and life science industries, in return for a percentage of revenues, royalty fees, licensing fees and other product
sales of the target companies. In addition to such activities, since June 2002 NeoStem continued to “run off” the sale of its
warranties and service contracts. This run off was completed in March 2007.

EMPLOYEES
As of August 21, 2009, NeoStem had 20 employees, of which 17 are full-time.

PROPERTIES

Effective as of July 1, 2006, NeoStem entered into an agreement for the use of space at 420 Lexington Avenue, New
York, New York. This space was subleased from an affiliate of Duncan Capital Group LLC (“Duncan”) (a former financial
advisor to and an investor in NeoStem) and DCI Master LDC (the lead investor in NeoStem’s June 2006 private
placement). Pursuant to the terms of the agreement, NeoStem was obligated to pay $7,500 monthly for the space,
including the use of various office services and utilities. The agreement is on a month-to-month basis, subject to a thirty
day prior written notice requirement to terminate. The space serves as NeoStem’s principal executive offices. On October
27, 2006, NeoStem amended this agreement to increase the utilized space for an additional payment of $2,000 per month.
In May 2007, the Board of Directors approved an amendment to this agreement whereby, in exchange for a further
increase in utilized space, NeoStem would pay on a monthly basis (i) $10,000 in cash and (ii) shares of restricted
NeoStem Common Stock with a value of $5,000 based on the fair market value of the NeoStem Common Stock on the
date of issuance. Commencing in August 2007, the parties agreed this monthly fee of $15,000 would be paid in cash on a
month to month basis. In February 2008, NeoStem was advised that a portion of this sublet space was no longer available.
NeoStem agreed to utilize the smaller space for a monthly fee of $9,000 beginning in March 2008, as it was expected that
many of NeoStem'’s employees would be spending a majority of their time in Long Island, New York, helping to launch the
ProHealthcare collection center. On September 24, 2008, NeoStem entered into a license agreement with a provider of
executive office space (the “Licensor”) to use office space at 420 Lexington Avenue, Suite 300, New York, NY 10170 (the
“New Office Lease”). The New Office Lease had an initial term from October 1, 2008 through September 30, 2009 at a
monthly cost of $10,000, automatically renewing for successive one year terms unless 60 days’ prior written notice was
given by either party. Monthly charges upon renewal were to be determined by Licensor. Beginning February 1, 2009,
NeoStem had the right to terminate the New Office Lease provided, among other things, that 60 days’ prior written notice
was given. Upon entering into the New Office Lease for office space at Suite 300, NeoStem further reduced the amount of
office space it was utilizing at Suite 450 in the same building with a corresponding reduction in the monthly fee to $3,500
which was paid through December 31, 2008.

NeoStem believed the combined office space at Suite 300 and Suite 450 at 420 Lexington Avenue, New York, New
York, would be sufficient for its near term needs; however, sufficient space was again becoming
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available at Suite 450 and therefore 60 days’ prior written notice was given to Licensor in December 2008 that NeoStem
would be terminating the lease at Suite 300 effective February 1, 2009.

NeoStem has entered into an agreement for the lease of executive office space from SLG Graybar Sublease LLC (the
“Landlord”) at Suite 450, 420 Lexington Avenue, New York, NY 10170 with a lease term effective April 1, 2009 through
June 30, 2013 (the “Lease”). Rental, storage and utility payments are currently in the aggregate approximate monthly
amount of $20,600. To help defray the cost of the Lease, NeoStem has licensed to third parties the right to occupy certain
of the offices in Suite 450 and use certain business services. Such license payments currently total approximately $11,360
per month and the license agreements are for periods of one year or less. The chief executive officer of one such licensee
is in an exclusive relationship with NeoStem’s Chief Executive Officer. The Lease was entered into pursuant to an
assignment and assumption of the original lease from the original lessor thereof, DCI Master LDC (the lead investor in a
private placement by NeoStem in June 2006) and affiliates of DCI Master LDC and Duncan Capital Group LLC (a former
financial advisor to and an investor in the Company), for which original lease a principal of such entities acted as guarantor
(the “Guarantor”), a consent to such assignment from the Landlord and a lease modification agreement between NeoStem
and the Landlord, such documents being dated April 13, 2009 with effective delivery April 17, 2009. NeoStem was
credited with an amount remaining as a security deposit with the Landlord from such original lessor (the “Security Deposit
Credit”), was required to deposit an additional amount with the Landlord to replenish the original amount of security for the
Lease and pay an amount equal to the Security Deposit Credit to the Guarantor of the original lease. The total payments
made by NeoStem for such security deposit and payment of the Security Deposit Credit to the Guarantor were in the
approximate aggregate amount of $157,100. Pursuant to the Lease, NeoStem is obligated to pay on a monthly basis fixed
annual rent and certain items as additional rent including utility payments. The Lease requires NeoStem to maintain
insurance in specified types and amounts, contains certain other standard commercial terms such as tenant’s assumption
of its pro-rata share of certain Landlord costs, tenant’s reimbursement obligations for certain other Landlord costs
including insurance, provision for certain additional charges and maintenance of certain systems within the premises,
contains restrictions on subletting and provisions for costs and payments relating thereto and notice, recapture and
Landlord leaseback provisions relating to subletting, permits licensing by tenant of up to five offices or workstations with
notice to Landlord, requires the tenant to maintain and repair certain systems, contains default and liquidated and other
damage provisions (including acceleration of all rent and additional rent due for the remainder of the term upon a Landlord
termination due to a tenant default and double payments on a holdover after expiration or termination), interest on late
payments, tenant waivers and indemnity of Landlord, Landlord right of relocating tenant within the building, Landlord right
of termination provisions including on five days’ notice if rent is not timely paid, on 15 days’ notice if other defaults are
uncured and also in certain insolvency related instances, and requires consent of the Landlord in certain circumstances
and provides for tenant to pay the costs associated therewith. NeoStem believes this space should be sufficient for its
needs for the foreseeable future, although NeoStem may need to secure new or additional executive office space in the
future.

NeoStem has entered into an agreement for the lease of space from Rivertech Associates Il, LLC, c/o The Abbey
Group (the “Cambridge Landlord”) at 840 Memorial Drive, Cambridge, Massachusetts with a lease term effective
September 1, 2009 through August 31, 2012 (the “Cambridge Lease”). The space will be used for general office, research
and development, and laboratory space (inclusive of an adult stem cell collection center). The base rent under the
Cambridge Lease is $283,850 for the first year, $356,840 for the second year and $369,005 for the third year. In addition,
NeoStem will be responsible for certain costs and charges specified in the Cambridge Lease, including utilities, operating
expenses and real estate taxes. The security deposit is $84,141, which may be reduced to $56,094 if NeoStem has not
defaulted in the performance of its obligations under the lease prior to the second lease year. To help defray the cost of
the Cambridge Lease, NeoStem will share with Alnara Pharmaceutical Inc. (“AP”) certain of the leased premises and AP
will pay NeoStem $5,000 a month.

