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ASSETS

Current Assets
Cash and cash equivalents
Short term investments
Restricted cash

PART I. FINANCIAL INFORMATION
Item 1. Consolidated Financial Statements

NEOSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Unaudited)

Accounts receivable trade, net of allowance for doubtful accounts of $381,476 and $210,977, respectively

Inventories

Prepaids and other current assets
Total current assets

Property, plant and equipment, net

Land use rights, net

Goodwill

Intangible assets, net

Other assets

LIABILITIES AND EQUITY
Current Liabilities
Accounts payable
Accrued liabilities
Bank loans
Notes payable
Current portion of mortgages payable
Income taxes payable
Deferred income taxes
Unearned revenues
Total current liabilities
Long-term Liabilities
Deferred income taxes
Deferred rent liability
Unearned revenues
Mortgages payable
Derivative liabilities
Amount due related parties
Total long-term liabilities
Commitments and Contingencies
Redeemable Securities

Convertible Redeemable Series E Preferred Stock; 10,582,011 shares designated, liquidation value $1.00 per share;
issued and outstanding 10,190,085 and 10,582,011 shares, respectively, at March 31, 2011 and December 31,

2010

EQUITY
Shareholders' Equity

Preferred stock; authorized, 20,000,000 shares Series B convertible redeemable preferred stock liquidation value,
1 share of common stock, $.01 par value; 825,000 shares designated; issued and outstanding, 10,000 shares at

March 31, 2011 and December 31, 2010

Common stock, $.001 par value, authorized 500,000,000 shares;
issued and outstanding, 78,570,037 and 64,221,130 shares, respectively,

at March 31, 2011 and December 31, 2010

Additional paid-in capital
Accumulated deficit

Accumulated other comprehensive income
Total NeoStem, Inc. shareholders' equity

Noncontrolling interests
Total equity

March 31, December 31,
2011 2010

$ 9,411,871 § 15,612,391
514 512

6,403,388 3,381,369
7,105,917 5,871,474
26,184,008 21,023,388
1,332,198 993,711
50,437,896 46,882,845
48,890,745 36,998,241
4,797,728 4,807,834
36,771,050 27,002,044
31,767,134 24,466,597
3,145,491 2,867,188

$ 175,810,044 3 143,024,749
$ 12,403,852  $ 14,286,929
4,069,767 2,772,019
4,566,000 3,034,000
14,700,298 9,568,398
177,436 -
1,469,991 1,242.911
619,908 232,075
2,942,080 1,708,280
40,949,331 32,844,612
9,682,923 5,959,508
29,766 45,489

758,798 282,518
3,604,846 -
2,834,034 2,571,367
15,259,121 8,301,361
32,169,488 17,160,243
6,424,545 6,532,275
6,424,545 6,532,275

100 100

78,570 63,813
166,300,575 141,137,522
(105,680,243) (95,320,620)
4,296,735 2,779,066
64,995,737 48,659,881
31,270,943 37,827,738
96,266,680 86,487,619

$ 175,810,044 § 143,024,749

See accompanying notes to consolidated financial statements.




NEOSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three Months Ended March 31,
2011 2010
Revenues $ 19,641,113  $ 15,833,178
Cost of revenues 14,294,636 10,851,618
Gross profit 5,346,477 4,981,560
Research and development 2,913,260 1,300,158
Selling, general, and administrative 10,424,994 6,289,698
Operating loss (7,991,777) (2,608,296)
Other (expense):
Other expense, net (262,723) (164,073)
Interest expense (852,611) (8,519)
(1,115,334) (172,592)
Loss from operations before provision for income taxes and noncontrolling interests (9,107,110) (2,780,888)
Provision for income taxes 592,648 502,944
Net loss (9,699,758) (3,283,832)
Less - net income attributable to noncontrolling interests 473,233 1,328,653
Net loss attributable to NeoStem, Inc. (10,172,991) (4,612,485)
Preferred dividends 186,633 99,698
Net loss attributable to NeoStem, Inc. common shareholders $  (10,359,624) $ (4,712,183)
Basic and diluted loss per share $ 0.14) $ (0.12)
Weighted average common shares outstanding 73,654,165 40,023,386

See accompanying notes to consolidated financial statements.




NEOSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:

(Unaudited)

Common stock, stock options and warrants issued as payment for compensation, services rendered and interest expense

Depreciation and amortization
Amortization of preferred stock discount and issuance cost
Changes in fair value of derivative liabilities
Writeoff of in process research and development
Interest expense
Charitable contributions paid with common stock
Bad debt expense
Deferred tax liability
Other
Changes in operating assets and liabilities:
Prepaid expenses and other current assets
Accounts receivable
Inventory
Unearned revenues
Accounts payable, accrued expenses and other current liabilities
Net cash used in operating activities
Cash flows from investing activities:
Cash received in acquisition of PCT
Proceeds used in purchasing short term investments
Change in restricted cash
Acquisition of property and equipment
Net cash used in investing activities
Cash flows from financing activities:
Net proceeds from the exercise of warrants
Net proceeds from issuance of capital stock
Payment from related party
Repayment of mortgage loan
Proceeds from bank loan
Proceeds from notes payable
Repayment of notes payable
Repayment of debt to related party
Payment of dividend
Net cash provided by financing activities
Impact of changes in foreign exchange rates
Net decrease/(increase) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end period

Supplemental disclosure of cash flow information:
Cash paid during the period for:
Interest
Taxes
Supplemental schedule of non-cash investing activities
Acquisition of property and equipment
Capitalized interest
Supplemental schedule of non-cash financing activities
Common Stock and Warrants issued with the acquisition of PCT

Common Stock issued pursuant to the redemption of Convertible Redeemable Series E 7% Preferred Stock
Common Stock issued in payment of dividends for the Convertible Redeemable Series E 7% Preferred Stock

See accompanying notes to consolidated financial statements.

Three Months Ended March 31,

2011 2010
(9,699,758) $  (3,283,832)
2,018,902 2,055,104
2,203,684 767,624

676,123 -
262,667 -
927,000 -
83,207 -
607,363 -
(1,516) 18,550
(228,352) (60,622)
- 12,723
(125,791) (547,539)
(822,776) 210,846
(3,050,771) (4,595,421)
(573,210) 1,027,391
(2,471,865) 1,813,364
(10,195,093) (2,581,812)
227,942 -
- (858,179)
(2,625,344) 3,042
(707,224) (3,764,324)
(3,104,626) (4,619,461)
- 1,750,000
3,592,723 6,821,569
- 166,847
(2,320) -
1,518,000 -
7,249,117 6,603,303
(2,277,000) (3,812,159)
(3,000,000) -
- (69,455)
7,080,520 11,460,105
18,679 .
(6,200,520) 4,258,832
15,612,391 7,159,369
9411,871 $ 11,418,201
34,500 $ 200,482
1,295,800 533,942
389,300 -
130,100 84,000
17,866,200 -
783,900 -
308,700 -




NEOSTEM, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — The Company

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

NeoStem is an international biopharmaceutical company operating in three reportable segments: (i) Cell Therapy — United States; (ii) Regenerative
Medicine — China; and (iii) Pharmaceutical Manufacturing — China.

Through the Cell Therapy — United States segment, NeoStem is focused on the development of proprietary cellular therapies in oncology, immunology and
regenerative medicine and becoming a single source for collection, storage, manufacturing, therapeutic development and transportation of cells for cell based medicine
and regenerative science globally. Within this segment, the Company is a provider of adult stem cell collection, processing and storage services in the U.S., enabling
healthy individuals to donate and store their stem cells for personal therapeutic use. Pre-donating cells at birth or at a younger age helps to ensure a supply of autologous
stem cells should they be needed for future medical treatment.

The Company strengthened its expertise in cellular therapies, for its Cell Therapy - United States segment, with its January 19, 2011 acquisition of Progenitor
Cell Therapy, LLC, a Delaware limited liability company (“PCT”), pursuant to which the Company acquired all of the membership interests of PCT, and PCT is now a
wholly-owned subsidiary of NeoStem. PCT is engaged in a wide range of services in the cell therapy market for the treatment of human disease, including, but not
limited to contract manufacturing, product and process development, regulatory consulting, product characterization and comparability, and storage, distribution,
manufacturing and transportation of cell therapy products. PCT’s legacy business relationships also afford Neostem introductions to innovative therapeutic programs.
Through the PCT acquisition, NeoStem now owns approximately an 80% interest in Athelos, a company developing a T-cell based immunomodulatory therapeutic.
Results from ongoing phase 1 trials will determine the next phase of trials under this program. The Company views the PCT acquisition as fundamental to building a
foundation in achieving its strategic mission of capturing the paradigm shift to cell therapy. (See Note 4)

Through its Regenerative Medicine — China segment, in 2009, the Company began several China-based, Regenerative Medicine initiatives including: (i) creating
a separate China-based cell therapy operation, (ii) constructing a stem cell research and development laboratory and processing facility in Beijing, (iii) establishing
relationships with hospitals to provide cell-based therapies, and (iv) obtaining product licenses covering several adult stem cell therapeutics focused on regenerative
medicine.

The Company acquired its Pharmaceutical Manufacturing — China segment on October 30, 2009, when China Biopharmaceuticals Holdings, Inc. (“CBH”)
merged with and into CBH Acquisition LLC (“Merger Sub”), a wholly-owned subsidiary of NeoStem, with Merger Sub as the surviving entity (the “Erye Merger”). As
a result of the Erye Merger, NeoStem acquired CBH’s 51% ownership interest in Suzhou Erye Pharmaceutical Company Ltd. (“Erye”), a Sino-foreign joint venture with
limited liability organized under the laws of the People’s Republic of China. Erye was founded more than 50 years ago and represents an established, vertically-
integrated pharmaceutical business. Historically, Erye has concentrated its efforts on the manufacturing and distribution of generic antibiotic products. In 2010, Erye
began transferring its operations to its newly constructed manufacturing facility. The relocation is continuing as the new production lines are completed and receive
c¢GMP certification through 2011. The relocation is significantly increasing Erye’s manufacturing capacity.

Note 2 — Summary of Significant Accounting Policies

Principles of Consolidation: The consolidated financial statements include the accounts of NeoStem, Inc. and its wholly owned and partially owned subsidiaries and
affiliates as listed below:

Entity Percentage of Ownership Location
NeoStem, Inc. Parent Company United States of America
NeoStem Therapies, Inc. 100% United States of America
Stem Cell Technologies, Inc. 100% United States of America
NeoStem (China) Inc. 100% People’s Republic of China
Qingdao Neo Bio-Technology Ltd.* o People’s Republic of China
Beijing Ruijiao Bio-Technology Ltd.* * People’s Republic of China
Tianjin Neo Bio-Technology Co., Ltd.* o People’s Republic of China
China Biopharmaceuticals Holdings, Inc. (CBH) 100% United States of America
Suzhou Erye Pharmaceuticals Company Ltd. 51% owned by CBH People’s Republic of China
Progenitor Cell Therapy, LLC (PCT) 100% United States of America
NeoStem Family Storage LLC 100% United States of America
Athelos Corporation 80.1% owned by PCT United States of America




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

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

Cash and Cash Equivalents: Cash and cash equivalents include short-term, highly liquid investments with maturities of ninety days or less when purchased.

Concentration of Risks: For the three months ended March 31, 2011, two major suppliers provided approximately 22.7% of Erye’s purchases of raw materials with each
supplier individually accounting for approximately 13.2% and 9.5%. As of March 31, 2011, the total accounts payable to the two major suppliers represented 17% of
the total accounts payable balance.

Approximately 93% of Erye’s revenues are derived from products that use penicillin or cephalosporin as the key active ingredient. These products are manufactured on
two of the eight production lines in Erye’s manufacturing facility. Any issues or incidents that might disrupt the manufacturing of products requiring penicillin or
cephalosporin could have a material impact on the operating results of Erye. Any interruption or cessation in production could impact market sales.

Restricted Cash: Restricted cash represents cash required to be deposited with banks in China as collateral for the balance of bank notes payable and are subject to
withdrawal restrictions according to the agreement with the bank. The required deposit rate is approximately 30 — 50% of the notes payable balance. Such restricted cash
associated with these notes payable is reflected within current assets. In addition, the Company has restricted cash associated with its Series E Preferred Stock, which is
held in escrow and is not available to meet current cash requirements, and is therefore recorded in other assets.

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

Inventories: Inventories are stated at the lower of cost or market using the first-in, first-out basis. The Company reviews its inventory periodically and will reduce
inventory to its net realizable value depending on certain factors, such as product demand, remaining shelf life, future marketing plans, obsolescence and slow-moving
inventories. The Company includes in work in process the cost incurred on projects at PCT that have multiple deliverables and therefore cannot be recognized as
revenue until the project is completed. The Company reviews these projects periodically to determine that the value of each project is stated at the lower of cost or
market.

Inventories consisted of the following (in thousands):

March 31, December 31,
2011 2010
Raw materials and supplies $ 72570 $ 8,043.8
Work in process 9,423.7 4,792.4
Finished goods 9,503.3 8,187.2
Total inventory $ 26,1840 $ 21,023.4

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




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

Useful Life March 31, 2011 December 31, 2010

Building and improvements 25-30 years $ 19,6213 $ 6,091.9
Machinery and equipment 8-12 years 20,396.0 19,387.6
Lab equipment 5-7 years 1,853.3 716.2
Furniture and fixtures 5-12 years 632.0 392.5
Vehicles 8 years 274.8 273.9
Software 3-5 years 101.1 99.6
Leasehold improvements 2-3 years 2,835.9 2,109.8
Construction in progress 6,907.9 10,339.2
52,622.3 39,410.7

Accumulated depreciation (3,731.5) (2,412.5)
$ 48,890.8 $ 36,998.2

The Company’s results included depreciation expense of approximately $1,288.8 for the three months ended March 31, 2011.

Erye is constructing a new factory and is in the process of relocating to the new facility as the project is completed. Construction in progress is related to this
production facility which is being built in accordance with the PRC’s Good Manufacturing Practices (“GMP”) Standard. The Company expects that the construction will
be completed in 201 1; however, certain elements of the project have been completed and put into service in 2010. The estimated additional cost to complete construction
will be approximately $2.7 million. No depreciation is provided for construction-in-progress until such time the assets are completed and placed into service. Interest
incurred during the period of construction, if material, is capitalized. The Company capitalized $130,100 of interest expense for the three months ended March 31, 2011
and $629,100 for the three months ended March 31, 2010.

Land Use Rights: According to Chinese law, the government owns all the land in China. Companies or individuals are authorized to possess and use the land only
through land use rights granted by the Chinese government. Land use rights are being recognized ratably using the straight-line method over the lease term of 50 years.

Income Taxes: The Company recognizes (a) the amount of taxes payable or refundable for the current year and (b) deferred tax liabilities and assets for the future tax
consequences of events that have been recognized in the Company’s financial statements or tax returns. The Company continues to evaluate the accounting for
uncertainty in tax positions. The guidance requires companies to recognize in their financial statements the impact of a tax position if the position is more likely than not
of being sustained on audit. The position ascertained inherently requires judgment and estimates by management. As of March 31, 2011, management does not believe
the Company has any material uncertain tax positions that would require it to measure and reflect the potential lack of sustainability of a position on audit in its financial
statements. The Company will continue to evaluate its uncertain tax positions in future periods to determine if measurement and recognition in its financial statements is
necessary. The Company does not believe there will be any material changes in its unrecognized tax positions over the next year.

The Company recognizes interest and penalties as a component of income tax expense. Interest and penalties for the three months ended March 31, 2011 and 2010
was zero.

The Company files income tax returns with the U.S. Federal government and various state and foreign jurisdictions. The statute of limitations has expired on all
consolidated U.S. Federal corporate income tax returns filed through 2006, and the Internal Revenue Service is not currently examining any of the post-2006 returns
filed by the Company.




Comprehensive Income (Loss): The accumulated other comprehensive income (loss) balance at March 31, 2011 and December 31, 2010 in the amount of $4,296,700
and $2,779,100, respectively, is comprised entirely of foreign currency translation adjustments. Comprehensive loss for the three months ended March 31, 2011 and
2010 was as follows (in thousands):

Three Months Ended March 31,

2011 2010

Net loss $ (9,699.8) $ (3,283.8)
Other comprehensive income

Foreign currency translation 1,517.7 13.2
Total other comprehensive income 1,517.7 13.2
Comprehensive loss (8,182.1) (3,270.6)

Comprehensive income attributable to noncontrolling interests 1,216.9 1,335.1
Comprehensive loss attributable to common shareholders $ (9,399.0) $ (4,605.7)

Goodwill and Other Intangible Assets: Goodwill is the excess of purchase price over the fair value of identified net assets of businesses acquired. The Company’s
intangible assets with an indefinite life are related to in process research and development at Erye, as the Company expects this research and development to provide the
Company with substantial benefit for a period that extends beyond the foreseeable horizon. Amortized intangible assets consist of Erye’s customer list, manufacturing
technology, standard operating procedures, tradename, lease rights and patents, as well as patents and rights associated primarily with the VSEL ™ Technology. These
intangible assets are amortized on a straight line basis over their respective useful lives.

The Company reviews goodwill and indefinite-lived intangible assets at least annually for possible impairment. Goodwill and indefinite-lived intangible assets are
reviewed for possible impairment between annual tests if an event occurs or circumstances change that would more likely than not reduce the fair value of the reporting
unit below its carrying value. The Company tests its goodwill and indefinite-lived intangible assets for its Cell Therapy — United States, Regenerative Medicine — China,
and its Pharmaceutical Manufacturing — China reporting units on October 31. The Company reviews the carrying value of goodwill and indefinite-lived intangible assets
utilizing a discounted cash flow model, and, where appropriate, a market value approach is also utilized to supplement the discounted cash flow model. The Company
makes assumptions regarding estimated future cash flows, discount rates, long-term growth rates and market values to determine each reporting unit’s estimated fair
value. If these estimates or related assumptions change in the future, the Company may be required to record impairment charges.

Derivatives: Derivative instruments, including derivative instruments embedded in other contracts, are recorded on the balance sheet as either an asset or liability
measured at its fair value. Changes in the fair value of derivative instruments are recognized currently in results of operations unless specific hedge accounting criteria
are met. The Company has not entered into hedging activities to date. As a result of certain financings (see Note 8), derivative instruments were created that are
measured at fair value and marked to market at each reporting period. Changes in the derivative value are recorded as other income (expense) on the consolidated
statements of operations.

Evaluation of Long-lived Assets: The Company reviews long-lived assets and finite-lived intangibles assets for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset exceeds the fair value of the asset. If other events or changes in circumstances indicate that the carrying
amount of an asset that the Company expects to hold and use may not be recoverable, the Company will estimate the undiscounted future cash flows expected to result
from the use of the asset or its eventual disposition, and recognize an impairment loss. The impairment loss, if determined to be necessary, would be measured as the
amount by which the carrying amount of the assets exceeds the fair value of the assets.

Share-Based Compensation: The Company expenses all share-based payment awards to employees and consultants, including grants of stock options, warrants, and
restricted stock, over the requisite service period based on the grant date fair value of the awards. For awards with performance-based vesting criteria, the Company
estimates the probability of achievement of the performance criteria and recognizes compensation expense related to those awards expected to vest. The Company
determines the fair value of certain share-based awards using the Black-Scholes option-pricing model which uses both historical and current market data to estimate the
fair value. This method incorporates various assumptions such as the risk-free interest rate, expected volatility, expected dividend yield and expected life of the options
or warrants. The fair value of the Company’s restricted stock and restricted stock units is based on the closing market price of the Company’s common stock on the date
of grant. See Note 9.

Earnings Per Share: Basic loss per share is based on the weighted effect of all common shares issued and outstanding, and is calculated by dividing net loss attributable
to common shareholders by the weighted average shares outstanding during the period. Diluted loss per share, which is calculated by dividing net loss attributable to
common shareholders by the weighted average number of common shares used in the basic earnings per share calculation plus the number of common shares that would
be issued assuming conversion of all potentially dilutive securities outstanding, is not presented as such potentially dilutive securities are anti-dilutive in all periods
presented. For the three months ended March 31, 2011 and 2010, the Company incurred net losses and therefore no common stock equivalents were utilized in the
calculation of earnings per share. At March 31, 2011 and 2010, the Company excluded the following potentially dilutive securities:




March 31,

2011 2010
Stock Options 15,080,095 10,065,574
Warrants 25,129,066 17,762,611
Series C Preferred Stock, Common stock equivalents - 9,086,124
Series E Preferred Stock, Common stock equivalents 5,149,889 -

Revenue Recognition: The Company recognizes revenue from pharmaceutical and pharmaceutical intermediary product sales when title has passed, the risks and
rewards of ownership have been transferred to the customer, the fee is fixed and determinable, and the collection of the related receivable is reasonably assured which is
at the time of delivery. The Company recognizes revenue for its cell development and manufacturing services based on the terms of individual contracts. In certain
cases, there are multiple elements that cannot be considered separate deliverables and therefore the Company recognizes revenue on a completed contract basis for these
arrangements. In other cases, the Company is paid for time and materials or for fixed monthly amounts and revenue is recognized when efforts are expended or
contractual terms have been met. The Company recognizes revenue related to the collection and cryopreservation of cord blood and autologous adult stem cells when
the cryopreservation process is completed which is twenty four hours after cells have been collected. Revenue related to advance payments of storage fees is recognized
ratably over the period covered by the advanced payments. The Company earns revenue, in the form of license fees, from physicians seeking to establish autologous
adult stem cell collection centers. These license fees are typically billed upon signing of the collection center agreement and qualification of the physician by the
Company’s credentialing committee and at various times during the term of license agreement based on the terms of the specific agreement. These fees are recognized as
revenue ratably over the appropriate period of time to which the revenue element relates. The Company also receives licensing fees from a licensee for use of its
technology and knowledge to operate an adult stem cell banking operation in China, which licensing fees are recognized as revenues ratably over the appropriate period
of time to which the revenue element relates. In addition, the Company earns royalties for the use of its name and scientific information in connection with its License
and Referral Agreement with Ceregenex Corporation, which royalties are recognized as revenue when they are received.

Revenues for the three months ended March 31, 2011 and 2010 were comprised of the following (in thousands):

Three Months Ended March 31,

2011 2010
Revenues
Prescription drugs and intermediary pharmaceutical products $ 18,141.8 $ 15,771.3
Stem cell related service revenue 1,499.3 61.9
$ 19,641.1 $ 15,833.2

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

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

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

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

The Company determined the fair value of funds invested in short term investments, which are considered trading securities, to be level 1 inputs measured by
quoted prices of the securities in active markets. The Company determined the fair value of funds invested in money market funds to be level 1. The Company
determined the fair value of the embedded derivative liabilities and warrant derivative liabilities to be level 3 inputs. These inputs require material subjectivity because
value is derived through the use of a lattice model that values the derivatives based on probability weighted discounted cash flows. The following table sets forth by
level within the fair value hierarchy the Company’s financial assets and liabilities that were accounted for at fair value on a recurring basis as of March 31, 2011, and
December 31, 2010 (in thousands):




March 31, 2011
Fair Value Measurements Using Fair Value Hierarchy

Level 1 Level 2 Level 3
Money market investments $ 2,501.3 $ - 3 -
Short term investments 0.5 - -
Embedded derivative liabilities - - 2,466.8
Warrant derivative liabilities - - 367.3

December 31, 2010
Fair Value Measurements Using Fair Value Hierarchy

Level 1 Level 2 Level 3
Money market investments $ - $ 2,501.0 $ -
Short term investments 0.5 - -
Embedded derivative liabilities - - 2,281.8
Warrant derivative liabilities - - 289.6

Subsequent to December 31, 2010 the Company reevaluated the characteristics of the money market savings account, currently recorded as other assets, and
determined it is not tied to underlying securities and has been reclassified to level 1.

For those financial instruments with significant Level 3 inputs, the following table summarizes the activity for the three months ended March 31, 2011 by type of
instrument (in thousands):

Embedded
Description Derivatives Warrants
Ending liability balance, December 31, 2010 $ 2,281.8 § 289.6
Changes in fair value recorded in earnings 185.0 77.7
Ending liability balance, March 31, 2011 $ 2,466.8 $ 367.3

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

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

Translation adjustments resulting from this process are included in accumulated other comprehensive income (loss) and amounted to $4,296,700, and $2,779,100
as of March 31, 2011 and December 31, 2010, respectively.

Research and Development Costs: Research and development (“R&D”) expenses include salaries, benefits, and other headcount related costs, clinical trial and related
clinical manufacturing costs, contract and other outside service fees including sponsored research agreements, and facilities and overhead costs. The Company expenses
the costs associated with research and development activities when incurred.

To further drive the Company’s stem cell initiatives, the Company will continue targeting key governmental agencies, congressional committees and not-for-
profit organizations to contribute funds for the Company’s research and development programs. The Company accounts for government grants as a deduction to the
related expense in research and development operating expenses when earned.

Statutory Reserves: Pursuant to laws applicable to entities incorporated in the PRC, the PRC subsidiaries are prohibited from distributing their statutory capital and are
required to appropriate from PRC GAAP profit after tax to other non-distributable reserve funds. These reserve funds include one or more of the following: (i) a general
reserve, (ii) an enterprise expansion fund and (iii) a staff bonus and welfare fund. Subject to certain cumulative limits (i.e., 50% of the registered capital of the relevant
company), the general reserve fund requires annual appropriation at 10% of after tax profit (as determined under accounting principles generally accepted in the PRC at
each year-end); the appropriation to the other funds are at the discretion of the subsidiaries.
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The general reserve is used to offset extraordinary losses. Subject to approval by the relevant authorities, a subsidiary may, upon a resolution passed by the
shareholders, convert the general reserve into registered capital provided that the remaining general reserve after the conversion shall be at least 25% of the registered
capital of the subsidiary before the capital increase as a result of the conversion. The staff welfare and bonus reserve is used for the collective welfare of the employees
of the subsidiary. The enterprise expansion reserve is for the expansion of the subsidiary’s operations and can also be converted to registered capital upon a resolution
passed by the shareholders subject to approval by the relevant authorities. These reserves represent appropriations of the retained earnings determined in accordance with
Chinese law, and are not distributable as cash dividends to the parent company, NeoStem. Statutory reserves are $2,242,000 and $2,234,600 as of March 31, 2011 and
December 31, 2010, respectively.

Relevant PRC statutory laws and regulations permit payment of dividends by the Company’s PRC subsidiaries only out of their accumulated earnings, if any, as
determined in accordance with PRC accounting standards and regulations. As a result of these PRC laws and regulations, the Company’s PRC subsidiaries are restricted
in their ability to transfer a portion of their net assets either in the form of dividends, loans or advances. The restricted amount was $214,900 at March 31, 2011 and
$214,200 at December 31, 2010.

Note 3 — Recent Accounting Pronouncements

In January 2010, the FASB amended the existing disclosure guidance on fair value measurements, which was effective January 1, 2011, for disclosures about
purchases, sales, issuances, and settlements in the roll forward of activity in Level 3 fair value measurements. Since the amended guidance requires only additional
disclosures, the adoption of the provisions did not have a material impact on the consolidated financial statements.

In March 2010, the FASB issued guidance which allows the milestone method to be used as an acceptable revenue recognition methodology when an
arrangement includes substantive milestones. The guidance provides a definition of substantive milestone and should be applied regardless of whether the arrangement
includes single or multiple deliverables or units of accounting. The guidance is limited to the transactions involving milestones relating to research and development
deliverables. The guidance includes enhanced disclosure requirements about each arrangement, individual milestones and related contingent consideration, information
about substantive milestones and factors considered in the determination. The guidance is effective prospectively to milestones achieved in fiscal years, and interim
periods within those years, after June 15, 2010. The adoption of this guidance did not have a material impact on the consolidated financial statements.

In April 2010, the FASB issued an update which addresses the accounting for stock options when denominating the exercise price of a share-based payment
award in the currency of the market in which the underlying equity security trades. A share-based payment award with an exercise price denominated in the currency of
market in which a substantial portion of the entity’s equity securities trades shall not be considered to contain a condition that is not a market, performance, or service
condition. Therefore such an award shall not be classified as a liability if it otherwise qualifies for equity classification. The adoption of this guidance did not have a
material impact on the consolidated financial statements.

In December 2010, the FASB issued an update which addresses when to perform Step 2 of the goodwill impairment test for reporting units with zero or negative
carrying amounts. The update modifies Step 1 of the goodwill impairment test for reporting units with zero or negative carrying amounts. For those reporting units, an
entity is required to perform Step 2 of the goodwill impairment test if it is more likely than not that a goodwill impairment exists. In determining whether it is more
likely than not that goodwill impairment exists, an entity should consider whether there are any adverse qualitative factors indicating that impairment may exist. The
qualitative factors are consistent with the existing guidance, which requires that goodwill of a reporting unit be tested for impairment between annual tests if an event
occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying amount. This update is effective for fiscal
years, and interim periods within those years, beginning after December 15, 2010. The Company will evaluate the impact of adopting this pronouncement when it
performs its goodwill impairment test.

In December 2010, the FASB issued an update which addresses the disclosure of supplementary pro forma information for business combinations. The update
requires public entities to disclose pro forma information for business combinations that occurred in the current reporting period, including revenue and earnings of the
combined entity for the current reporting period as though the acquisition date for all business combinations that occurred during the year had been as of the beginning of
the annual reporting period. If comparative financial statements are presented, the pro forma revenue and earnings of the combined entity for the comparable prior
reporting period should be reported as though the acquisition date for all business combinations that occurred during the current year had been as of the beginning of the
comparable prior annual reporting period. Amendments in this update are effective prospectively for business combinations for which the acquisition date is on or after
the beginning of the first annual reporting period beginning on or after December 15, 2010. The Company has adopted this update and applied the disclosure
requirements in connection with the PCT Merger (See Note 4).