In January 2005, NS California began leasing space at Good Samaritan Hospital in Los Angeles, California at an
annual rental of approximately $26,000 for use as its stem cell processing and storage facility. The lease expired on
December 31, 2005, but NeoStem continued to occupy the space on a month-to-month basis. This space was sufficient
for NeoStem’s past needs but NeoStem recently closed this facility and transfered its
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processing and storage operations to state of the art facilities operated by leaders in cell processing. It intends to utilize
NECC, with whom it entered into a Master Services agreement and a first statement of work effective as of August 2007,
to provide additional processing and cryogenic storage to NeoStem at the NECC Facility in Newton, Massachusetts, to
process and store for certain research purposes, and to utilize PCT, with whom the Company entered into the PCT
Agreement in January 2009, to process and store for commercial purposes at the cGMP level as well as for research
purposes at its California and New Jersey facilities. In addition, pursuant to NeoStem’s second statement of work with
NECC entered into in October 2008, NeoStem is paying $5,000 per month for the right to use shared laboratory space and
certain administrative space at the NECC Facility through December 31, 2009. NS California also leased office space in
Agoura Hills, California on a month-to-month basis from Symbion Research International at a monthly rental of $1,687.
Effective March 31, 2008, NeoStem canceled its space agreement with Symbion Research International. NeoStem
currently does not anticipate a continuing need for office space in California. Rent for these facilities for the years ended
December 31, 2008, 2007 and 2006, was approximately $202,000, $215,000 and $79,000, respectively.

LEGAL PROCEEDINGS
NeoStem is not aware of any material pending legal proceedings against it.

In connection with the SEC’s investigation of a matter referred to as a matter of a third party (the “Third Party”),
NeoStem has received an informal request from the SEC, dated December 23, 2008, for the voluntary production of
documents and information concerning the issuance, distribution, registration, purchase, sale and/or offer to sell its
securities from January 1, 2007 to the present. The Third Party served as the lead underwriter of NeoStem’s public
offering that was consummated in August 2007. NeoStem is cooperating fully with the SEC’s request. The letter stated
that the request should not be construed as an indication by the SEC or its staff that any violation of the federal securities
laws has occurred, nor should it be considered a reflection upon any person, entity or security. There is no indication to
date that NeoStem is the subject of an investigation.
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NEOSTEM’S MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following section should be read in conjunction with NeoStem'’s consolidated financial statements and related
notes and other financial information included elsewhere in this joint proxy statement/prospectus. This discussion contains
forward-looking statements that involve risks and uncertainties. NeoStem’s actual results could differ materially from the
results contemplated by these forward-looking statements as a result of certain factors, including those discussed below
and elsewhere in this joint proxy statement/prospectus, particularly under the heading, “Risk Factors.”

OVERVIEW

NeoStem is engaged in a platform business of operating a commercial autologous (donor and recipient are the same)
adult stem cell bank and is pioneering the pre-disease collection, processing and long-term storage of stem cells from
adult donors so that they can access such stem cells for their own future medical treatment. NeoStem is managing a
network of adult stem cell collection centers in major metropolitan areas of the United States. NeoStem has also entered
the research and development arenas, through the acquisition of a worldwide exclusive license to an early-stage
technology to identify and isolate rare stem cells from adult human bone marrow, called VSEL (very small embryonic-like)
stem cells. VSELs have many physical characteristics typically found in embryonic stem cells, including the ability to
differentiate into specialized cells found in substantially all the different types of cells and tissue that make up the body.
Additionally, NeoStem is pursuing other technologies to advance its position in the field of stem cell tissue regeneration.
On January 19, 2006, NeoStem consummated the acquisition of the assets of NS California, Inc., a California corporation
(“NS California”) relating to NS California’s business of collecting and storing adult stem cells. Effective with the
acquisition, the business of NS California became NeoStem'’s principal business, rather than NeoStem'’s historic business
of providing capital and business guidance to companies in the healthcare and life science industries. NeoStem provides
adult stem cell processing, collection and banking services with the goal of making stem cell collection and storage widely
available, so that the general population will have the opportunity to store their own stem cells for future healthcare needs.

The adult stem cell industry is a field independent of embryonic stem cell research which NeoStem believes is more
likely to be burdened by regulatory, legal, ethical and technical issues than adult stem cell research. Embryonic stem cell
research is also burdened with the issues of tissue compatibility. Medical researchers, scientists, medical institutions,
physicians, pharmaceutical companies and biotechnology companies are currently developing therapies for the treatment
of disease using adult stem cells. As these adult stem cell therapies obtain necessary regulatory approvals and become
the standard of care, patients will need a service to collect, process and bank their stem cells. NeoStem intends to provide
this service.

Initial participants in NeoStem'’s collection center network have been single physician practices who opened collection
centers in California, Pennsylvania and Nevada. Revenues generated by these early adopters have not been significant
and are not expected to become significant. However, these centers have served as a platform for the development of
NeoStem'’s business model and today NeoStem is focusing on multi-physician and multi-specialty practices joining its
network in major metropolitan areas but continues to align with physicians that have a client base who have indicated a
particular interest in stem cell collection and storage. Toward this end, NeoStem signed an agreement in June 2008 for a
New York City stem cell collection center to be opened by Bruce Yaffe, M.D., of Yaffe, Ruden and Associates, which
facility became operational in November 2008. In July 2008, NeoStem signed an agreement for a Santa Monica, California
based stem cell collection center to be opened by Stem Collect of Santa Monica LLC at The Hall Center. This facility
became operational in the fall of 2008. Additionally, NeoStem signed an agreement with CelVida LLC pursuant to which a
Southern Florida stem cell collection center located in Coral Gables, a suburb of Miami, became operational in September
2008. In March 2009, the Company signed an agreement to open a collection center with the Giampapa Institute for Anti-
Aging Medical Therapy in Montclair, New Jersey. In addition, in May 2009 NeoStem entered into a collection agreement
with Primary Caring of Malibu, based in California.

During 2008, parallel to growing the platform business and the efforts NeoStem undertook in that regard to establish a
network of collection centers in certain major metropolitan areas of the United States to drive growth, NeoStem recognized
the need to acquire a revenue-generating business in the United States or abroad and began exploring acquisition
opportunities of revenue-generating businesses. In November 2008, NeoStem
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entered into the Agreement and Plan of Merger with China Biopharmaceuticals Holdings, Inc. (“CBH”") to acquire the 51%
interest in Suzhou Erye Pharmaceuticals Company Ltd. (“Erye”) a Sino-foreign limited liability joint venture organized
under the laws of the PRC, which has been in business for more than 50 years and currently manufactures over 100 drugs
on seven Good Manufacturing Practices (GMP) lines, including small molecule drugs. Erye specializes in research and
development, production and sales of pharmaceutical products, as well as chemicals used in pharmaceutical products.
The Agreement and Plan of Merger was amended in July 2009 and again in August 2009. Also in November 2008,
NeoStem entered into the Share Exchange Agreement to obtain benefits from Shandong New Medicine Research Institute
of Integrated Traditional and Western Medicine Limited Liability Company, a China limited liability company. Subsequently,
NeoStem decided to separately pursue its stem cell initiatives in China and in July 2009 terminated the Share Exchange
Agreement. For further detail, see “Business of NeoStem — China Expansion,” above. Subject to the fulfillment of various
closing conditions (including stockholder approval), the Merger is currently anticipated to close in the fourth quarter of
2009.

NeoStem has begun other initiatives to expand its operations into China including with respect to technology licensing,
establishment of stem cell processing and storage capabilities and research and clinical development. RimAsia, a principal
stockholder of NeoStem, has been facilitating certain of these efforts and has paid certain expenses that NeoStem has
agreed to reimburse (approximately $473,000 of which was reimbursed out of the proceeds of the private placement
financing of preferred stock and warrants in April 2009 which raised gross proceeds of $11 million, described below). In
connection with the expansion into China, NeoStem has established the WFOE and put in place variable interest entity
arrangements with respect to each of Qingdao Nino and Beijing Ruijieao with respect to these activities (described below).
For further detail, see “Business of NeoStem — China Expansion,” above. NeoStem believes that these activities will be
sufficient to help the Company expand into the China market and shall be a substitute for its moving forward with closing
the transactions under the Share Exchange Agreement.