Note 4 — Acquisitions

On January 19, 2011 (the “Closing Date”), NBS Acquisition Company LLC (“Subco”), a newly formed wholly-owned subsidiary of NeoStem, merged (the “PCT
Merger”) with and into Progenitor Cell Therapy, LLC, a Delaware limited liability company (“PCT”), with PCT as the surviving entity, in accordance with the terms of
the Agreement and Plan of Merger, dated September 23, 2010 (the “PCT Merger Agreement”), among NeoStem, PCT and Subco. As a result of the consummation of
the PCT Merger, NeoStem acquired all of the membership interests of PCT, and PCT is now a wholly-owned subsidiary of NeoStem.

Founded by Dr. Andrew L. Pecora and Robert A. Preti, Ph.D., PCT became an internationally recognized cell therapy services and development company. They
sought to create a business for “as needed” development and manufacturing services for the emerging cell therapy industry and to prepare for eventual
commercialization. With its cell therapy manufacturing facilities and team of professionals, PCT offers a platform that can facilitate the preclinical and clinical
development and commercialization of cellular therapies for clients throughout the world. PCT offers current Good Manufacturing Practices (¢cGMP)-compliant cell
transportation, manufacturing, storage, and distribution services and supporting clinical trial design, product process development, logistics, regulatory and quality
systems development services. In addition, through its network of contacts throughout the cell therapy industry, PCT is able to identify early stage development
opportunities in the cell therapy field and opportunistically develop these cell therapies through proof of concept where they can be further developed and ultimately
commercialized through NeoStem’s developing commercial structure. Dr. Preti now serves as PCT's President and Dr. Pecora as part-time Chief Medical Officer of
PCT.

PCT is engaged in a broad range of services in the cell therapy market for the treatment of human disease, including but not limited to contract manufacturing,
product and process development, product and regulatory consulting, and product characterization and comparability. PCT’s expertise in the cell therapy space, which
includes therapeutic vaccines (oncology), various related cell therapeutics, cell diagnostics, and regenerative medicine, creates a platform upon which NeoStem intends
to build a therapeutics strategy. NeoStem’s goal is to develop internally, or through partnerships, allogeneic (cells from a third-party donor) or autologous (cells from
oneself) cell therapeutics technologies that, in the aggregate, will comprise the Cell Therapy — United States reportable segment.

In addition, PCT will assume NeoStem’s adult stem cell business based on PCT’s strategic advantages in meeting cGMP regulatory requirements in an industry
that is widely dispersed with a range of quality issues. NeoStem believes that PCT, as a quality leader, is ideally positioned to become a leader in cell collection,
processing and storage (cell banking) which is synergistic with NeoStem’s roots in this business. In addition, PCT’s leadership in the transportation and distribution of
cell therapy products is complementary to NeoStem’s strategic vision of working with the industry leader as the partner of choice. These efforts are being bundled
together into a new service with PCT’s cord blood banking business into a multigenerational stem cell collection and storage plan that the Company will call the “Family
Plan”.

Pursuant to the terms of the PCT Merger Agreement, all of the membership interests of PCT outstanding immediately prior to the effective time of the PCT
Merger (the “Effective Time”) were converted into the right to receive, in the aggregate, (i) 10,600,000 shares of the common stock, par value $0.001 per share, of
NeoStem (the “NeoStem Common Stock™) (reflecting certain final price adjustments agreed to at the closing) and (ii) warrants to purchase an aggregate 3,000,000 shares
of NeoStem Common Stock as follows:

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

(ii)  common stock purchase warrants to purchase one million (1,000,000) shares of NeoStem Common Stock exercisable over a seven year term at an exercise
price of $3.00 per share (the “$3.00 Warrants™); and

(iii) common stock purchase warrants to purchase one million (1,000,000) shares of NeoStem Common Stock exercisable over a seven year period at an
exercise price of $5.00 per share (the “$5.00 Warrants” and, collectively with the $7.00 Warrants and the $3.00 Warrants, the “Warrants™).

The Warrants are redeemable in certain circumstances. Transfer of the shares issuable upon exercise of the Warrants is restricted until the one year anniversary
of the Closing Date.




In accordance with the PCT Merger Agreement, NeoStem has deposited into an escrow account with the escrow agent (who is initially NeoStem’s transfer agent),
10,600,000 shares of NeoStem Common Stock for eventual distribution to the former members of PCT (subject to downward adjustment to satisfy any indemnification
claims of NeoStem, all as described in the PCT Merger Agreement).

The issuance of NeoStem securities in the PCT Merger was approved at a special meeting of shareholders of NeoStem held on January 18, 2011 (the “NeoStem
Special Meeting”), on which date the PCT Merger was also approved at a special meeting of members of PCT.

The fair value of the net assets acquired in the PCT Merger was $8,186,200. The fair value of the equity issued as consideration by NeoStem was valued at
$17,866,200 resulting in the recognition of goodwill in the amount of $9,680,000. The fair value of the equities issued by NeoStem included 10,600,000 shares of
NeoStem Common stock valued at $15,900,000 and NeoStem warrants to purchase up to 3,000,000 shares valued at $1,966,200. A portion of the consideration paid is
contingent upon the accomplishment of a certain milestone for the $7.00 warrant. Such contingent consideration has been classified as equity and will not be subject to
remeasurement. The goodwill that has been created by this acquisition is reflective of values and opportunities of utilizing PCT’s cell collection, processing and storage
(cell banking) resources and production capacities, as mentioned above. Due to the structure of the transaction, none of the goodwill is expected to be tax deductible.

The preliminary fair value of assets acquired and liabilities assumed on January 19, 2011 are as follows:

Cash $ 227,900
Accounts Receivable 442,400
Inventory 2,032,800
Other Current Assets 166,200
Property, Plant & Equipment 11,858,400
Intangibles 8,100,000
Goodwill 9,680,000
Other Assets 654,100
Accounts Payable 1,370,900
Other Liabilities 540,500
Deferred Revenues 2,280,200
Amount Due Related Party 3,000,000
Deferred Tax Liability 4,319,600
Mortgages Payable 3,784,600

The total cost of the acquisition, which is still preliminary, has been allocated to the assets acquired and the liabilities assumed based upon their estimated fair values
at the date of the acquisition. This estimated purchase price allocation is subject to revision based on additional valuation work that is being conducted. The final
allocation is pending the receipt of this valuation work and the completion of the Company’s internal review, which is expected during fiscal 2011.

For the period since the acquisition (January 19-March 31, 2011), NeoStem recorded $1,426,200 in revenues and a net loss of $1,631,900 or $.02 basic and
diluted loss per share attributable to PCT.




The following supplemental table presents unaudited consolidated pro forma financial information as if the closing of the acquisition of PCT had occurred on January
1, 2010 (in thousands, except per share amounts):

Three Months Ended March 31, Three Months Ended March 31,

2011 2011 2010 2010
(As Reported) (Proforma) (As Reported) (Proforma)
Revenues $ 19,641.1 § 20,023.5 $ 15,8332  $ 18,629.2
Cost of revenues 14,294.6 14,619.1 10,851.6 13,702.4
Gross profit 5,346.5 5,404.4 4,981.6 4,926.8
Research and development 2,913.3 2,913.3 1,300.2 1,300.2
Selling, general, and administrative 10,425.0 10,814.2 6,289.7 7,235.1
Operating loss (7,991.8) (8,323.1) (2,608.3) (3,608.5)
Other income (expense), net (1,115.3) (1,150.2) (172.6) (442.5)
Loss from operations before provision for income taxes and noncontrolling interests (9,107.1) (9,473.3) (2,780.9) (4,051.0)
Provision for income taxes 592.6 473.2 502.9 411.2
Net loss (9,699.7) (9,946.5) (3,283.8) (4,462.2)
Less — net income attributable to noncontrolling interests 4732 473.2 1,328.7 1,328.7
Preferred dividends 186.7 183.6 99.7 99.7
Net loss attributable to NeoStem, Inc. common shareholders $ (10,359.6) $ (10,603.3) $ (4,712.2) $ (5,890.6)
Basic and diluted loss per share $ 0.14) $ 0.14) 3 0.12) $ (0.12)
Weighted average common shares outstanding 73,654,165 75,774,165 40,023,386 50,623,386

The unaudited supplemental pro forma financial information should not be considered indicative of the results that would have occurred if the PCT Merger had been
consummated on January 1, 2010, nor are they indicative of future results.

Athelos Corporation (“Athelos”) is a subsidiary of PCT pursuing the development of T regulatory cells (TRegs) as a therapeutic to treat disorders of the immune
system. Pursuant to a Stock Purchase and Assignment Agreement dated March 28, 2011, Athelos issued approximately 20% of its shares to Becton Dickinson and
Company (“BD”) in exchange for its rights to certain intellectual property relating to TRegs as owned pursuant to the patent license agreement between the University of
Pennsylvania (“Penn”) and BD dated September 28, 2005 (the “Penn License”), and the license agreement between ExCell Therapeutics, LLC and BD dated September
16, 2005, as amended August 31, 2007 (the “Excel License”). Pursuant to the Penn License, BD had exclusive worldwide rights to the TReg patents listed in that
agreement. As assignee, Athelos will pay Penn a royalty on net sales of licensed products and milestones on initiation of clinical trial stages, license application filings
and regulatory approvals. In addition, Athelos will pay Penn an annual license maintenance fee. Pursuant to the ExCell License, BD had exclusive worldwide rights to
the patents referenced therein. As assignee, Athelos will pay ExCell a royalty on net sales of licensed products and milestones on completion of clinical trial phases, as
well as regulatory approval. It is the express intent of all parties that the BD assignments to Athelos will be expeditiously replaced with direct licenses between Athelos
and Penn and between Athelos and USC. Pursuant to the Stockholders’ Agreement dated March 28, 2011, Athelos, PCT and BD have agreed, that, among other things,
BD will have certain anti-dilution protection for the first $5 million of new investment in Athelos and certain board of directors’ observer rights. BD has assigned to
Athelos, and Athelos assumed, all rights, title, interest and obligations of BD under a consulting agreement dated as of September 16, 2005 between David Horwitz,
M.D. and BD, to be paid retroactively beginning as of January 1, 2011, for services rendered in advancing the Athelos TReg research and development platform. PCT
has valued BD’s share of the contributed intellectual properties at $927,000 and characterized this acquired intangible asset as in-process research and development
which has been recorded as expense within research and development expense for the three months ended March 31, 2011.

Note 5 — Goodwill and Other Intangible Assets

The changes in the carrying amount of goodwill by reportable segment during three months ended March 31, 2011 were as follows (in thousands):

Pharmaceutical
Cell Therapy - Regenerative Manufacturing -
United States Medicine - China China
Balance as of December 31, 2010
Goodwill $ 5582 % -3 27,002.0
Accumulated impairment losses (558.2) - -
- - 27,002.0
Acquisitions* 9,680.0 - -
Foreign currency exchange rate changes - - 89.0
Balance as of March 31, 2011
Goodwill 9,680.0 - 27,091.0
$ 9,680.0 $ - 3 27,091.0

* Goodwill associated with the PCT Merger




As of March 31, 2011 and December 31, 2010, the Company’s intangible assets and related accumulated amortization consisted of the following (in thousands):

March 31, 2011 December 31, 2010
Accumulated Accumulated
Useful Life Gross Depreciation Net Gross Depreciation Net
Customer list 10 Years $ 19,1985 $§ (2,549.1) $ 16,6494 $ 17,740.0 $ (2,069.7) $ 15,670.3
Manufacturing technology 10 Years 9,634.5 (706.4) 8,928.1 4,220.6 (492.4) 3,728.2
Tradename 10 Years 2,287.2 (165.5) 2,121.7 983.9 (114.7) 869.2
In process R&D Indefinite 2,226.9 - 2,226.9 2,219.6 - 2,219.6
Standard operating procedure 10 Years 1,070.3 (151.6) 918.7 1,066.8 (124.5) 942.3
Lease rights 2 Years 819.9 (580.8) 239.1 817.2 (476.7) 340.5
VSEL patent rights 19 Years 669.0 (114.4) 554.6 669.0 (105.6) 563.4
Patents 8 Years 164.9 (36.3) 128.6 164.3 (31.2) 133.1
Total Intangible Assets $ 36,0712 $ (4304.1) $ 31,767.1 $§ 278814 $ (3,414.8) $ 24,466.6

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

Three Months Ended March 31,

2011 2010
Cost of revenues $ 3410 $ 101.6
Selling, general, and administrative 521.7 383.4
Research and development 13.7 13.6
Total $ 8764 § 498.6
Estimated intangible amortization expense on an annual basis for the succeeding five years is as follows (in thousands):
Years Ending December 31, Amount
2011 $ 2,763.0
2012 3,350.9
2013 3,274.0
2014 3,274.0
2015 3,274.0
Thereafter 15,831.2
Total $  31,767.1
Note 6— Accrued Liabilities
Accrued liabilities are as follows (in thousands):
December 31,
March 31, 2011 2010

VAT and other taxes $ 8073 $ 126.6
Amount due on patent infringement 761.0 758.5
Professional fees 638.1 564.7
Customer security deposits 440.9 284.8
Salaries and related taxes 3314 68.8
Research and development expenses 321.8 -
Employee benefits 202.4 141.8
Utilities 198.6 253.6
Other 110.3 274.8
Franchise taxes 78.3 333
Freight insurance 76.5 -
Employee expenses 473 -
Rent expense 36.4 26.5
Construction costs 19.5 154.1
Dividends payable - 84.5

$ 4,069.8 $ 2,772.0




Note 7 — Bank Loans, Notes Payable and Mortgages Payable

Bank Loans

In November 2010, Erye obtained a bank loan of approximately $3,044,000 from the CITIC Bank International with an interest rate of 5.56% and is due in
November 2011.

In March 2011, Erye obtained an additional bank loan of approximately $1,522,000 from the China Merchants Bank with a variable interest rate that is
currently 6.06% and is due in September 2011. The interest rate is tied to People’s Bank of China benchmark rate; the maximum interest rate on the loan is 12.00%.

Notes Payable

Erye has approximately $14,505,900 of notes payable outstanding as of March 31, 2011. Notes are payable to the banks who issue bank notes to Erye’s creditors.
Notes payable are interest free and usually mature after a three to six month period. In order to issue notes payable on behalf of Erye, the banks require collateral, such as
cash deposits which are approximately 30% - 50% of notes to be issued, or properties owned by Erye. Restricted cash pledged as collateral for the balance of notes
payable at March 31, 2011 and December 31, 2010, amounted to approximately $6,024,500 and $3,381,400, respectively. At March 31, 2011 and December 31, 2010,
the restricted cash amounted to 41.50% and 35.80%, respectively, of the notes payable Erye issued, and the remainder of the notes payable is collateralized by pledging
the land use right Erye owns, which amounted to approximately $4,797,700 and $4,807,800 at March 31, 2011 and December 31, 2010, respectively.