NeoStem has engaged in various capital raising activities to pursue its business opportunities, raising approximately
$3,823,000 in 2006, $7,939,000 in 2007, $2,899,000 in 2008 and approximately $16 million in gross proceeds in 2009 (to
date) through the sale of NeoStem Common Stock, NeoStem Preferred Stock, warrants and convertible promissory notes.
These amounts include an aggregate of $250,000 raised from the private placement of the convertible promissory notes in
the Westpark private placement in January 2006, $2,079,000 raised from the June 2006 private placement of shares of
NeoStem Common Stock and warrants to purchase shares of NeoStem Common Stock, an aggregate of $1,750,000
raised from the additional private placement of shares of NeoStem Common Stock and warrants to purchase shares of
NeoStem Common Stock in rolling closings in the summer of 2006, an aggregate of $2,500,000 (net proceeds of
$2,320,000) raised in January and February 2007 from the private placement of units consisting of shares of NeoStem
Common Stock and warrants to purchase shares of NeoStem Common Stock, an aggregate of $6,350,000 (net proceeds
of $5,619,000) raised in August 2007 from the public offering of 1,270,000 units consisting of shares of NeoStem Common
Stock and warrants to purchase shares of NeoStem Common Stock, and an aggregate of $1,150,000, $1,000,000,
$250,000 and $500,000, raised in May 2008, September 2008, October 2008 and November 2008, respectively, with total
net proceeds of $2,899,000, from the additional private placement of NeoStem Common Stock and warrants to purchase
NeoStem Common Stock. These capital raising activities enabled NeoStem to acquire the business of NS California,
pursue its business plan and grow its adult stem cell collection and storage business, including expanding marketing and
sales activities, and explore acquisition opportunities. In October 2008 NeoStem was advised that it would receive Federal
funding from the Department of Defense to evaluate the potential use of adult stem cell therapy for wound healing, and
would be included in the Department of Defense Fiscal Year 2009 Appropriations Bill. Such funding is currently anticipated
to be in the approximate net amount of $681,000.

In February and March 2009, in order to move forward certain research and development activities, strategic
relationships in various clinical and therapeutic areas as well as to support activities related to the Agreement and Plan of
Merger and Share Exchange Agreement, and other of NeoStem’s ongoing obligations, NeoStem issued promissory notes
(the “RimAsia Notes”) totaling $1,150,000 to RimAsia, a principal stock holder of NeoStem, which notes bear interest at a
rate equal to 10% per annum and mature on October 31, 2009 except that they matured earlier in the case of an equity
financing by NeoStem that raised in excess of
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$10,000,000. The RimAsia Notes plus accrued interest were paid in April 2009 (as described below). Additionally, as of
July 1, 2009, NeoStem, CBH, CBC and RimAsia, which is a significant investor in NeoStem and CBH, entered into a
Funding Agreement pursuant to which it was agreed that RimAsia shall supply additional funding to both NeoStem and
CBH in an amount up to $1.6 million (including approximately $1 million advanced to date), which amount shall be deemed
settled upon its receipt of the increased amount of NeoStem securities to be received by RimAsia as part of the Merger
consideration as agreed in the July amendment to the Agreement and Plan of Merger. If less than $1.6 million has been
advanced at that time, the difference shall be paid to NeoStem at the closing of the Merger. In the event the Merger has
not received shareholder approval by October 31, 2009, NeoStem is required to repay RimAsia all payments incurred or
made by RimAsia on behalf of NeoStem.

The acquisition of the VSEL technology was made through NeoStem’s acquisition of its subsidiary Stem Cell
Technologies, Inc. (“SCTI") in a stock-for-stock exchange. Although the funds obtained through the acquisition of SCTI
funded certain early obligations under NeoStem'’s agreements relating to the VSEL technology, substantial additional
funds will be needed and additional research and development activities will be required to meet its development
obligations under the License Agreement and develop the VSEL technology. NeoStem has applied for Small Business
Innovation Research (SBIR) grants and may also seek to obtain funds through applications for other State and Federal
grants, grants abroad, direct investments, strategic arrangements as well as other funding sources to help offset all or a
portion of these costs.

During the quarter ended March 31, 2009, NeoStem took steps to improve its cryopreservation operations and reduce
its fixed overhead by entering into a four year agreement with Progenitor Cell Therapy LLC (“PCT") to outsource
cryopreservation operations to PCT. Prior to commencing these services, PCT agrees to provide certain preliminary
services consisting of technology transfer and protocol review and revision to ensure that the processing and storage
services are cGMP compliant. The agreement sets forth agreed upon fees for the delivery of the services as well as
providing for a one-time payment of $35,000 for the preliminary services associated with the transfer of NeoStem’s
cryopreservation process and standard operating practices to PCT'’s laboratory and incorporation into PCT’s existing
standard operating practices. An initial payment of $20,000 was paid upon commencement of services during the quarter
ended March 31, 2009. The transfer of cryopreservation operations was completed in April 2009, the final $15,000 was
paid and NeoStem’s laboratory in Los Angeles was closed in June 2009. NeoStem does not anticipate any significant
losses as a result of closing this laboratory. In addition, NeoStem believes the shifting of its cryopreservation activities from
a fixed cost to a variable cost will allow NeoStem to utilize its cash in a more strategic fashion.

In March 2009, NeoStem and PCT expanded PCT'’s services to include its developing a plan to set up a stem cell
processing and manufacturing operation in Beijing, China that the Company would pursue in partnership with an off-shore
entity. This plan would support research and cell therapy development and manufacturing operations. The plan will include
a conceptual architectural design, cost estimates for construction, facility validation to meet cGMP standards, equipment
requirements and estimated costs of equipment procurement, and other related matters. PCT’s fees for this work will be
$100,000 (of which $50,000 was paid in March 2009) plus expenses.

In connection with carrying out its expansion objectives in the PRC, NeoStem has recently established a wholly foreign
owned subsidiary in China, known as NeoStem (China), Inc. (“WFOE"). The WFOE may engage in the research &
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 equipments (the
import and export do not involve the goods specifically stipulated in/by state-operated trade, import & export quota license,
export quota bidding, export permit, etc.). In furtherance of complying with the PRC's foreign investment prohibition on
stem cell research and development, clinical trials and related activities, NeoStem’s current business in the PRC is
conducted via two domestic variable interest entities (“VIEs”): Qingdao Niao Bio-Technology Ltd. (“LLC1") and Beijing
Ruijieao Bio-Technology Ltd. (“LLC2"), each a Chinese domestic company controlled by the WFOE through various
business agreements.
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To date, the WFOE has been capitalized in the total amount of approximately $2,900,000. The capital investment in the
two VIEs is funded by NeoStem through the WFOE and recorded as interest-free loans to the shareholders of Qingdao
Niao and Beijing Ruijieao. As of July 2, 2009, the total amount of interest free loans to these shareholders of the VIEs
listed as above was approximately $300,000 and NeoStem anticipates increasing this amount in the near term by
approximately $145,000. The Company expects that the WFOE will require substantial additional funding in order for the
Company to continue its expansion plans in China associated with its stem cell business.

In May 2009, Qingdao Niao entered into leases with Beijing Zhong-guan-cun Life Science Park Development Corp.,
Ltd. pursuant to which Qingdao Niao is leasing laboratory, office and storage space in Beijing for the aggregate monthly
amount of approximately $23,000. Lease payments are due quarterly in advance, and upon entering into the lease a three
month security deposit was required in addition to the first quarterly payment. The term of the leases is for approximately
three years. It is anticipated that Beijing Ruijieao Bio-Technology Ltd. will take over the lease.

In June 2009, Qingdao Niao entered into a three year co-operation agreement with the Qingdao Second Sanatorium of
Jinan Military Command (“Second Sanatorium”). As both a leading comprehensive hospital within the PLA network and as
one of the principal healthcare centers in charge of ensuring the well-being of senior and retired military officials in China,
Qingdao Second Sanatorium is a key player within the domestic anti-aging and cosmetics arena. Qingdao Niao intends to
collaborate with Second Sanatorium to offer both stem cell based therapies for a variety of conditions as well as stem cell
based anti-aging and cosmetics therapies.

In June 2009, Qingdao Niao entered into a co-operation agreement with Shandong Wendeng Orthopedic Hospital
(“Wendeng Hospital”) to conduct and develop clinical research and the clinical application of autologous stem cells for the
treatment of a variety of orthopedic conditions for a term of five years. Wendeng Hospital is considered to be one of the
leading specialist orthopedic hospitals in China, with close to 90% of their inpatient capacity dedicated to orthopedic cases.
Qingdao Niao intends to establish its first onshore patient treatment facility in collaboration with Wendeng Hospital.

In July 2009, the WOFE entered into a cooperation agreement with NeoStem’s PRC consultant, Shandong Life and
Science Institute (“SLSI"), a not-for-profit organization under PRC law, to organize and convene various clinical trials. This
agreement requires funding by the WOFE in the amount of RMB 5,000,000 (approximately $730,000).

In order to advance its regenerative medicine business here and abroad, in February 2009, NeoStem entered into a
License Agreement with Vincent Giampapa, M.D., F.A.C.S pursuant to which NeoStem acquired a world-wide, exclusive,
royalty bearing, perpetual and irrevocable license, with the right to sublicense, to certain innovative stem cell technology
and applications for cosmetic facial and body procedures and skin rejuvenation. In addition, in January 2009, NeoStem
and Dr. Giampapa entered into a three year consulting agreement whereby Dr. Giampapa will provide consulting services
in the anti-aging area.

In order to advance its regenerative medicine business abroad and expand its expertise into a new area, effective
March 2009, NeoStem entered into a License Agreement with Regenerative Sciences, LLC (“RSI”), pursuant to which
NeoStem acquired an exclusive, royalty bearing, perpetual and irrevocable license, with the right to sublicense, for the
Asia territory, to use an innovative process that rapidly grows a patient's own adult stem cells to treat a variety of
musculoskeletal diseases. The licensed procedure has been developed by RSI, a Colorado-based company focused on
developing a medical procedure for the treatment of chronic orthopedic conditions. In addition, effective March 2009,
NeoStem and RSI entered into a three year consulting agreement whereby RSI will provide to NeoStem consulting
services in the area of stem cell therapy in orthopedics for the development of business in Asia.

In April 2009, NeoStem entered into a License Agreement with Vincent Falanga, M.D., pursuant to which NeoStem
acquired a world-wide, exclusive, royalty bearing license, with the right to sublicense, to certain innovative stem cell
technology and applications for wound healing, continuing until the later of ten years from the first commercial sale or the
last to expire patent claim.
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In June 2009, NeoStem and Enhance BioMedical Holdings Limited (“Enhance BioMedical”), a Shanghai corporation
and following approval of NeoStem Proposals No. 1 and 4, a beneficial owner of approximately 19.8% of NeoStem, and a
subsidiary of Enhance Holding Corporation (“Enhance Holding”), entered into an agreement to develop a stem cell
collection and treatment network in Shanghai, Taiwan and the Chinese provinces of Jiangsu, Zhejiang, Fujian, Anhui and
Jiangxi using NeoStem’s proprietary stem cell technologies. Enhance BioMedical has healthcare provider relationships
with numerous hospitals and doctors in Taiwan and Shanghai, as well as in the five provinces in China to which the
agreement relates. Enhance BioMedical operates the Anti-Aging and Prevention Medical Center in Taipei, Taiwan, with
facilities focused on stem cell research and development and anti-aging therapies. The agreement is a ten-year, exclusive,
royalty bearing agreement (which subject to certain terms and conditions, is renewable for a subsequent ten (10) year
term at the option of Enhance BioMedical) pursuant to which NeoStem will provide Enhance BioMedical with the training,
technical, and other assistance required for Enhance Biomedical to offer stem cell based therapies in Shanghai, Taiwan
and the five eastern China provinces. This agreement also gives NeoStem the option to acquire up to a 20% fully diluted
equity interest in Enhance for a period of five years. NeoStem will receive certain milestone payments as well as be
entitled to a stated royalty on the revenues derived from Enhance BioMedical’s offering these stem cell based therapies. In
addition, NeoStem may be eligible to receive other fees in connection with assisting in the launching of the Network.
Enhance BioMedical was an investor in the April 2009 Private Placement, pursuant to which it purchased $5 million of
Series D Units, and thus acquired 400,000 shares of Series D Stock (convertible into 4,000,000 shares of NeoStem
Common Stock upon stockholder approval) and 4,000,000 Series D Warrants, each to purchase one share of NeoStem
Common Stock at an exercise price of $2.50 per share (to become exercisable upon stockholder approval).

All of the activities above are designed to broaden the scope of NeoStem’s operations and to enter into the arena of
advanced stem cell and regenerative medicine therapies in the United States and China. While NeoStem continues to
pursue its platform business of operating a commercial autologous adult stem cell bank, it has made a determination that
the platform business will be enhanced if NeoStem acquires and develops advanced stem cell regenerative medicine
therapies.

With regard to the proposed Merger, it is not anticipated that in the next year this acquisition will generate sufficient
excess cash flow to support NeoStem’s platform business and therefore NeoStem will also need to raise substantial
additional funds to fund its platform business and/or acquire another revenue generating business. Additionally, even if the
acquisition closes, the closing will likely not occur until the fourth quarter of 2009 and NeoStem will need to fund its
platform business as well as the large costs associated with the acquisition transactions until such time. NeoStem'’s history
of losses and liquidity problems may make it difficult to raise additional funding. There can be no assurance that NeoStem
will be able to obtain additional funding on terms acceptable to NeoStem. Any equity financing may be dilutive to
stockholders and debt financing, if available, may involve significant restrictive covenants.