The Company has financed certain insurance policies and has notes payable at March 31, 2011 of approximately $194,400 related to these policies. These notes
require monthly payments and mature in less than one year.

Mortgages Payable

On October 31, 2007, PCT issued a note to borrow $3,120,000 (the “Note”) in connection with its $3,818,500 purchase of condominium units in an existing
building in Allendale, New Jersey (the “Property”) that PCT uses as a laboratory and stem cell processing facility. The Note is payable in 239 consecutive monthly
payments of principal and interest, based on a 20 year amortization schedule; and one final payment of all outstanding principal plus accrued interest then due. The
current monthly installment is $20,766, which includes interest at an initial rate of 5.00%; the interest rate and monthly installments payments are subject to adjustment
on October 1, 2017. On that date, upon prior written notice, the lender shall have the option to declare the entire outstanding principal balance, together with all
outstanding interest, due and payable in full. The Note is secured by substantially all of the assets of PCT, including a first mortgage on the Property and assignment of
an amount approximately equal to eighteen months debt service held in escrow. The Note matures on October 1, 2027 if not called by the lender on October 1, 2017. The
Note is subject to certain debt service coverage and total debt to tangible net worth financial covenant ratios semi-annually. The next measurement period for financial
covenants is June 30, 2011. PCT was not in compliance with such covenants through December 31, 2010, and has obtained a covenant waiver letter from the lender for
all periods through June 30, 2011. The outstanding balance was approximately $2,782,000 at March 31, 2011. On December 6, 2010 PCT Allendale, a wholly-owned
subsidiary of PCT, entered into a note for a second mortgage in the amount of $1 million on the Allendale Property with TD Bank, N.A. This loan is guaranteed by PCT,
DomaniCell (a wholly-owned subsidiary of PCT, now known as NeoStem Family Storage, LLC), Northern New Jersey Cancer Associates (“NNJCA”) and certain
partners of NNJCA and is subject to a financial covenant starting December 31, 2011. The loan is for 124 months at a fixed rate of 6% for the first 64 months. The loan
is callable for a certain period prior to the interest reset date. The initial four months is interest only. The outstanding balance as of March 31, 2011 is $1,000,000.

Note 8 — Preferred Stock
Convertible Redeemable Series E 7% Preferred Stock

On November 19, 2010, the Company sold 10,582,011 Preferred Offering Units consisting of (i) one share (“Preferred Share”) of Series E 7% Senior
Convertible Preferred Stock, par value $0.01 per share, of the Company, (ii) a warrant to purchase 0.25 of a share of Common Stock (an aggregate of 1,322,486
warrants) and (iii) 0.0155 of a share of Common Stock (an aggregate of 164,418 shares). Each Preferred Offering Unit was priced at $0.945 and total gross and net
proceeds received by the Company were $10,000,000 and $8,876,700, respectively.

In the event of any liquidation, dissolution or winding up of the Company, either voluntary or involuntary, the holders of the Preferred Shares are entitled to
receive, out of the assets of the Company available for distribution to shareholders, prior and in preference to any distribution of any assets of the Company to the
holders of any other class or series of equity securities, the amount of $1.00 per share plus all accrued but unpaid dividends.

Dividends on the Preferred Shares accrue at a rate of 7% per annum and are payable monthly in arrears. The Company is required to redeem 1/27 of the
Preferred Shares monthly.




Monthly dividend and principal payments began on March 21, 2011 and continue on the 19th of each month thereafter with the final payment due on May 20,
2013. Payments can be made in cash or, upon notification to the holders, in shares of Company common stock, provided certain conditions are satisfied or holders of
Preferred Shares agree to waive the conditions for that payment period. If the conditions are not satisfied, the Company must make payments in cash. Payments which
are made in stock will be made in shares which are freely tradable. The price of the shares will be calculated based on 92% of the average of the lowest 5 days’ volume
weighted average prices of the 20 trading days prior to the payment date, and the shares are delivered in tranches beginning in advance of the applicable payment
date. As of March 31, 2011, the Company had issued 838,729 shares of Company common stock in payment of monthly dividends and principal, including required
advanced payments.

The Company may pre-pay the outstanding balance of the Preferred Shares in full or in part (in increments of no less than $1,000,000) at 115% of the then
outstanding balance, reducing to 110% after November 19, 2011, with notice of not less than thirty days and adequate opportunity to convert. If the Company chooses to
pre-pay, the outstanding balance must be paid in cash and the premium may be paid in cash or shares of Company common stock.

Upon issuance, the Preferred Shares were convertible at an initial conversion price of $2.0004. The conversion price is subject to certain weighted average
adjustments upon the occurrence of specific events, including stock dividends, stock splits, combinations and reclassifications of the Company’s common stock and if
(with certain exceptions) the Company issues or sells any additional shares of common stock or common stock equivalents at a price per share less than the conversion
price then in effect, or without consideration. As of March 31, 2011, the conversion price had been adjusted to $1.9787.

An aggregate of $2,500,000 of the proceeds from the Preferred Offering was placed in escrow for a maximum of 2.5 years as security for the Company’s
obligations relative to the Preferred Shares, and is included in other assets.

The characteristics of the Series E Preferred Stock: cumulative dividends, mandatory redemption, no voting rights, and callable by the Company, require that this
instrument be treated as mezzanine equity. The Company bifurcated the fair value of the embedded conversion options and redemption options from the preferred stock
since the conversion options and certain redemption options were determined to not be clearly and closely related to the preferred stock host. The Company recorded the
fair value of the embedded conversion and redemption options as long-term derivative liabilities as the conversion price is not fixed and the forced redemption option
contains substantial premiums over the stated dividend rate for the preferred stock. The Company also recorded the fair value of the warrants as a long-term derivative
liability as the number of warrant shares and exercise price of the warrants is not fixed. The Series E Preferred Stock was discounted by the fair value of the derivatives
liabilities. The fair value of the preferred stock (net of issuance costs and discounts), the embedded derivatives, and warrant derivative were $6,424,500, $2,466,800 and
$356,600, respectively, as of March 31, 2011. The Company will report changes in the fair value of the embedded derivatives and warrant derivative in earnings within
other income (expense), net. The discount and issuance costs on the preferred stock will be amortized through May 20, 2013 using the effective interest method and will
be reflected within interest expense. As of March 31, 2011, the Company recorded an increase in the fair value of the embedded derivatives and warrant derivative of
$185,000 and $81,300, respectively.

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

On March 3, 2011, the Company consummated a private placement pursuant to which five persons and entities acquired an aggregate of 2,343,750 shares of
Common Stock for an aggregate consideration of $3,000,000 (purchase price $1.28 per share). The investors included Steven S. Myers (one of the Company’s directors)
(who purchased 390,625 shares) and Dr. Andrew L. Pecora (the Chief Medical Officer of the Company’s subsidiary PCT) (who purchased 78,125 shares). On April 5,
2011, we consummated a private placement pursuant to which nine persons and entities acquired an aggregate of 1,244,375 shares of Common Stock for an aggregate
consideration of $1,592,800 (purchase price $1.28 per share), of which approximately $592,700 was received by the Company as of March 31, 2011.




Warrants:

The Company has issued common stock purchase warrants from time to time to investors in private placements and public offerings, and to certain vendors,
underwriters, placement agents and consultants of the Company. A total of 25,129,066 shares of common stock are reserved for issuance upon exercise of outstanding
warrants as of March 31, 2011 at prices ranging from $0.50 to $7.00 and expiring through January 2018.

During the three months ended March 31, 2011 and 2010, the Company issued warrants for services as follows ($ in thousands, except share data):

Number of Common Stock Value of Common Stock Common Stock Purchase
Purchase Warrants Issued Purchase Warrants Issued Warrant Expense Recognized
Three Months Ended March 31, Three Months Ended March 31, Three Months Ended March 31,

2011 2011 2010 2011 2010
Warrants issued for investor relations services 200,000 $ 1140 $ 2427 $ 556 $ 126.4
Warrants issued for consulting services 275,000 96.3 324.9 99.6 8.1
Warrants issued for legal services 52,000 70.6 57.6 17.6 11.3
270,000 527,000 $ 2809 $ 6252 § 1728 § 145.8

The weighted average estimated fair value of warrants issued for services in the three months ended March 31, 2011 was $1.04. The fair value of warrants at the date of
grant was estimated using the Black-Scholes option pricing model. The expected volatility is based upon historical volatility of the Company’s stock. The expected term

is based upon the contractual term of the warrants.

The range of assumptions used in calculating the fair values of warrants issued for services during the three months ended March 31, 2011 and 2010 were as follows:

Expected term (in years)
Expected volatility
Expected dividend yield

Risk-free interest rate

Three Months Ended March 31,
2011 2010
3t05 5

82% - 86% 107% - 124%

0% 0%

1.29% -2.24% 2.30% - 2.65%




Activity related to warrants outstanding was as follows:

Weighted
Average
Weighted Remaining Aggregate
Number Average Contractual Intrinsic
of Shares Exercise Price Term (years) Value
Balance at December 31, 2010 21,843,507 2.62
Granted 3,285,559 4.69
Exercised - -
Expired - -
Cancelled - -
Balance at March 31, 2011 25,129,066 2.89 41°$ 276,880
At March 31, 2011, the outstanding warrants by range of exercise prices were as follows:
Warrants Outstanding Warrants Exercisable
Weighted Average Weighted Average
Remaining Remaining
Range of Shares Outstanding Contractual Life Weighted Average Shares Exercisable Contractual Life Weighted Average
Exercise Prices March 31, 2011 (years) Exercise Price March 31, 2011 (years) Exercise Price

$ 0.50 to $ 1.99 4,980,702 41 $ 1.75 1,473,209 27 $ 1.63
$ 1.99t0 $2.53 14,540,557 3.4 2.45 13,202,512 4.0 2.49
$ 2.53t0 $3.01 1,734,417 4.6 2.90 1,734,417 4.6 2.90
$ 3.01to $5.01 1,191,511 6.1 422 1,191,511 6.1 4.94
$ 5.01to $7.01 2,681,879 3.5 6.45 1,681,879 1.5 6.13

25,129,066 41 3 2.89 19,283,528 39 $ 2.93

The total fair value of shares vested for warrants issued for services during the three months ended March 31, 2011 was approximately $108,200. As of March 31,
2011, there was approximately $313,000 of total unrecognized service cost related to unvested warrants of which approximately $120,700 is related to warrants that vest
over a weighted average life of 0.6 years. The remaining balance of unrecognized service cost of $192,300 is related to warrants that vest based on the accomplishment
of business milestones as to which expense begins to be recognized when such milestones become probable of being achieved.

Options:

The Company’s 2003 Equity Participation Plan (the “2003 Equity Plan”) permits the grant of share options and shares to its employees, directors, consultants and
advisors for up to 2,500,000 shares of Common Stock as stock-based compensation. The 2009 Equity Compensation Plan (the “2009 Equity Plan”) makes up to
17,750,000 shares of Common Stock of the Company available for issuance to employees, consultants, advisors and directors of the Company and its subsidiaries
pursuant to incentive or non-statutory stock options, restricted and unrestricted stock awards and stock appreciation rights.

All stock options under the 2003 Equity Plan and the 2009 Equity Plan are granted at the fair market value of the Common Stock at the grant date. Stock options
vest either on the date of grant, ratably over a period determined at time of grant, or upon the accomplishment of specified business milestones, and generally expire 3, 5
or 10 years from the grant date depending on the status of the recipient as a consultant, advisor, employee or director of the Company.

The 2009 Equity Plan was originally adopted by the shareholders of the Company on May 8, 2009. On October 29, 2009, the shareholders of the Company
approved an amendment to the 2009 Equity Plan to increase the number of shares of common stock available for issuance thereunder from 3,800,000 to 9,750,000. At
the 2010 Annual Meeting of Shareholders of the Company held on June 2, 2010, the shareholders approved an amendment to increase this number to 13,750,000. At a
Special Meeting of Shareholders of the Company held on January 18, 2011, the shareholders approved an amendment to increase this number to 17,750,000.

The 2003 Equity Plan and the 2009 Equity Plan are sometimes collectively referred to as the Company’s “U.S. Equity Plan.” The Company’s 2009 Non-U.S.
Based Equity Compensation Plan (“Non-U.S. Equity Plan”) makes up to 8,700,000 shares of Common Stock of the Company available for issuance. Persons eligible to
receive restricted and unrestricted stock awards, options, stock appreciation rights or other awards under the Non-U.S. Equity Plan are those service providers to the
Company and its subsidiaries and affiliates providing services outside of the United States, including employees and consultants of the Company and its subsidiaries
and affiliates, who, in the opinion of the Compensation Committee, are in a position to contribute to the Company’s success. Options vest either on the date of grant,
ratably over a period determined at time of grant, or upon the accomplishment of specified business milestones, and generally expire 3, 5 or 10 years from the grant date
depending on the status of the recipient as a consultant, advisor, employee or director of the Company.

The Non-U.S. Equity Plan was originally adopted by the shareholders of the Company on October 29, 2009. At the 2010 Annual Meeting of Shareholders of the
Company held on June 2, 2010, the shareholders approved an amendment to increase the number of shares of common stock authorized for issuance thereunder from
4,700,000 to 8,700,000.
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The Company’s results include share-based compensation expense of approximately $1,130,300 and $1,685,600 for the three months ended March 31, 2011 and
2010, respectively. Options vesting on the accomplishment of business milestones will not be recognized for compensation purposes until such milestones are deemed
probable of accomplishment. At March 31, 2011 there were options to purchase 1,704,928 shares outstanding that will vest upon the accomplishment of business
milestones and will be accounted for as an operating expense when such business milestones are deemed probable of accomplishment.

The weighted average estimated fair value of stock options granted in the three months ended March 31, 2011 was $1.04. The fair value of options at the date of
grant was estimated using the Black-Scholes option pricing model. The expected volatility is based upon historical volatility of the Company’s stock. The expected term
is based upon observation of actual time elapsed between date of grant and exercise of options for all employees.