During the quarter ended June 30, 2009, NeoStem modified its revenue recognition policy relative to the license fees it
recognizes from physicians seeking to establish autologous adult stem cell collection centers, to recognize such fees as
revenues ratably over the appropriate period of time to which the revenue element relates. Previously these license fees
were recognized in full when agreements were signed and the physician had been qualified by NeoStem'’s credentialing
committee. In previous reports we have described these fees as “start-up” fees. Effective with the filing of the Form 10-Q
for the quarterly period ended June 30, 2009, we have re-characterized these fees as license fees in order to better
describe the nature of the relationship between NeoStem and these physicians and physician practices and the nature of
the fees received. If this modified revenue recognition policy had been in place during the year ended December 31, 2006
and in each subsequent reporting period, the impact of accounting for revenues and its corresponding impact on net loss
for each of the years ended December 31, 2006, 2007 and 2008 and the six months ended June 30, 2008 and 2009 would
have been as follows, reflecting for each such period the relevant amounts as reported and as if adjusted:
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2006 2007 2008 Six Months Six Months
Ended Ended
June 30,2008  June 30, 2009
Total Revenue as Reported $ 45,724 $ 231664 $ 83541 $ 24221 $ 76,738
Total Revenue if Adjusted $ 36,002 $ 57,148 $ 145924 $ 21588 $ 89,672
Bad Debt Expense as $ — 3 19,500 $ 21,500 $ — % =
Reported
Bad Debt Expense if $ — % 4500 $ 9,450 $ —  $ —
Adjusted
Net Loss as Reported $(6,051,400) $(10,445,473) $(9,242,071) $(4,888,962) $(6,810,335)
Net Loss if Adjusted $(6,061,122) $(10,604,989) $(9,167,638) $(4,891,595) $(6,797,401)
Change $ (9722) $ (159,516) $ 74433 $ (2,633) $ 12,934
% of Net Loss 0.16% 1.53% 0.81% 0.05% 0.19%

NeoStem has determined that this modification of our revenue recognition policy does not require a retroactive

application to our previously issued financial statements for the periods set forth above because the impact on the financial
statements taken as a whole during such periods is not material.

CRITICAL ACCOUNTING POLICIES
NeoStem’s “Critical Accounting Policies” are as follows:

Revenue Recognition: NeoStem initiated the collection and banking of autologous adult stem cells in the fourth quarter
of 2006. NeoStem 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.
NeoStem earns revenue, in the form of license fees, from physicians seeking to establish autologous adult stem cell
collection centers. These license fees are billed upon signing of the collection center agreement and qualification of the
physician by NeoStem’s credentialing committee and at various times during the term of license agreement based on the
terms of the specific agreement. During the quarter ended June 30, 2009, NeoStem modified its revenue recognition
policy relative to these license fees to recognize such fees as revenues ratably over the appropriate period of time to which
the revenue element relates. Previously these license fees were recognized in full when agreements were signed and the

physician had been qualified by NeoStem’s credentialing committee. This modification of our revenue recognition policy did
not have a material impact on our results of operations.

Income Taxes and Valuation Reserves: NeoStem is required to estimate its income taxes in each of the jurisdictions in
which it operates as part of preparing its financial statements. This involves estimating the actual current tax in addition to
assessing temporary differences resulting from differing treatments for tax and financial accounting purposes. These
differences, together with net operating loss carryforwards and tax credits, are recorded as deferred tax assets or liabilities
on NeoStem'’s balance sheet. A judgment must then be made of the likelihood that any deferred tax assets will be realized
from future taxable income. A valuation allowance may be required to reduce deferred tax assets to the amount that is
more likely than not to be realized. In the event NeoStem determines that it may not be able to realize all or part of its
deferred tax asset in the future, or that new estimates indicate that a previously recorded valuation allowance is no longer
required, an adjustment to the deferred tax asset is charged or credited to net income in the period of such determination.
Upon receipt of the proceeds from the last foreign purchasers of NeoStem Common Stock in January 2000, NeoStem
Common Stock ownership changed in excess of 50% during the three-year period then ended. At December 31, 2008,
NeoStem had net operating loss carryforwards of approximately $31,000,000 applicable to future Federal income taxes,
approximately $24,000,000 applicable to New York State income taxes, approximately $2,000,000 applicable to California
income taxes and approximately $12,500,000 applicable to New York City income taxes. Included in the Federal net
operating loss carryforwards is approximately $2,121,000 that has been limited by the ownership change. At December
31, 2009 the tax loss carryforwards were expected to expire at various dates through 2028; however, the Company is
reviewing these dates as a result of the capital raises the Company completed in April, June and July 2009.
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NeoStem has recorded a full valuation allowance against its net deferred tax asset because of the uncertainty that the
utilization of the net operating loss and deferred revenue and fees will be realized.

Goodwill: Goodwill represents the excess of the purchase price over the fair value of the net assets acquired in a
business combination. NeoStem reviews recorded goodwill for potential impairment annually or upon the occurrence of an
impairment indicator. NeoStem performed its annual impairment tests as of December 31, 2008 and determined that no
impairment exists. NeoStem will perform its future annual impairment as of the end of each fiscal year.

Intangible Asset: SFAS No. 142 requires 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, which consists of patents and rights associated with the Very
Small Embryonic Like (“VSEL”) Stem Cells which constitutes the principal assets acquired in the acquisition of SCTI, have
been assigned a useful life and are amortized on a straight-line basis over a period of twenty years.

RECENT ACCOUNTING PRONOUNCEMENTS

In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 157, “Fair Value
Measurements” (“SFAS No. 157”). SFAS No. 157 defines fair value, establishes a framework for measuring fair value in
accordance with U.S. GAAP, and expands disclosures about fair value measurements. SFAS No. 157 does not require
any new fair value measurements; rather, it applies to other accounting pronouncements that require or permit fair value
measurements. In February 2008, the FASB issued FASB Staff Position (“FSP”) No. 157-2, “Effective Date of FASB
Statement No. 157" (“FSP No. 157-2"). FSP No. 157-2 delays the effective date of SFAS No. 157 for nonfinancial assets
and nonfinancial liabilities, except for certain items that are recognized or disclosed at fair value in the financial statements
on a recurring basis (at least annually). NeoStem was required to apply the provisions of SFAS No. 157 to financial assets
and liabilities prospectively as of January 1, 2008. Its adoption did not materially impact NeoStem'’s results of operations or
financial position. NeoStem will be required to apply the provisions of SFAS No. 157 to nonfinancial assets and
nonfinancial liabilities as of January 1, 2009 and is currently evaluating the impact of the application of SFAS No. 157 as it
pertains to these items.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities — including an amendment of FAS 115" (“SFAS No. 159”). SFAS No. 159 allows companies to choose, at
specified election dates, to measure eligible financial assets and liabilities at fair value that are not otherwise required to be
measured at fair value. Unrealized gains and losses shall be reported on items for which the fair value option has been
elected in earnings at each subsequent reporting date. SFAS No. 159 also establishes presentation and disclosure
requirements. SFAS No. 159 was effective for fiscal years beginning after January 1, 2008 and will be applied
prospectively. At the present time SFAS No. 159 has no impact on NeoStem'’s operations.

In June 2007, the FASB ratified EITF No. 07-03, “Accounting for Nonrefundable Advance Payments for Goods or
Services Received for Future Research and Development Activities” (“EITF 07-03"). EITF 07-03 requires that
nonrefundable advance payments for goods or services that will be used or rendered for future research and development
activities be deferred and capitalized and recognized as an expense as the goods are delivered or the related services are
performed. EITF 07-03 is effective, on a prospective basis, for fiscal years beginning after December 15, 2007. At the
present time the adoption of EITF 07-03 does not have a material effect on NeoStem’s operations or financial position.

In October 2007, NeoStem adopted the provisions of SFAS No. 158, “Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans — an amendment of FASB Statements No. 87, 88, 106, and 132 (R)” (“SFAS No.
158"). This standard requires recognition of the overfunded or underfunded status of each plan as an asset or liability in
the consolidated balance sheet with the offsetting change in that funded status to accumulated other comprehensive
income. Upon adoption, this standard requires immediate recognition in accumulated other comprehensive income of
actuarial gains/losses and prior service costs/benefits — both of which were previously unrecognized. Additional minimum
pension liabilities and related intangible assets are eliminated upon adoption of the new standard. At the present time
NeoStem does
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not have any defined benefit pension plans and therefore the measurement date provisions of SFAS No. 158 will not have
a material impact on NeoStem’s consolidated financial statements.

In December 2007, the FASB issued SFAS No. 141R, “Business Combinations” (“SFAS No. 141R"). SFAS No. 141R
amends SFAS 141 and provides revised guidance for recognizing and measuring identifiable assets and goodwill
acquired, liabilities assumed, and any noncontrolling interest in the acquiree. It also provides disclosure requirements to
enable users of the financial statements to evaluate the nature and financial effects of the business combination. It is
effective for fiscal years beginning on or after December 15, 2008 and will be applied prospectively. NeoStem is currently
evaluating the impact of adopting SFAS No. 141R on NeoStem'’s current consolidated financial statements and how this
may affect the proposed Merger and Share Exchange transactions.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial
Statements — an amendment of ARB No. 51" (“SFAS No. 160"). SFAS No. 160 requires that ownership interests in
subsidiaries held by parties other than the parent, and the amount of consolidated net income, be clearly identified,
labeled, and presented in the consolidated financial statements. It also requires once a subsidiary is deconsolidated, any
retained noncontrolling equity investment in the former subsidiary be initially measured at fair value. Sufficient disclosures
are required to clearly identify and distinguish between the interests of the parent and the interests of the noncontrolling
owners. It is effective for fiscal years beginning on or after December 15, 2008 and requires retroactive adoption of the
presentation and disclosure requirements for existing minority interests. All other requirements shall be applied
prospectively. At the present time SFAS No. 160 has no impact on NeoStem'’s operations. NeoStem is currently evaluating
the impact of adopting SFAS No. 160 and how this may affect the proposed Merger and Share Exchange transactions.

In December 2007, the EITF reached a consensus on EITF No. 07-01, Accounting for Collaborative Arrangements
Related to the Development and Commercialization of Intellectual Property (“EITF 07-01"). EITF 07-01 discusses the
appropriate income statement presentation and classification for the activities and payments between the participants in
arrangements related to the development and commercialization of intellectual property. The sufficiency of disclosure
related to these arrangements is also specified. EITF 07-01 is effective for fiscal years beginning after December 15, 2008.
At the present time EITF No. 07-01 has no impact on NeoStem'’s operations. However, based upon the nature of
NeoStem’s business, EITF 07-01 could have an impact on its financial position and results of operations in future years.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging
Activities — an amendment of FASB Statement No. 133" (“SFAS No. 161"), which requires additional disclosures about
objectives and strategies for using derivative instruments, how the derivative instruments and related hedged items are
accounted for under SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” and related
interpretations, and how the derivative instruments and related hedged items affect a company’s financial statements.
SFAS No. 161 also requires disclosures about credit risk-related contingent features in derivative agreements. SFAS No.
161 is effective for fiscal years and interim periods beginning after November 15, 2008 and will be applied prospectively.
NeoStem is currently evaluating the impact of adopting SFAS No. 161 on its consolidated financial statements.

In April 2008, the FASB issued FASB Staff Position No. 142-3, “Determination of the Useful Life of Intangible Assets”
(“FSP 142-3"). FSP 142-3 amends the factors that should be considered in developing renewal or extension assumptions
that are used to determine the useful life of a recognized intangible asset under SFAS No. 142, “Goodwill and Other
Intangible Assets,” and requires enhanced related disclosures. FSP 142-3 must be applied prospectively to all intangible
assets acquired as of and subsequent to fiscal years beginning after December 15, 2008. At the present time, FSP 142-3
has no impact on NeoStem'’s operations.

In May 2008, the FASB issued Staff Position APB 14-1, “Accounting for Convertible Debt Instruments That May Be
Settled in Cash upon Conversion (Including Partial Cash Settlement)” (“APB 14-1") to clarify that convertible debt
instruments that may be settled in cash upon conversion (including partial cash settlement) are not addressed by
paragraph 12 of APB Opinion No. 14, “Accounting for Convertible Debt and Debt Issued with Stock Purchase Warrants.”
Additionally, APB 14-1 specifies that issuers of such instruments should separately account for the liability and equity
components in a manner that will reflect the entity’s nonconvertible debt borrowing rate when interest cost is recognized in
subsequent periods. APB 14-1 is
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effective for NeoStem as of January 1, 2009. At the present time APB 14-1 has no impact on NeoStem'’s operations.
NeoStem is evaluating the impact of adopting APB 14-1 on the proposed Merger and Share Exchange transactions.

In June 2008, the FASB ratified EITF Issue No. 07-5, “Determining Whether an Instrument (or an Embedded Feature)
Is Indexed to an Entity’s Own Stock” (“EITF 07-5"). EITF 07-5 provides that an entity should use a two step approach to
evaluate whether an equity-linked financial instrument (or embedded feature) is indexed to its own stock, including
evaluating the instrument’s contingent exercise and settlement provisions. EITF 07-5 is effective for fiscal years beginning
after December 15, 2008. Early application is not permitted. At the present time NeoStem does not have any such equity
intruments but NeoStem is assessing the potential impact, if any, the new pronouncement will have on its consolidated
financial statements.

In June 2008, the FASB issued FSP EITF 03-6-1, “Determining Whether Instruments Granted in Share-Based
Payment Transactions Are Participating Securities.” This FSP clarifies that all outstanding unvested share-based payment
awards that contain rights to non-forfeitable dividends participate in undistributed earnings with common shareholders.
Awards of this nature are considered participating securities and the two-class method of computing basic and diluted
earnings per share must be applied. This FSP is effective for fiscal years beginning after December 15, 2008. NeoStem is
currently evaluating the potential impact, if any, the new pronouncement will have on its consolidated financial statements.

In December 2008, the FASB issued FASB Staff Position (“FSP”) FAS 140-4 and FIN 46(R)-8, Disclosures by Public
Entities (Enterprises) about Transfers of Financial Assets and Interests in Variable Interest Entities. This document
increases disclosure requirements for public companies and is effective for reporting periods (interim and annual) that end
after December 15, 2008. The purpose of this FSP is to promptly improve disclosures by public entities and enterprises
until the pending amendments to FASB Statement No. 140, Accounting for Transfers and Servicing of Financial Assets
and Extinguishments of Liabilities, and FASB Interpretation No. 46 (revised December 2003), Consolidation of Variable
Interest Entities, are finalized and approved by the Board. The FSP amends Statement 140 to require public entities to
provide additional disclosures about transferors’ continuing involvements with transferred financial assets. It also amends
Interpretation 46(R) to require public enterprises, including sponsors that have a variable interest in a variable interest
entity, to provide additional disclosures about their involvement with variable interest entities. We implemented the
requirements of FSP FAS 140-4 and FIN 46(R)-8 in the second quarter of 2009. As the requirements of this literature only
impact our disclosures, there was no impact to our financial results.

In April 2009, the FASB issued FASB Staff Position No. 141(R)-1, Accounting for Assets Acquired and Liabilities
Assumed in a Business Combination That Arise from Contingencies, (“FSP 141(R)-1"). FSP 141(R)-1 amends and
clarifies SFAS No. 141(R). FSP 141(R)-1 requires an acquirer to recognize at fair value, at the acquisition date, an asset
acquired or a liability assumed in a business combination that arises from a contingency if the acquisition-date fair value of
that asset or liability can be determined during the measurement period. If the fair value cannot be determined during the
measurement period, an asset or a liability shall be recognized at the acquisition date if the asset or liability can be
reasonably estimated and if information available before the end of the measurement period indicates that it is probable
that an asset existed or that a liability had been incurred at the acquisition date. FSP 141(R)-1 amends the disclosure
requirements of SFAS No. 141(R) to include business combinations that occur either during the current reporting period or
after the reporting period but before the financial statements are issued. FSP 141(R)-1 is effective for fiscal years
beginning after December 15, 2008 and interim periods within those years. We are currently evaluating the requirements
of this pronouncement as it relates to our proposed Merger with CBH but do not anticipate this will have an impact on our
financial position or our consolidated financial statements post-Merger. This statement was effective January 1, 2009.