The range of assumptions used in calculating the fair values of options granted during the three months ended March 31, 2011 and 2010 were as follows:

Three Months Ended March 31,

2011 2010
Expected term (in years) 2t06 10
Expected volatility 82% - 85% 122%
Expected dividend yield 0% 0%
Risk-free interest rate 0.80% - 2.53% 3.80%
Activity related to stock options outstanding under the U.S. Equity Plan was as follows:
Weighted Remaining
Number of Average Contractual Aggregate
Shares Exercise Price Term (years) Intrinsic Value
Balance at December 31, 2010 9,932,214 1.87
Granted 2,727,100 1.48
Exercised = B
Expired - -
Cancelled (679,219) 1.78
Balance at March 31, 2011 11,980,095 $ 1.79 74 8 883,806
Options Outstanding Options Exercisable
Weighted Average Weighted Average
Remaining Remaining
Range of Shares Outstanding Contractual Life Weighted Average Shares Exercisable Contractual Life Weighted Average
Exercise Prices March 31, 2011 (years) Exercise Price March 31, 2011 (years) Exercise Price
$ 0.71to0 $ 1.89 7,075,100 79 $ 1.61 2,758,501 78 § 1.67
$ 1.89t0 $ 1.96 3,009,945 5.6 1.91 2,428,351 5.5 1.91
$ 1.96 to $ 4.96 1,843,700 8.1 2.10 1,322,867 7.7 2.06
$ 49610 $7.01 27,250 43 5.60 27,250 43 5.60
$ 7.01 to $ 15.00 24,100 3.7 11.76 24,100 3.7 11.76
11,980,095 74 S 1.79 6,561,069 69 § 1.89
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Activity related to stock options outstanding under the Non U.S. Equity Plan was as follows:

Weighted
Average
Weighted Remaining
Number Average Contractual Aggregate
of Shares Exercise Price Term Intrinsic Value
Balance at December 31, 2010 3,100,000 2.02
Granted - -
Exercised - -
Expired - -
Cancelled - -
Balance at March 31, 2011 3,100,000 § 2.02 91 $ 87,000
Options Outstanding Options Exercisable
Weighted Average Weighted Average
Remaining Remaining
Range of Exercise Shares Outstanding Contractual Life Weighted Average Shares Exercisable Contractual Life Weighted Average
Prices March 31, 2011 (years) Exercise Price March 31, 2011 (years) Exercise Price

$ 1.42t0 $ 1.65 150,000 97 § 1.42 - - 3 =
$ 1.65t0 $ 1.93 600,000 9.4 1.65 - - -
$ 1.93t0 $2.08 1,100,000 8.6 2.04 266,666 8.6 2.04
$ 2.08t0 $2.22 650,000 9.2 2.16 150,000 9.2 2.16
$ 22210 $2.37 600,000 9.2 2.36 200,000 9.2 2.36

3,100,000 91 $ 2.02 616,666 89 $ 2.17

The total fair value of shares vested during the three months ended March 31, 2011 and 2010 was approximately $378,800 and $1,685,600 respectively.

The number of remaining shares authorized to be issued under the various equity plans at March 31, 2011 are as follows:

Non US Equity

US Equity Plan Plan

Shares Authorized for Issuance under 2003 Equity Plan 2,500,000 -
Shares Authorized for Issuance under 2009 Equity Plan 17,750,000 -
Shares Authorized for Issuance under Non US Equity Plan - 8,700,000

20,250,000 8,700,000
Outstanding Options - US Equity Plan (11,980,095) -
Exercised Options (92,500) -
Outstanding Options - Non US Equity Plan - (3,100,000)
Restricted stock or equity grants issued under Equity Plans (2,260,983) (885,000)
Total common shares remaining to be issued under the Equity Plans 5,916,422 4,715,000

As of March 31, 2011, there was approximately $8,856,900 of total unrecognized compensation costs related to unvested stock option awards of which
approximately $6,383,300 is related to stock options that vest over a weighted average life of 2.22 years. The remaining balance of unrecognized compensation costs of
$2,473,600 is related to stock options that vest based on the accomplishment of business milestones which expense begins to be recognized when such milestones
become probable of being achieved.

Note 10 — Income Taxes

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

Since the year 2000, the Company has had several changes in ownership which has resulted in a limitation on the Company’s ability to apply net operating losses
to future taxable income. As of December 31, 2010 the Company has lost $21,973,200, or $7,470,900 in tax benefits, of net operating losses applicable to Federal
income taxes which expired due to these limitations. At December 31, 2010, the Company had net operating loss carryforwards of approximately $39,590,500 applicable
to future Federal income taxes. The tax loss carryforwards are subject to annual limitations and expire at various dates through 2030. The Company has recorded a full
valuation allowance against its net deferred tax asset because it is more likely than not that such deferred tax assets will not be realized.
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Note 11 — Segment Information

The Company’s financial information broken down by reportable segment was as follows (in thousands):

Three Months Ended March 31,

2011 2010
Revenues
Pharmaceutical Manufacturing - China $ 18,141.8 $ 15,774.5
Cell Therapy - United States 1,449.1 58.7
Regenerative Medicine - China 50.2 -
$ 19,641.1 § 15,833.2
Income (loss) from operations
Pharmaceutical Manufacturing - China $ 2,1195  § 3,190.7
Cell Therapy - United States (3,962.1) (1,570.2)
Regenerative Medicine - China (730.1) (313.4)
Corporate office (5,419.1) (3,915.4)
$ (7,991.8) $ (2,608.3)
Total assets
Pharmaceutical Manufacturing - China $ 130,355.0 $ 111,709.0
Cell Therapy - United States 29,825.0 2,031.6
Regenerative Medicine - China 4,090.7 1,924.8
Corporate office 11,539.3 6,337.2

$ 175,810.0 § 122,002.6

Note 12 — Related Party Transactions
At March 31, 2011, Erye owed EET, the 49% shareholder of Erye, $15,259,100. Included in the amounts owed to EET are:

e Dividends paid and loaned back to Erye amounting to $14,708,100 and accrued interest of $787,100, the interest rate on this loan is 5.81%. The loan agreement
does not define a fixed repayment date or schedule of payments but does call for repayment after construction of the new manufacturing facility is completed.

e Non interest bearing advances due from EET of $638,100; and
e A non interest bearing loan due to EET of $402,000 due 2011.

Pursuant to the PCT Merger Agreement, NeoStem agreed to pay off PCT’s credit line with Northern New Jersey Cancer Associates (“NNJCA”), in an amount up to
$3,000,000, shortly after the closing of the PCT Merger. On January 21, 2011, NeoStem paid NNJCA $3,000,000 in full satisfaction of all of PCT’s obligations to
NNIJCA arising from the underlying line of credit and security agreement. Dr. Andrew Pecora (who was PCT’s Chairman and CEO prior to the PCT Merger, and who
became PCT’s Chief Medical Officer on January 19, 2011 pursuant to an employment agreement effective upon the closing of the PCT Merger), has served as
Managing Partner of NNJCA since 1996.

Note 13 — Commitments and Contingencies

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

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

The Company entered into an agreement for the lease of executive office space from SLG Graybar Sublease LLC at Suite 450, 420 Lexington Avenue, New York,
NY 10170 with a lease term effective April 1, 2009 through June 30, 2013. This serves as the Company’s corporate headquarters. The base monthly rent, which includes
storage space, is currently approximately $21,500 per month, scheduled to increase to approximately $22,000 in July 2011. Pursuant to this lease, the Company is
obligated to pay on a monthly basis fixed annual rent and certain items as additional rent including utility payments. The security deposit for this property was
approximately $157,100.
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In September 2009, the Company entered into an agreement for the lease of space from Rivertech Associates II, LLC, ¢c/o The Abbey Group at 840 Memorial Drive,
Cambridge, Massachusetts with a lease term effective September 1, 2009 through August 31, 2012. The space is being used for general office, research and
development, and laboratory space (inclusive of an adult stem cell collection center). The base rent under this lease is currently $29,737 per month, scheduled to increase
to $30,750 per month in September 2011. In addition, the Company is responsible for certain costs and charges specified in the lease, including utilities, operating
expenses and real estate taxes. The security deposit was $84,141. The Company is assessing its need for the Cambridge facility going forward given the acquisition of
PCT with its Allendale, NJ and Mountain View, CA facilities.

In May 2009, Neo Bio-Technology, one of the Company’s VIEs in China, entered into leases (assigned to NeoStem (China) in February 2010) with Beijing Zhong-
guan-cun Life Science Park Development Corp., Ltd. pursuant to which NeoStem (China) 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 also paid.
The term of the leases is for approximately three years. The Beijing Facility is located at the Life Science Innovation Center, Life Science Park, Zhongguancum, Beijing.

NeoBiotechnology has been leasing office space in Qingdao since August 2009. The current lease is effective through September 2011 at a monthly rent of
approximately $1,300, payable as to half the total lease amount by September 2010 and as to the remaining half in March 2011. NeoBiotechnology is relocating to
Tianjin to take advantage of tax and other concessions that are being made available.

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

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

In connection with the issuance to investors and service providers of many of the shares of the Company’s common stock and warrants to purchase common stock
previously disclosed and described herein, the Company granted the holders registration rights providing for the registration of such shares of common stock and shares
of common stock underlying warrants on a registration statement to be filed with the Securities and Exchange Commission (“SEC”) so as to permit the resale of those
shares. Certain of the registration rights agreements provided for penalties for failure to file or failure to obtain an effective registration statement. With respect to
satisfying its obligations to the holders of these registration rights, the Company has been in various positions. The Company had previously filed a registration
statement as required for some of the holders, and in May 2011 filed a registration statement for all of the holders (except for holders whose shares of Common Stock are
currently salable under Rule 144 of the Securities Act or who waived certain rights), but to date, such registration statement has not been declared effective by the SEC.
Certain holders who had outstanding registration rights had previously waived their registration rights or were subject to lock-up agreements. No holder has yet asserted
any claim against the Company with respect to a failure to satisfy any registration obligations. Were someone to assert a claim against the Company for breach of
registration obligations, the Company believes it has several defenses that would result in relieving it from some or any liability, although no assurances can be given.
The Company also notes that damage claims may be limited, as (i) most, if not all, shares of Common Stock as to which registration rights attached are currently salable
under Rule 144 of the Securities Act or are otherwise currently subject to other restrictions on sale and (ii) during much of the relevant periods the warrants with
registration rights generally have been out of the money, were subject to lock-up agreements and/or the underlying shares of Common Stock were otherwise subject to
restrictions on resale. Accordingly, were holders to assert claims against the Company based on breach of the Company’s obligation to register, the Company believes
that the Company’s maximum exposure from non-related parties would not be material.
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Xiangbei Welman Pharmaceutical Co., Ltd. v Suzhou Erye Pharmaceutical Co., Ltd. and Hunan Weichu Pharmacy Co., Ltd. involves a patent infringement
dispute with respect to a particular antibiotics complex manufactured by Erye (the “Product”). The Changsha Intermediate People’s Court in Hunan Province, PRC in the
foregoing case rendered a judgment on May 13, 2010 against Erye as follows: (i) awarding plaintiff Xiangbei Welman damages and costs of approximately 5 million
RMB (approximately $750,000) against Erye which was fully accrued for at March 31, 2011; and (ii) enjoining Erye from manufacturing, marketing and selling the
Product. The Product represented approximately 5% and 1%, respectively, of Erye’s sales for the three months ended March 31, 2011 and 2010. Erye has appealed the
court judgment, and is also engaged in settlement negotiations. On March 21, 2011, Changsha Intermediate Court issued a civil decision suspending the execution of the
Preliminary Injunction. Therefore, Erye is currently free to produce, sell or offer to sell the product.

On May 19, 2006, PCT entered into a line of credit agreement with Amorcyte Inc. (“Amorcyte”), an entity which was spun out of PCT in 2006, whereby PCT
agreed to loan Amorcyte up to $500,000 at an annual interest rate of 5%. The line of credit agreement was a condition to Amorcyte closing a Series A Preferred Stock
Financing completed during 2006. The Company has not loaned any amount to Amorcyte under this agreement through March 31, 2011. The line of credit agreement
expires on the earlier of (i) the date on which the Company declares the outstanding principal and accrued interest due and payable based on an event of default as
defined within the agreement, or (ii) the date of closing of the first debt or equity financing of Amorcyte following the initial borrowing of the principal. These events
have not occurred to date.

In September 2005, PCT entered into a one-year lease directly with Vanni Business Park, LLC, the landlord for the Mountain View, California laboratory space
leasing the entire building. This new lease commenced July 1, 2006, with monthly base rent of $26,275. In July 2006, PCT entered into an agreement to amend this lease
and extended the term through June 30, 2012, for an initial monthly base rent of $33,782 with yearly escalations thereafter.

The Company leases office and laboratory facilities and certain equipment under certain noncancelable operating leases that expire from time to time through 2015.
A summary of future minimum rental payments required under operating leases that have initial or remaining terms in excess of one year as of March 31, 2011 are as
follows (in thousands):

Operating
Year ended Leases
2011 $ 1,772.2
2012 1,162.9
2013 317.7
2014 37.6
2015 20.2
Thereafter 28.8
Total minumum lease payments $ 3,339.4

Expense incurred under operating leases was approximately $412,600 and $452,500 for the three months ended March 31, 2011 and 2010, respectively.

Note 14 — Subsequent Events

On April 4, 2011, the Company entered into an amendment of its May 26, 2006 employment agreement with Dr. Robin L. Smith, pursuant to which, as previously
amended (the “Agreement”), Dr. Smith serves as Chairman of the Board and Chief Executive Officer of the Company. Pursuant to the amendment, (i) the term of the
Agreement was extended from December 31, 2011 to December 31, 2012; (ii) Dr. Smith will receive cash bonuses on October 1, 2011 and 2012 in the minimum amount
of 110% of the prior year’s bonus; (iii) a failure to renew the Agreement at the end of the term regardless of reason shall be treated as a termination by the Company
without cause; (iv) the Company shall pay Dr. Smith her base salary and COBRA premiums (a) for one year in the event of a termination of the agreement by Dr. Smith
for other than good reason and (b) during any period during which she is bound by non-competition, non-solicitation or similar covenants with the Company (such
payments shall not be made during the time Dr. Smith is also receiving payments under (iii) or (iv)(a)); (v) Dr. Smith was granted an option to purchase 1,500,000 shares
of Common Stock at a per share exercise price equal to the closing price of the Common Stock on the date of the amendment, vesting as to 500,000 shares on each of
the date of grant, December 31, 2011 and December 31, 2012; (vi) all other unvested options held by Dr. Smith were immediately vested; (vii) any vested options
previously or hereafter granted to Dr. Smith during the remainder of the term shall remain exercisable following termination of employment for the full option term until
the expiration date; (viii) the Company agreed that, with the exception of the period of time during which Dr. Smith is a Company affiliate and for 90 days thereafter
(during which time any shares owned by or issued to Dr. Smith will bear the Company’s standard affiliate legend), the Company will not place legends on shares on
Common Stock owned by Dr. Smith restricting the transfer of such shares so long as such shares are sold under an effective registration statement, pursuant to Rule 144
or are eligible for sale under Rule 144 without volume limitations; and (ix) if Dr. Smith ceases to be employed by the Company and for so long as she continues to own
shares of Common Stock the sale of which would require that the current public information requirement of Rule 144 be met, the Company will use its reasonable best
efforts to timely meet those requirements or obtain appropriate extensions or otherwise make available such information as is required. Except as set forth in the
amendment, the Agreement remains unchanged.
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On April 4, 2011, the Compensation Committee of the Board of Directors issued options to purchase an aggregate of up to approximately 2,550,000 shares of
Common Stock to Company employees, officers, advisors and consultants in a company-wide grant. An aggregate of 1,250,000 of such options were issued to executive
officers. The per share exercise price was $1.74, the closing price on the date of grant.