In April 2009, the FASB issued FASB Staff Position No. 157-4, Determining Fair Value When the Volume and Level of
Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly, (“FSP
157-4"). FSP 157-4 provides additional guidance for estimating fair value in accordance with SFAS No. 157 when the
volume and level of activity for the asset or liability have significantly decreased. FSP 157-4 also includes guidance on
identifying circumstances that indicate a transaction is not orderly. FSP 157-4 requires the disclosure of the inputs and
valuation technique used to measure fair value
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and a discussion of changes in valuation techniques and related inputs, if any, during the period. FSP 157-4 also requires
that the entity define major categories for equity securities and debt securities to be major security types. FSP 157-4 is
effective for interim and annual reporting periods ending after June 15, 2009. We have adopted FSP 157-4 in our quarter
ended June 30, 2009. The adoption of FASB Staff Position No. 157-4 did not have a material impact on our financial
position or results of operations.

In April 2009, the FASB issued FASB Staff Position No. 115-2 and FAS 124-2, Recognition and Presentation of Other-
Than-Temporary Impairments, (“FSP 115-2 and FSP 124-2"). This FSP amends the other-than-temporary impairment
guidance in U.S. GAAP for debt securities to make the guidance more operational and to improve the presentation and
disclosure of other-than-temporary impairments on debt and equity securities in the financial statements. This FSP does
not amend existing recognition and measurement guidance related to other-than-temporary impairments of equity
securities. FSP 115-2 and 124-2 requires the entity to assess whether the impairment is other-than-temporary if the fair
value of a debt security is less than its amortized cost basis at the balance sheet date. This statement also provides
guidance to assessing whether or not the impairment is other-than-temporary and guidance on determining the amount of
the other-than-temporary impairment that should be recognized in earnings and other comprehensive income. FSP 115-2
and 124-2 also requires an entity to disclose information that enables users to understand the types of securities held,
including those investments in an unrealized loss position for which the other-than-temporary impairment has or has not
been recognized. FSP 115-2 and 124-2 are effective for interim and annual reporting periods ending after June 15, 2009.
The adoption of FASB Staff Position No. 115-2 and FAS 124-2 did not have a material impact on our financial position or
results of operations.

In April 2009, the FASB issued FASB Staff Position No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair
Value of Financial Instruments. This Staff Position amends FASB Statement No. 107, Disclosures about Fair Value of
Financial Instruments, to require disclosures about fair value of financial instruments at interim reporting periods. This Staff
Position is effective for interim reporting periods ending after June 15, 2009, with early adoption permitted for periods
ending after March 15, 2009 provided FSP No. FAS 115-2 and FAS 124-2 (described above) are also early adopted. We
adopted FSP No. FAS 107-1 in our quarter ended June 30, 2009. The adoption of FASB Staff Position No. 107-1 and APB
28-1 did not have a material impact on our financial position or results of operations.

In May 2009, the FASB issued Statement No. 165, Subsequent Events. Statement 165 establishes general standards
of accounting for and disclosure of events that occur after the balance sheet date but before the financial statements are
issued or are available to be issued. We have adopted Statement 165 in our quarter ended June 30, 2009. The adoption
of Statement No. 165 did not have a material impact on our financial position or results of operations.

In June 2009, the FASB issued Statement No. 166, Accounting for Transfers of Financial Assets, an amendment of
FASB Statement No. 140. Statement 166 eliminates the concept of a “qualifying special-purpose entity” from Statement
140 and changes the requirements for derecognizing financial assets. We will adopt Statement 166 in 2010 and are
currently evaluating the impact of its pending adoption on our consolidated financial statements.

In June 2009, the FASB issued Statement No. 167, Amendments to FASB Interpretation No. 46(R) . Statement 167
amends the evaluation criteria to identify the primary beneficiary of a variable interest entity provided by FASB
Interpretation No. 46(R), Consolidation of Variable Interest Entities — An Interpretation of ARB No. 51 . Additionally,
Statement 167 requires ongoing reassessments of whether an enterprise is the primary beneficiary of the variable interest
entity. We will adopt Statement 167 in 2010 and are currently evaluating the impact of its pending adoption on our
consolidated financial statements.

In June 2009, the FASB approved the “FASB Accounting Standards Codification” (“Codification”) as the single source
of authoritative nongovernmental U.S. GAAP to be launched on July 1, 2009. The Codification does not change current
U.S. GAAP, but is intended to simplify user access to all authoritative U.S. GAAP by providing all the authoritative literature
related to a particular topic in one place. All existing accounting standard documents will be superseded and all other
accounting literature not included in the Codification will be considered nonauthoritative. The Codification is effective for
interim and annual periods
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ending after September 15, 2009. The Codification is effective for us during our interim period ending September 30, 2009
and will not have an impact on our financial condition or results of operations. We are currently evaluating the impact to
our financial reporting process of providing Codification references in our public filings.

RESULTS OF OPERATIONS
Three and Six Months Ended June 30, 2009 compared to Three and Six Months Ended June 30, 2008
Revenue

For the three months ended June 30, 2009, total revenues were $31,600 compared to approximately $23,500 for the
three months ended June 30, 2008. The revenues generated in the three months ended June 30, 2009 were a
combination of milestone income of $6,300 earned on signing a licensing agreement with Enhance BioMedical to develop
a stem cell collection and treatment network, which is being recognized over the contractual period of technology transfer;
$14,000 from stem cell collection fees and monthly stem cell storage fees, $8,700 from fees derived from adding a new
physician to our collection center network and a prorata portion of fees billed our existing network physicians for annual
fees associated with their collection center agreements and $2,600 in other revenue. The revenues generated in the three
months ended June 30, 2008 were from stem cell collection fees and monthly stem cell storage fees in the period in the
amount of $8,500 and the balance of $15,000 were fees derived from adding a new physician to our collection center
network.

For the six months ended June 30, 2009, total revenues were approximately $76,700 compared to $24,200 for the six
months ended June 30, 2008. The revenues generated in the six months ended June 30, 2009 were a combination of
milestone income of $6,300 earned on signing a licensing agreement with Enhance BioMedical to develop a stem cell
collection and treatment network, which is being recognized over the contractual period of technology transfer; $58,600
from stem cell collection fees and monthly stem cell storage fees; $9,200 of fees derived from adding a new physician to
our collection center network and a prorata portion of fees billed our existing network physicians for annual fees
associated with their collection center agreements and $2,600 in other revenue. The revenues generated in the six months
ended June 30, 2008 were from stem cell collection fees and monthly stem cell storage fees in the period in the amount of
$13,200 and the balance of $15,000 were fees derived from adding a new physician to our collection center network.

Operating Expenses

Selling, general, administrative and research expenses for the three months ended June 30, 2009 have increased by
$2,335,800 or 98% over the three months ended June 30, 2008, from $2,379,400 to $4,715,200. During the last two years
the Company has used a variety of equity instruments to pay for services in an effort to minimize its use of cash to
incentivize staff, consultants and other service providers. In the quarter ended June 30, 2009 the use of equity instruments
to pay for such expenses increased by $486,700 over the quarter ended June 30, 2008. These equity instruments were
used to pay for staff compensation, director fees, marketing activities, investor relations and other activities.