On April 5, 2011, the Company consummated a private placement pursuant to which nine persons and entities acquired an aggregate of 1,244,375 shares of
Common Stock for an aggregate consideration of $1,592,800 (purchase price $1.28 per share).

Effective May 5, 2011, the Company entered into a sublease (“Sublease”) of a portion of its leased facilities at 840 Memorial Drive, Cambridge, Massachusetts for
a term of 15 months from June 1, 2011 through August 31, 2012. The sublet premises are comprised of approximately 3,500 of the approximately 8,100 square feet
currently under lease to the Company pursuant to its lease with Rivertech Associates II, LLC c/o The Abbey Group effective September 1, 2009 with a term through
August 31, 2012 (“Main Lease”). Monthly fixed rent under the Sublease is approximately $9,333, and in addition the subtenant pays approximately 43% of certain
items of additional rent for which the Company is responsible under the Main Lease, including operating expenses and real estate taxes, as well as a portion of
utilities. The security deposit under the Sublease was $18,667.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Managements Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking statements that involve risks and
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements as a result of various factors, including those set
forth under “Cautionary Note Regarding Forward-Looking Statements” herein and under “Risk Factors” in our Annual Report on Form 10-K for the year ended
December 31, 2010 . The following discussion should be read in conjunction with our consolidated financial statements and related notes thereto included elsewhere in
this quarterly report and in our Annual Report on Form 10-K for the year ended December 31, 2010.

The Overview

NeoStem, Inc. is an international biopharmaceutical company operating in three reportable segments: (i) Cell Therapy — United States; (ii) Regenerative
Medicine — China; and (iii) Pharmaceutical Manufacturing — China.

Through the Cell Therapy — United States segment, NeoStem is focused on the development of proprietary cellular therapies in oncology, immunology and
regenerative medicine and becoming a single source for collection, storage, manufacturing, therapeutic development and transportation of cells for cell based medicine
and regenerative science globally. Within this segment, we also are a provider of adult stem cell collection, processing and storage services in the U.S., enabling healthy
individuals to donate and store their stem cells for personal therapeutic use. During 2010, we expanded our network of adult stem cell collection centers to include ten
centers throughout the country.

We strengthened our expertise in cellular therapies with our January 19, 2011 acquisition of Progenitor Cell Therapy, LLC, a Delaware limited liability company
(“PCT”), pursuant to which we acquired all of the membership interests of PCT, and PCT is now a wholly-owned subsidiary of NeoStem. PCT is engaged in a wide
range of services in the cell therapy market for the treatment of human disease, including, but not limited to, contract manufacturing, product and process development,
regulatory consulting, product characterization and comparability, and storage, distribution, manufacturing and transportation of cell therapy products. PCT’s legacy
business relationships also afford NeoStem introductions to innovative therapeutic programs. For example, Amorcyte, a PCT spin-off which is now a NeoStem
customer, has completed a Phase I clinical trial using stem cells to treat post-acute myocardial infarction and is ready to move into Phase II testing. Also, through the
PCT acquisition, NeoStem now owns approximately an 80% interest in Athelos, a company developing a T-cell based immunomodulatory therapeutic. Results from
ongoing Phase 1 trials will determine the next phase of trials under this program. We view the PCT acquisition as fundamental to building a foundation for achieving
our strategic mission of capturing the paradigm shift to cell therapy.
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Through our Regenerative Medicine — China segment, in 2009, we began several China-based, Regenerative Medicine initiatives including: (i) creating a separate
China-based cell therapy operation, (ii) constructing a stem cell research and development laboratory and processing facility in Beijing, (iii) establishing relationships
with hospitals to provide cell-based therapies, and (iv) obtaining product licenses covering several adult stem cell therapeutics focused on regenerative medicine.

We acquired our Pharmaceutical Manufacturing — China segment when on October 30, 2009, China Biopharmaceuticals Holdings, Inc. (“CBH”) merged with a
wholly-owned subsidiary of NeoStem (the “Erye Merger”). As a result of the Erye Merger, NeoStem acquired CBH’s 51% ownership interest in Erye, a Sino-foreign
joint venture with limited liability organized under the laws of the People’s Republic of China. Erye was founded more than 50 years ago and represents an established,
vertically-integrated pharmaceutical business. Historically, Erye has concentrated its efforts on the manufacturing and distribution of generic antibiotic products. In
2010, Erye began transferring its operations to its newly constructed manufacturing facility. The relocation is continuing as the new production lines are completed and
receive cGMP certification through 2011. The relocation is significantly increasing Erye’s manufacturing capacity and allowing for growth in line with rising demand as
a result of healthcare reform in China today.

Results of Operations

Three Months Ended March 31, 2011 Compared to the Three Months Ended March 31, 2010

Revenue

For the three months ended March 31, 2011, total revenues were $19,641,100 compared to $15,833,200 for the three months ended March 31, 2010. Revenues for
the three months ended March 31, 2011 and 2010, respectively, were comprised of the following:

Three Months Ended March 31,

2011 2010
Cell Therapy - United States $ 1,449,100 $ 58,700
Regenerative Medicine - China 50,200 -
Pharmaceutical Manufacturing - China 18,141,800 15,774,500

$ 19,641,100 § 15,833,200

The increase in revenue for our Cell Therapy — United States reporting unit is due to revenues generated by PCT which was acquired in January 2011.

Revenues for our Pharmaceutical Manufacturing — China reporting unit increased approximately 15%. This increase was due to sales of antibiotics and
cephalosporins and other therapeutic products which increased approximately 22%. The increase was primarily due to Erye’s expanded distribution network, additional
market coverage, and concurrent with the general increase in demand for pharmaceutical products in China; partially offset by the decrease in sales of pharmaceutical
intermediates to other pharmaceutical manufacturers resulting from the strategic decision by Eyre to shift the product mix from lower margin product sales to higher
margin product sales which had the effect of reducing sales growth by 11%. The balance of the increase year over year of approximately 4% is due to increases in the
exchange rate between the Chinese Yuan and the United States dollar.

For the three months ended March 31, 2011 cost of revenue for Pharmaceutical Manufacturing — China was approximately $12,606,300 and the balance relates to
Cell Therapy — United States and Regenerative Medicine — China. For the three months ended March 31, 2010 cost of revenue for Pharmaceutical Manufacturing —
China was approximately $10,821,700 and the balance relates to Cell Therapy — United States and Regenerative Medicine — China.

Gross margin for the three months ended March 31, 2011 totaled approximately $5,346,500 of which virtually all is attributable to the sale of pharmaceutical
products. Gross margin for the three months ended March 31, 2010 totaled approximately $4,981,600 of which virtually all is attributable to the sale of pharmaceutical
products. Gross margin for Pharmaceutical Manufacturing — China grew approximately 11.8%, a slightly slower pace than sales growth, primarily as result of the
strategic decision to give up low margin pharmaceutical intermediates and free up capacity for higher margin products in the future and an increase in amortization
expense associated with intangible assets acquired in the Erye merger.

Operating Expenses

For the three months ended March 31, 2011 operating expenses totaled $13,338,300 compared to $7,589,900 for the three months ended March 31, 2010,
representing an increase of $5,748,400 or 75.7%.
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Historically, to minimize our use of cash, we have used a variety of equity and equity-linked instruments to pay for services and to incentivize employees,
consultants and other service providers. The use of these instruments has resulted in significant charges to the results of operations. In general, these equity and equity-
linked instruments were used to pay for employee and consultant compensation, director fees, marketing services, investor relations and other activities. For the three
months ended March 31, 2011 the use of equity and equity-linked instruments to pay for such expenses resulted in charges to selling, general, administrative and
research expenses of $2,506,200, representing an increase of $639,700 over the three months ended March 31, 2010.

For the three months ended March 31, 2011, our selling, general, and administrative expenses were $10,425,000 compared to $6,289,700 for the three months ended
March 31, 2010, representing an increase of $4,135,300, which was the result of:

e  The acquisition of PCT increased selling, general and administrative expenses by approximately $693,000.
e  Our continuing general and administrative expenses increased by approximately $3,099,600.

e Approximately $1,308,700 of this increased operating expense was related to Erye’s operation which included an increase in taxes of $706,400 which was
related principally to withholding taxes paid on dividends declared in January, 2011 that were retained in the business. Depreciation expense increased by
approximately $301,800 due to full year impact of the move of the administrative operations to the new plant in 2010. The remainder of the increase was
the result of a variety of increases in administrative activities at Erye.

e As aresult of completing the acquisition of PCT and related and other SEC filings and transactions our expenses associated with the use of our attorneys
increased approximately $374,400 and our auditing expense increased approximately $325,800.

e  Equity compensation to employees, directors and consultants increased approximately $570,300.

e Administrative expenses for NeoStem China increased approximately $280,700. A majority of this increase was due to an increase in depreciation expense
of $199,300 related to the Beijing facilities. The balance of the increase was primarily related to staff increases.

e  Corporate and headquarters expenses increased approximately $186,300.

e Sales and marketing expenses increased by $342,700 over the three months ended March 31, 2010. Approximately $106,700 of this increased operating expense
was related to the sales and marketing efforts of NeoStem China and $266,200 related to amortization of intangible assets acquired in the Erye and PCT
acquisitions. The use of equity instruments to incentivize staff and pay for services totaled $109,300, a decrease of $46,900 over the three months ended March 31,
2010.

For the three months ended March 31, 2011, our research and development expenses totaled $2,912,300 compared to $1,300,200 for the three months ended March
31, 2010, representing an increase of $1,612,100. In March 2011 the Company, through PCT’s subsidiary Athelos, entered into an agreement with Becton,
Dickinson and Company (“BD”) to acquire certain intellectual properties, in the area of T-cell regulation, in exchange for an approximately 20% interest in Athelos. PCT
has valued BD’s share of the contributed intellectual properties at $927,000 and characterized this acquired intangible asset as in process research and development
which has been reflected in research and development expense for the three months ended March 31, 2011. Research and development efforts in the area of cellular
therapy increased approximately $263,600, principally related to staff increases and consulting costs. The use of equity instruments to incentivize research staff totaled
$260,100, an increase of $116,300 over the three months ended March 31, 2010. Research related to our VSEL ™ technology increased operating expenses by
$52,100. Development expenses at Erye added $112,100 of research and development expense to our operating expenses compared to Erye’s first quarter 2010 research
and development expenses. The balance of the increase in research and development expense of $158,000 is related to costs associated with the cost of our research
facility in Beijing.

Other Income and Expense

During the quarter ended March 31, 2011, the Company recognized interest expense of approximately $852,600 primarily related to amortization of debt discount
of approximately $678,300 associated with the Convertible Redeemable Series E Preferred Stock which is being accounted for as mezzanine equity. Interest of
approximately $213,300 was recorded as a result of a loan to Erye from its minority shareholder of which $130,100 was capitalized as part of the cost of construction of
Erye’s new manufacturing plant. In accordance with the Joint Venture Agreement that governs the operation of Erye, the minority shareholder has agreed to loan back to
Erye dividends it is entitled to for 2010 and approximately the next two years, to help fund the construction of the new manufacturing facility. As of March 31, 2011,
these loans totaled $14,708,100. At the present time this loan accrues interest at a rate of 5.81% annually. Interest expense of approximately $34,500 is associated with
bank loans obtained by Erye totaling approximately $4,566,000 at March 31, 2011. Interest recognized on mortgage loans for PCT’s Allendale facility added
approximately $56,000 to interest expense.

Other expenses, net totaled approximately $262,700 which primarily related to the revaluation of derivative liabilities that have been established in connection with
the Convertible Redeemable Series E Preferred Stock.

During the three months ended March 31, 2010 the Company recognized interest expense of approximately $92,500 primarily related to a loan to Erye from its
minority shareholder of which $84,000 was capitalized as part of the cost of construction of Erye’s new manufacturing plant. In accordance with the Joint Venture
Agreement that governs the operation of Erye the minority shareholder has agreed to loan back to Erye dividends to help fund the construction of the new manufacturing
facility.

During the three months ended March 31, 2010, in connection with RimAsia’s exercise of 1,000,000 warrants to purchase common stock in March 2010 the term of
its remaining warrants was increased by three years. This change in terms increased the underlying value of this warrant, based on a Black-Scholes valuation, and as a
result the Company charged $188,000 to other income and expense for this increase in value.
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Provision for Taxes

The provision for taxes for the three months ended March 31, 2011 of $592,600 represents income taxes due on income of Erye net of utilization of the deferred tax
liability associated with amortization of intangible assets acquired in the Erye Merger of $179,700. In addition the tax provision also reflects the utilization of a deferred
tax liability of $75,000 associated with the amortization of intangible assets acquired in the acquisition of PCT.

The provision for taxes for the three months ended March 31, 2010 of $502,900 represents income taxes due on income of Erye and is net of utilization of the
deferred tax liability associated with amortization of intangible assets acquired in the Erye Merger of $60,600.

Dividends on Preferred Stock

The Convertible Redeemable Series E Preferred Stock calls for annual dividends of 7% based on the stated value of the preferred stock and for the three months
ended March 31, 2011 we recorded a dividend of $186,600. In the three months ended March 31, 2010 the Company recorded dividends of $99,700 on the Convertible
Redeemable Series C Preferred Stock which called for an annual dividend of 5% based on the stated value of the preferred stock. The Convertible Redeemable Series C
Preferred Stock was converted into NeoStem Common Stock in May 2010.

Noncontrolling Interests

In connection with accounting for the Company’s 51% interest in Erye, we account for the 49% minority shareholder share of Erye’s net income with a charge to
Noncontrolling Interests. For the three months ended March 31, 2011 Erye’s minority shareholders’ share of net income totaled approximately $660,500 in comparison
to $1,328,700 for the three months ended March 31, 2010. In addition, the Company acquired rights to use patents under licenses from Becton, Dickinson and Company

in March 2011, in exchange for an approximately 20% interest in PCT’s Athelos subsidiary. Noncontrolling interest also reflects BD’s share of losses incurred by
Athelos during the three months ended March 31, 2011 of $187,300.

Liquidity and Capital Resources
At March 31, 2011 we had a cash balance of $9,411,900, working capital of $9,488,600 and shareholders’ equity of $64,995,700.

During the three months ended March 31, 2011, we met our immediate cash requirements through existing cash balances, a private placement of our common stock
which raised approximately $3 million, the issuance of notes payable for our operations in China and the use of equity and equity-linked instruments to pay for services
and compensation.

We incurred a net loss of $9,699,700 for the three months ended March 31, 2011. The following chart represents the net funds provided by or used in operating,
financing and investment activities for each period indicated:

Three Months Ended March 31,

2011 2010
Net cash used in operating activities $ (10,195,100) $ (2,581,800)
Net cash used in investing activities $ (3,104,600) $ (4,619,500)
Net cash provided by financing activities $ 7,080,500 $ 11,460,100

Operating Activities

Our cash used for operating activities in the three months ended March 31, 2011 totaled $10,195,100, which is the sum of (i) our net loss, adjusted for non-cash
expenses totaling $6,549,100 which includes, principally, common stock, common stock options and common stock purchase warrants issued for services rendered and
charitable contribution in the aggregate amount of $2,626,300, depreciation and amortization of $2,203,700, the write-off of in process research and development of
$927,000, amortization of Preferred Stock discount and issuance cost of $676,100, and changes in fair value of derivative liability of $262,700; (ii) cash used to increase
inventories by $3,050,800; (iii) a reduction in accounts payables and accrued liabilities of $2,471,900; (iv) an increase in accounts receivable of $822,800; (v) a
reduction of $573,200 in advance payments and unearned revenues from customers; and (vi) increases in prepaids and payments of other assets of $125,800.

Investing Activities

During the three months ended March 31, 2011 we spent approximately $707,200 for property and equipment principally related to the construction of Eyre’s new
manufacturing facility. During the three months ended March 31, 2010 capital expenditures totaled approximately $3,764,200 of which the majority was spent for
construction of Erye’s new facility. This plant is expected to be fully operational in 201 1. Restricted cash increased approximately $2,625,300 in connection with the net

increase in notes payable of $5,010,000 during the three months ended March 31, 2011. In connection with the PCT acquisition we assumed $227,900 of
cash in PCT’s bank accounts.
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Financing Activities

The Company’s Erye subsidiary has $14,505,900 of notes payables as of March 31, 2011 and $9,451,500 of notes payable as of December 31, 2010. Notes are
payable to the banks who issue bank notes to Erye’s creditors. Notes payable are interest free and usually mature after a three to six months period. In order to issue
notes payable on behalf of the Company, the banks required collateral, such as cash deposits which were approximately 30%-50% of the value of notes to be issued, or
properties owned by companies. At March 31, 2011, $6,024,500 of restricted cash was deposited as collateral for the balance of notes payable which was approximately
41.5% of the notes payable Erye issued, and the remainder of the notes payable is collateralized by pledging the land use right Erye owns. The use of notes payable to
pay creditors is a feature of the money and banking system of China and we expect these types of notes to be a continuing feature of Erye’s capital structure.

In March 2011, Erye obtained a loan of approximately $1,522,000 from the China Merchants Bank with a variable interest rate that is currently 6.06% and is due in
September 201 1. The interest rate is tied to People’s Bank of China benchmark rate; the maximum interest rate on the loan is 12.00%.

On March 3, 2011, the Company consummated a private placement pursuant to which five persons and entities acquired an aggregate of 2,343,750 shares of
Common Stock for an aggregate consideration of $3,000,000 (purchase price $1.28 per share). On April 5, 2011, we consummated a private placement pursuant to
which nine persons and entities acquired an aggregate of 1,244,375 shares of Common Stock for an aggregate consideration of $1,592,800 (purchase price $1.28 per
share), of which approximately $592,700 was received by the Company as of March 31, 2011.

Pursuant to the terms and conditions of the Erye Joint Venture Agreement, dividend distributions to EET and our NeoStem subsidary 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 became effective distributions are made as follows: for undistributed profits generated subsequent to the acquisition date: (i) the 49% of
undistributed profits (after tax) of the joint venture due EET will be distributed to EET and lent back to Erye to help finance costs in connection with its construction of
and relocation to a new facility; and (ii) of the net profit (after tax) of the joint venture due the Company, 45% will be provided to Erye as part of the new facility
construction fund and will be characterized as additional paid-in capital for the Company’s 51% interest in Erye, and 6% will be distributed to the Company. For
undistributed profits generated prior to the acquisition date (i) the 49% of undistributed profits (after tax) of the joint venture due EET will be distributed to EET and lent
back to Erye to help finance costs in connection with its construction of and relocation to a new facility (ii) of the net profit (after tax) of the joint venture due the
Company, 51% will be provided to Erye as part of the new facility construction fund and will be characterized as additional paid-in capital for the Company’s 51%
interest in Erye. In January 2011, a dividend totaling approximately $13,671,100 for Fiscal Year 2009 was declared and approximately $6,698,800 was distributed to
EET and lent back to Erye and approximately $6,972,300 due the Company was re-characterized as additional paid-in capital and reinvested in the business. As of
March 31, 2011 these loans due EET totaled $14,708,100 plus accrued interest of $787,100. The loan calls for interest to accrue at rate of 5.81% annually.

In connection with the Company’s focus on the development of proprietary cellular therapies through its Cell Therapy — United States segment, the Company has
certain financial obligations in connection with the development of specified licensed technology. Athelos is pursuing the development of T regulatory cells (TRegs) as
a therapeutic to treat disorders of the immune system under certain patent rights licensed from the University of Pennsylvania and ExCell Therapeutics, LLC. Under a
license agreement with the University of Louisville Research Foundation (“ULRF”), the Company is developing the VSEL Technology. These licensing arrangements
require the Company to make various payments in connection with the development of the products, including certain upfront payments, payments for patent filings and
related applications, payments in connection with milestones achieved in the development of the products, royalties on sales and certain other related payments. The
Company anticipates that in connection with its focus on the development of proprietary cellular therapies other licensing agreements with comparable terms may be
entered into.

Liquidity and Capital Requirements Outlook

With our acquisition of a controlling interest in Erye and expansion into China, and our acquisition of PCT, we have transitioned from being a one-dimensional U.S.
service provider with nominal revenues to being a multi-dimensional international biopharmaceutical company with current revenues and operations in three distinct
segments: (i) Cell Therapy — United States; (ii) Regenerative Medicine — China; and (iii) Pharmaceutical Manufacturing — China. The following is an overview of
our collective liquidity and capital requirements.
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Capital Requirements and Resources in China

Erye is constructing a new pharmaceutical manufacturing facility and began transferring its operations in January 2010. The relocation is continuing as the new
production lines are completed and receive cGMP certification through 2011. In January 2010, Eyre received notification that the SFDA approved Erye’s application for
c¢GMP certification to manufacture solvent crystallization sterile penicillin and freeze dried raw sterile penicillin at the new facility, which provides for 50% to 100%
greater manufacturing capacity, than its existing facility. Historically these lines accounted for 20% of Erye’s sales. In June 2010, Erye passed the government
inspection by the SFDA to manufacture penicillin and cephalosporin powder at the new facility. The facility is fully operational with respect to these lines. Erye has now
relocated 90% of its 2010 sales capacity to the new facility. The new facility is estimated to cost approximately $38 million, of which approximately $35.3 million has
been incurred through March 31, 2011. Construction has been and will continue to be self-funded by Erye and EET, the holder of the minority joint venture interest in
Erye. We have agreed for a period of approximately another two years to reinvest in Erye approximately 90% of the net earnings we would be entitled to receive under
the Joint Venture Agreement by reason of our 51% interest in Erye.

We are also engaged in other initiatives to expand our operations into China including with respect to technology licensing, establishment of stem cell processing
and storage capabilities and research and clinical development. In June 2009 we established NeoStem (China) as our wholly foreign-owned subsidiary or WFOE. To
comply with PRC’s foreign investment regulations regarding stem cell research and development, clinical trials and related activities, we conduct our current stem cell
business in the PRC through domestic variable interest entities (“VIEs”). We have incurred and expect to continue to incur substantial expenses in connection with our
China activities.

We expect to rely partly on dividends paid to us by the WFOE under the contracts with the VIEs, and under the Joint Venture Agreement attributable to our 51%
ownership interest in Erye, to meet some of our future cash needs. However, there can be no assurance that the WFOE in China will receive payments uninterrupted or at
all as arranged under the contracts with the VIEs. In addition, pursuant to the Joint Venture Agreement that governs the ownership and management of Erye, for 2010
and approximately the next two years: (i) 49% of undistributed profits (after tax) will be distributed to EET and loaned back to Erye for use in connection with its
construction of the new Erye facility; (ii) 45% of the net profit after tax due to the Company will be provided to Erye as part of the new facility construction fund, which
will be characterized as additional paid-in capital for our 51% interest in Erye; and (iii) only 6% of the net profit will be distributed to us directly for our operating
expenses. The net assets of Erye at March 31, 2011 were $74,807,000.

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

Our interests in China are subject to China’s rules and regulations on currency conversion. In particular, the initial capitalization and operating expenses of the VIEs
are funded by our WFOE. In China, the State Administration for Foreign Exchange, or the SAFE, regulates the conversion of the Chinese Renminbi into foreign
currencies. Currently, foreign investment enterprises are required to apply to the SAFE for Foreign Exchange Registration Certificates, or IC Cards of Enterprises with
Foreign Investment. Foreign investment enterprises holding such registration certificates, which must be renewed annually, are allowed to open foreign currency
accounts including a “basic account” and “capital account.” Currency translation within the scope of the “basic account,” such as remittance of foreign currencies for
payment of dividends, can be effected without requiring the approval of the SAFE. However, conversion of currency in the “capital account,” including capital items
such as direct investments, loans, and securities, require approval of the SAFE. According to the Notice of the General Affairs Department of the State Administration of
Foreign Exchange on the Relevant Operating Issues Concerning the Improvement of the Administration of Payment and Settlement of Foreign Currency Capital of
Foreign-invested Enterprises promulgated on August 29, 2008, or the SAFE Notice 142, to apply to a bank for settlement of foreign currency capital, a foreign invested
enterprise shall submit the documents certifying the uses of the RMB funds from the settlement of foreign currency capital and a detailed checklist on use of the RMB
funds from the last settlement of foreign currency capital. It is stipulated that only if the funds for the settlement of foreign currency capital are of an amount not more
than US$50,000 and are to be used for enterprise reserve, the above documents may be exempted by the bank. This SAFE Notice 142, along with the recent practice of
Chinese banks of restricting foreign currency conversion for fear of “hot money” going into China, have limited and may continue to limit our ability to channel funds to
the VIE entities for their operation. We are exploring options with our PRC counsels and banking institutions in China as to acceptable methods of funding the operation
of the VIEs, but there can be no assurance that acceptable funding alternatives will be identified.
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Neither Erye nor our other expansion activities into China are expected to generate sufficient excess cash flow to support our platform business or our initiatives in
China in the near term.

Once Erye has completed the transfer of operations to the new facilities, and its new production lines are fully operational, it will have substantially increased
capacity from the current plant, with the goal of becoming among the largest antibiotics producers in Eastern China. Such dominant market position should allow us to
take advantage of the expected growth and spending in this segment of the market. We recognize that there will be continuous price pressure on Erye as over 70% of
Erye’s manufactured drugs are on the essential drug list. There has recently been evidence of such price pressure — i.e., on March 2, 2011 the National Development and
Reform Commission issued price cuts for medical insurance drugs which substantially impacts two of Erye’drugs. We anticipate that Piperacillin Sodium Sulbactam
Sodium will experience as much as a 50% price decline while the price of Ligustrazine Phosphate may be reduced by approximately 75%. As of March 31, 2011 the
price reduction experienced by Erye on these products was less than 10%. In 2010 Piperacillin Sodium Sulbactum Sodium accounted for approximately 5% of sales and
Ligustrazine Phosphate accounted for approximately 2% of sales.

Capital Requirements for Recent Expansion

NeoStem, Inc. acquired Progenitor Cell Therapy, LLC (“PCT”), by means of a merger (the “PCT Merger”) of a newly formed wholly-owned subsidiary of
NeoStem, with and into PCT pursuant to an Agreement and Plan of Merger, dated September 23, 2010 (the “PCT Agreement and Plan of Merger”).

Pursuant to the terms of the PCT Agreement and Plan of Merger, all of the membership interests of PCT outstanding immediately prior to the effective time of the
PCT Merger (the “Effective Time”) were converted into the right to receive, in the aggregate, 10,600,000 shares of the common stock of NeoStem and, subject to the
satisfaction of certain conditions as to 1,000,000 shares, warrants to purchase 3,000,000 shares of NeoStem Common Stock. Immediately after the PCT Merger closed,
the Company made a payment of $3,000,000 to repay certain indebtedness owed by PCT.

Liquidity

We anticipate that we will take further steps to raise additional capital in order to (i) fund the development of advanced cell therapies in the U.S. and China, (ii)
expand the PCT business and (iii) build the family banking business to meet our short and long term liquidity needs. We currently expect to fund the anticipated
expansion of our operating activities through a variety of means that could include, but not be limited to, the use of existing cash balances, the use of our current or other
equity lines, potential additional warrant exercises (including availing ourselves under appropriate circumstances of the redemption rights we possess under the majority
of our outstanding warrants), option exercises, the 6% of net profits to which we are entitled from Erye, issuances of other debt or equity securities in public or private
financings, sale of assets and/or, ultimately, the growth of our revenue generating activities. In addition, we will continue to seek as appropriate grants for scientific and
clinical studies from the National Institutes of Health, Department of Defense, and other governmental agencies and foundations, but there can be no assurance that we
will be successful in obtaining such grants. As the Company grows, it may no longer be eligible for SBIR grants. We also review and consider from time to time
restructuring activities, including the potential divestiture of assets. In this regard, we are currently exploring the possibility of selling our 51% ownership interest in
Erye and are engaging financial advisors to assist us, although no determination has yet been made to do so.

While we continue to seek capital through a number of means, there can be no assurance that additional financing will be available on acceptable terms, if at all, and
our negotiating position in capital generating efforts may worsen as existing resources are used. Additional equity financing may be dilutive to our stockholders; debt
financing, if available, may involve significant cash payment obligations and covenants that restrict our ability to operate as a business, our stock price may not reach
levels necessary to induce option or warrant exercises, and asset sales may not be possible on terms we consider acceptable. If we are unable to raise the funds necessary
to meet our long-term liquidity needs, we may have to delay or discontinue the acquisition and development of cell therapies, and/or the expansion of our business or
raise funds on terms that we currently consider unfavorable.

At March 31, 2011, we had cash and cash equivalents of $9,411,900 and restricted cash totaling $6,403,400. The trading volume of our common stock, coupled with
our history of operating losses and liquidity challenges, may make it difficult for us to raise capital on acceptable terms or at all. The demand for the equity and debt of
small cap biopharmaceutical companies like ours is dependent upon many factors, including the general state of the financial markets. During times of extreme market
volatility, capital may not be available on favorable terms, if at all. Our inability to obtain such additional capital on acceptable terms could materially and adversely
affect our business operations and ability to continue as a going concern.
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The following table reflects a summary of NeoStem’s contractual cash obligations and commitments as of March 31, 2011 (in thousands):

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

Employment Agreements $ 3,759.6  $ 22529 § 1,506.6 $ - 3 -
Facility Leases 2,275.4 1,532.4 719.0 24.0 -
Equipment Leases 755.2 280.4 397.6 52.0 25.2
License Fees 170.0 50.0 60.0 60.0 -
Sponsored Research Agreements 237.4 237.4 - - -
Consulting Agreements 2,783.4 1,754.3 945.9 83.3 -
Design & Construction of Laboratory 80.5 80.5 - - -
Series E Preferred Stock() 11,633.8 4,621.3 7,012.5 - -

$ 21,6953 $ 10,809.2 § 10,641.6 $ 2193 § 25.2

(1) Amounts include dividends.