Operating expenses funded by cash were $3,145,900 for the three months ended June 30, 2009 compared with
$1,296,700 in cash funded expenses for the three months ended June 30, 2008, an increase of $1,849,100, which was
the result of:

« The activities related to our proposed merger with CBH have increased our expenses by $392,400 primarily from
the legal and professional services utilized to prepare for public filings and shareholder approval of our proposed
merger.

«  Our efforts to establish an operation in China to provide processing and storage as well as research and
development capabilities and advanced therapies has resulted in an increase in our operating expenses by
approximately $972,800 and included expenditures for rent 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.
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Our operating expenses in the United States increased $483,900.

* VSEL Research in the United States has increased $284,400, in particular, operations of our Boston research
laboratory and related staff increased operating expense by $209,800, fees paid to consultants to support our
research efforts have increased VSEL research expenses by $27,600, payments to the University of Louisville in
connection with our obligations for the VSEL technology licensed in November 2007 increased research expenses
by $15,300, and patent expenses increased our research expenses by $31,700.

« Administrative, sales and marketing expense increased by approximately $199,500. Legal expenses increased
$44,800 and consulting fees increased $58,500 as the result of the recently held annual shareholders meeting,
licensing agreements completed in the quarter and several filings with the SEC not related to our Merger activities.
Expenses related to preparing and filing patents increased $17,500. Investor communications costs have increased
by $88,000 as the result of increased efforts to make investors aware of the Company’s expansion into the
development of stem cell therapies and into China. Director fees increased $50,000 as the result of a new Directors’
compensation plan introduced in April, 2009. The Company completed its transfer of stem cell cryopreservation
operations to Progenitor Cell Therapy and closed its laboratory in June, 2009. The transfer of cryopreservation
operations increased expenses for the quarter by $15,000. Surplus equipment was transferred to our Boston
laboratory and there were no other losses associated with the closure. The cost increases were offset by decreases
in salary and benefits of $35,800 as a result of staff reductions the Company had been implementing in non-
strategic areas in the past year; these staff reductions have had a corresponding reduction in travel expenses of
$29,300. Accounting fees have decreased by $26,600. In addition, marketing expenses have decreased by
$28,800 as a result of more focused efforts in major metropolitan areas. The balance of changes in administrative,
sales and marketing expenses have come from a variety of areas that have resulted in a net increase of $46,200
for the three months ended June 30, 2009 over the three months ended June 30, 2008.

Selling, general administrative and research expenses for the six months ended June 30, 2009 have increased by
$1,690,000 or 34% over the six months ended June 30, 2008, from $4,903,700 to $6,593,700. During the last two years
the Company has used a variety of equity instruments to pay for services in an effort to minimize its use of cash to
incentivize staff, consultants and other service providers. In the six months ended June 30, 2009 the use of equity
instruments to pay for such expenses decreased by $606,700 from the six months ended June 30, 2008. These equity
instruments were used to pay for staff compensation, director fees, marketing activities, investor relations and other
activities. The reduction in operating expenses funded by using equity instruments was the result of a general reduction in
the use of such instruments in six months ended June 30, 2009 versus the same period in 2008 and the fact that our 2003
Equity Plan had a limited number of shares remaining for issuance.

Operating expenses funded by cash were $4,792,200 for the six months ended June 30, 2009 compared with
$2,494,600 in cash funded expenses for the six months ended June 30, 2008, an increase of $2,296,700, which was the
result of:

* The activities related to our proposed merger with CBH have increased our expenses by $677,000 primarily from
the legal and professional services utilized to prepare for public filings and shareholder approval of our proposed
merger.

«  Our efforts to establish an operation in China to provide processing and storage as well as research and
development capabilities and advanced therapies has resulted in an increase in our operating expenses by
approximately $1,136,500 and included expenditures for rent 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.

Our operating expenses in the United States increased $483,300.

* VSEL Research in the United States has increased $405,900, in particular, operations of our Boston research
laboratory and related staff costs increased operating expense by $256,900, fees paid to

195



TABLE OF CONTENTS

consultants to support our research efforts have increased VSEL research expenses by $23,500, payments to the
University of Louisville in connection with our obligations for the VSEL technology licensed in November 2007
increased research expenses by $81,300, and patent expenses, amortization of intangible assets as well as other
related miscellaneous costs combined to increase our research expenses by $44,200.

« Administrative, sales and marketing expense increased by approximately $77,400. Legal expenses increased
$63,100 and consulting fees increased $68,500 as the result of the recently held annual shareholders meeting,
licensing agreements completed in the period and several filings with the SEC not related to our Merger activities.
Expenses related to preparing and filing patents increased $17,500. Investor communications costs have increased
by $74,600 as the result of increased efforts to make investors aware of the Company’s expansion into the
development of stem cell therapies and into China. Director fees increased $50,000 as the result of a new Directors’
compensation plan introduced in April 2009. The costs required to maintain our listing on NYSE Amex increased by
$25,200. The Company completed its transfer of stem cell cryopreservation operations to Progenitor Cell Therapy
and closed its laboratory in June 2009. The transfer of cryopreservation operations increased expenses for the
period by $35,000. Surplus equipment was transferred to our Boston laboratory and there were no other losses
associated with the closure. These cost increases were offset by decreases in salary and benefits of $131,900 as a
result of staff reductions the Company had been implementing in non-strategic areas in the past year, these staff
reductions have had a corresponding reduction in travel expense of $83,900. Accounting fees have decreased by
$24,800. In addition, the marketing expenses have decreased by $113,100 as a result of more focused efforts in
major metropolitan areas. The balance of changes in administrative, sales and marketing expenses have come
from a variety of areas that have resulted in a net increase of $97,200 for the six months ended June 30, 2009 over
the six months ended June 30, 2008.

For the three months ended June 30, 2009, interest income increased by $10,700 as the result of investing the net
proceeds of the April and June 2009 Private Placements in money market funds. The Series D Preferred Stock requires an
annual dividend of 10%. This dividend is being recorded ratably each month and resulted in a charge to operating results
of $251,700 for the quarter ended June 30, 2009.

For the six months ended June 30, 2009, interest income increased by $11,000 as the result of investing the net
proceeds of the April and June 2009 Private Placements in money market funds. Interest expense increased by $7,800
primarily due to interest paid on promissory notes issued to RimAsia in February and March 2009 totaling $1,150,000.
These notes were repaid in April 2009 upon the closing of the April 2009 Private Placement of Series D Preferred Stock.
The Series D Preferred Stock requires an annual dividend of 10%. This dividend is being recorded ratably each month and
resulted in a charge to operating result of $251,700 for the six months ended June 30, 2009.

For the reasons cited above, the net loss for the three months ended June 30, 2009 increased to $4,943,000 from
$2,361,800 for the three months ended June 30, 2008 and the net loss for the six months ended June 30, 2009 increased
to $6,810,300 from $4,889,000 for the six months ended June 30, 2008.

Years Ended December 31, 2008 and December 31, 2007

For the year ended December 31, 2008, total revenues were $83,500 compared to $232,000 for the year ended
December 31, 2007. The revenues generated in the years ended December 31, 2008 and 2007 were derived from a
combination of revenues from the collection of autologous adult stem cells, start up fees collected from collection centers
in NeoStem'’s collection center network and additionally, for the year ended December 31, 2007, recognition of fees
received in prior years from the sale of extended warrantie