SEASONALITY

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

NeoStem does not have any off-balance sheet arrangements

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q includes “forward-looking” statements within the meaning of the Private Securities Litigation Reform Act of 1995, as well as
historical information. Such forward-looking statements involve known and unknown risks, uncertainties and other factors which may cause our actual results,
performance or achievements, or industry results, to be materially different from anticipated results, performance or achievements expressed or implied by such forward-
looking statements. When used in this Quarterly Report on Form 10-Q, statements that are not statements of current or historical fact may be deemed to be forward-
looking statements. Without limiting the foregoing, the words “plan,” “intend,” “may,” “will,” “expect,” “believe,” “could,” “anticipate,” “estimate,” or “continue” or
similar expressions or other variations or comparable terminology are intended to identify such forward-looking statements, although some forward-looking statements
are expressed differently. Additionally, statements regarding our ability to successfully develop, integrate and grow the business at home and abroad, including with
regard to our research and development efforts in cellular therapy, our adult stem cell and umbilical cord blood collection, processing and storage business, contract
manufacturing and process development of cellular based medicines, and the pharmaceutical manufacturing operations conducted in China, the future of regenerative
medicine and the role of stem cells in that future, the future use of stem cells as a treatment option and the role of VSEL™ Technology in that future and the potential
revenue growth of such businesses, are forward-looking statements. Our future operating results are dependent upon many factors and our further development is highly
dependent on future medical and research developments and market acceptance, which is outside our control.

<

Forward-looking statements may not be realized due to a variety of factors and we cannot guarantee their accuracy or that our expectations about future events will
prove to be correct. Such factors include, without limitation, (i) our ability to manage the business despite operating losses and cash outflows; (ii) our ability to obtain
sufficient capital or strategic business arrangements to fund our operations and expansion plans, including meeting our financial obligations under various licensing and
other strategic arrangements and the successful commercialization of the relevant technology; (iii) our ability to build the management and human resources and
infrastructure necessary to support the growth of the business; (iv) our ability to integrate our acquired businesses successfully and grow such acquired businesses as
anticipated; (v) whether a large global market is established for our cellular-based products and services and our ability to capture a share of this market; (vi) competitive
factors and developments beyond our control; (vii) scientific and medical developments beyond our control; (viii) our ability to obtain appropriate governmental
licenses, accreditations or certifications or comply with healthcare laws and regulations or any other adverse effect or limitations caused by government regulation of the
business; (ix) whether any of our current or future patent applications result in issued patents and our ability to obtain and maintain other rights to technology required or
desirable for the conduct of our business; (x) whether any potential strategic benefits of various licensing transactions will be realized and whether any potential benefits
from the acquisition of these licensed technologies will be realized; (xi) factors regarding our business and initiatives in China and, generally, regarding doing business
in China, including through our variable interest entity structure, including (a) costs related to funding these initiatives, (b) the successful application under Chinese law
of the variable interest entity structure to the Company’s business, which structure the Company is relying on to conduct its business in China, (c) the ability to integrate
the Company and the business operations in China successfully and grow such integrated businesses as anticipated, and (d) the need for outside financing to meet capital
requirements; and (xii) the other factors discussed elsewhere in this Quarterly Report on Form 10-Q, the other factors discussed in “Risk Factors” in our Annual Report
on form 10-K for the fiscal year ended December 31, 2010 under the heading “Part I — Item 1A. Risk Factors” and in other periodic Company filings with the Securities
and Exchange Commission (the “SEC”). The Company’s filings with the Securities and Exchange Commission are available for review at www.sec.gov under “Search
for Company Filings.”
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All forward-looking statements attributable to us are expressly qualified in their entirety by these and other factors. Readers are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date hereof. Except as required by law, the Company undertakes no obligation to update any
forward-looking statements, whether as a result of new information, future events or otherwise.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Not applicable to smaller reporting companies.

ITEM 4. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures

Disclosure controls and procedures are the Company’s controls and other procedures that are designed to ensure that information required to be disclosed in the
reports that the Company files or submits under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) is recorded, processed, summarized and
reported within the time periods specified in the Securities and Exchange Commission’s rules and forms. Disclosure controls and procedures include, without limitation,
controls and procedures designed to ensure that information required to be disclosed in the reports that the Company files under the Exchange Act is accumulated and
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required
disclosure. In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures, no matter how well designed
and operated, can provide only reasonable assurance of achieving the desired control objectives. Due to the inherent limitations of control systems, not all misstatements
may be detected. These inherent limitations include the realities that judgments in decision-making can be faulty and that breakdowns can occur because of a simple
error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management override of
the control. Controls and procedures can only provide reasonable, not absolute, assurance that the above objectives have been met.

As of the end of the Company’s quarter ended March 31, 2011 covered by this report, the Company carried out an evaluation, with the participation of the
Company’s management, including the Company’s Chief Executive Officer and Chief Financial Officer, of the effectiveness of the Company’s disclosure controls and
procedures pursuant to Rule 13a-15 of the Exchange Act. Based on that evaluation, the Company’s Chief Executive Officer and Chief Financial Officer concluded that
the Company’s disclosure controls and procedures were effective, at the reasonable assurance level, in ensuring that information required to be disclosed by the
Company in the reports that it files or submits under the Securities Exchange Act is recorded, processed, summarized and reported, within the time periods specified in
the SEC’s rules and forms and is accumulated and communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to
allow timely decisions regarding required disclosure.

The following material weakness had been identified by management in connection with its assessment as of December 31, 2010, which as of March 31, 2011 the
Company has concluded has been fully remediated. The Company had determined that it had a material weakness in its accounting for share-based payment
arrangements as a result of errors identified with respect to the Company’s accounting for awards to employees and non-employees. Such errors were the result of
ineffective controls primarily related to the application of accounting principles generally accepted in the United States. With respect to both employee and non-
employee awards, the Company did not timely evaluate the impact of modifications to certain awards and the effect such modifications had, if any, on recognized
compensation expense. With respect to non-employee awards, the Company was not consistently subjecting such awards to re-measurement at each reporting period
consistent with the guidance in ASC 505-50, Equity-Based Payments to Non-Employees. With respect to awards to employees, the expected life used in valuing such
awards previously was based on the contractual term of the options rather than through the use of the “simplified” method, as prescribed by the SEC under Staff
Accounting Bulletin No. 110, which the Company had determined to be more appropriate given its limited historical experience with respect to option exercises. In
addition, certain employee awards that contain performance conditions were not appropriately evaluated and accounted for in determining whether or not the underlying
performance conditions were probable of being achieved. Expense associated with certain awards was initially recognized on a graded vesting basis rather than a
straight-line basis consistent with the Company’s accounting policy.

The Company had taken steps during 2010 to remediate this weakness, including (1) the adoption of the “simplified” method for estimating the expected term of
share-based awards issued to employees; (2) undertaking a complete review of all share-based payment transactions with non-employees to ensure that the appropriate
re-measurement considerations were taken into account and were reflected in the financial statements appropriately; (3) the organization of an internal management
committee which meets at least quarterly and consists of senior members of the accounting and legal departments, as well as the CEO, to review share-based awards
with performance conditions to assess the probability of the performance conditions being achieved; and (4) the implementation of a new share-based management
system which will integrate the administration and accounting for the Company’s share-based payment arrangements, which is expected to be fully implemented in the
second quarter of 2011. The adjustments that were recorded to correct the Company’s share-based compensation charges for the weaknesses noted above were not
material to its financial position or results of operations for any period during 2010 and 2009.

34




In its assessment of internal control over financing reporting as of March 31, 2011, the Company has concluded that the above material weakness has been fully
remediated.

(b) Changes in Internal Control over Financial Reporting

There have been no changes in the Company’s internal controls over financial reporting, as such term is defined in Exchange Act Rule 13a-15, that occurred during
the Company’s last fiscal quarter to which this report relates that have materially affected, or are reasonably likely to materially affect, the Company’s internal control
over financial reporting. The Company regularly reviews its system of internal controls over financial reporting and makes changes to its processes and systems to
improve controls and increase efficiency, while ensuring that the Company maintains an effective internal control environment. Changes include such activities as
implementing new, more efficient systems, consolidating activities, and migrating processes, as well as utilizing the services of third party consultants to ensure
compliance, which the Company has done as a result of the acquisition of Erye.

35




NEOSTEM, INC.
PART II
OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
There are no material changes to the disclosures provided in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010.
ITEM 1A. RISK FACTORS

There have been no material changes from the risk factors previously disclosed in the Company’s Annual Report on Form 10-K for the year ended December 31, 2010.
See the Company’s Annual Report on Form 10-K for the year ended December 31, 2010 under “Item 1A - Risk Factors.”

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
As previously reported, and as follows:

Effective April 1, 2011, the Company entered into an agreement with a consultant pursuant to which this consultant was retained to consult, assist and advise the
Company with regard to various corporate development and investor communications related activities. In consideration for providing services under this agreement, in
addition to certain specified cash consideration, the Company agreed to issue to this consultant 30,000 shares of Restricted Common Stock, vesting as to one-half upon
NYSE Amex approval (May 6, 2011) and one half on October 8, 2011.

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

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None

ITEM 4. REMOVED AND RESERVED

ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS

(a)  Exhibits

Exhibit Description Reference

10.1 Sublease dated as of May 5, 2011 between NeoStem, Inc. and Seaside Therapeutics* 10.1

10.2 Escrow Agreement, dated as of January 19, 2011, among NeoStem, Inc., Progenitor Cell Therapy, LLC, Andrew Pecora as 10.4
PCT Representative and Continental Stock Transfer & Trust Company, as Escrow Agent (1)

10.3 Stock Purchase and Assignment Agreement dated March 28, 2011, by and among Progenitor Cell Therapy, LLC, Athelos 10.3
Corporation and Becton Dickinson and Company*+

10.4 Stockholders” Agreement dated March 28, 2011, by and among Progenitor Cell Therapy, LLC, Athelos Corporation and 10.4
Becton Dickinson and Company*
Consigned Management and Technology Service Agreement dated May 14, 2011 among Tianjin Niou Biotechnology Co., 10.5

10.5 Ltd., NeoStem (China), Inc. and The Shareholder of Tianjin Niou Biotechnology Co., Ltd.*
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10.6 Equity Pledge Agreement dated May 14, 2011 among Tianjin Niou Biotechnology Co., Ltd., NeoStem (China), Inc. and The ~ 10.6
Shareholder of Tianjin Niou Biotechnology Co., Ltd.*

10.7 Exclusive Purchase Option Agreement dated May 14, 2011 among Tianjin Niou Biotechnology Co., Ltd., NeoStem (China), 10.7
Inc. and The Shareholder of Tianjin Niou Biotechnology Co., Ltd.*

10.8 Loan Agreement dated May 14, 2011 between NeoStem (China), Inc. and The Shareholder of Tianjin Niou Biotechnology 10.8
Co., Ltd.*

10.9 Amendment dated April 4, 2011 to Employment Agreement dated May 26, 2006 between NeoStem, Inc. and Dr. Robin L. 10.66
Smith (2)

10.10 Employment Agreement, dated as of September 23, 2010 and effective on January 19, 2011, by and between Progenitor Cell ~ 10.1
Therapy, LLC, NeoStem, Inc. and Andrew L. Pecora (1)

10.11 Employment Agreement, dated as of September 23, 2010 and effective on January 19, 2011, by and between Progenitor Cell ~ 10.2
Therapy, LLC, NeoStem, Inc. and Robert A. Preti (1)

10.12 Employment Agreement, dated as of February 25, 2011 and effective on March 4, 2011, by and between NeoStem, Inc. and 10.86
Jason Kolbert (2)

10.13 Consulting Agreement, effective March 8, 2011, by and between NeoStem, Inc. and Acute Care Partners (2) 10.87

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

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

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

322 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.** 322

*Filed herewith

**Furnished herewith

+The schedules to this agreement have been omitted from this filing pursuant to Item 601(b)(2) of Regulation S-K. NeoStem will furnish copies of any schedules to the
SEC upon request.

(1) Filed with the SEC on January 24, 2011, as an exhibit, numbered as indicated above, to our current report on Form 8-K dated January 18, 2011, which exhibit is
incorporated here by reference.

(2)  Filed with the SEC as an exhibit, numbered as indicated above, to our annual report on Form 10-K for the year ended December 31, 2010, which exhibit is
incorporated here by reference.
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SIGNATURES

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

NEOSTEM, INC. (Registrant)

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

Date: May 16, 2011

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

Date: May 16, 2011
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THE ABBEY GROUP

May 11,2011

MNeoStem, Inc. VIA FEDEX
420 Lexington Avenue, Suite 450
New York, NY 10170

Re:  Riverside Technology Center, Cambridge, MA
Lease Between Rivertech Associates 11, LLC and
NeoStem, Inc.
Landlord’s Consent to Seaside Therapeutics, Ine. Sublease

Dear Tenant:

Reference is made to your Lease for certain space at 840 Memorial Drive, Cambridge,
MA (Riverside Technology Center) dated as of September 1, 2009 (herein, the “Lease”).

Landlord has received a fully executed sublcase agreement between Tenant and Seaside
Therapeutics, Inc. dated May 3, 2011 for a portion of the Premises, Landlord consents to
the sublease under Section 12 of the Lease,

Rivertech Associates II, LLC

By: ”(Wﬂffm

ce! Alan Goodman
Christopher Tsouros, Esg.

575 Boylston Street

Boston, Massachusetts

02118

617 266-886¢

Fax 617 266-T424




SUBLEASE

THIS SUBLEASE (hereinafter referred to as the “Sublease™) is made as of the 5th day
of May 2011 between NEOSTEM, INC., a Delaware corporation having its principal office at
420 Lexington Avenue, Suite 450, New York City, New York 10170 (hereinafter referred to as
“Sublandlord”) and SEASIDE THERAPEUTICS, INC., a Delaware corporation having its
principal office at 840 Memorial Drive, Fifth Floor, Cambridge, Massachusetts 02139
(hereinafter referred fo as “Subtenant™).

WITNESSETH:

WHEREAS, pursuant to the Riverside Technology Center Commercial Lease dated
September 1, 2009 between RIVERTECH ASSOCIATES 11, LLC, as landlord (hereinafter
referred to as “Landlord™), and Sublandlord, as tenant, (hereinafter referred to the “Main
Lease™), Sublandlord is the tenant of certain premises consisting of a portion of the fourth (d"‘}
floor (hereinafter referred to as the “Demised Premises”) in the building located at 840
Memorial Drive, Cambridge, Massachusetts 02139 (hereinafter referved to as the “Building™) a
diagram of the Demised Premises consisting of the Office/Laboratory space is outlined in dark
black lines {including the cross hatched area) as set forth on Exhibit A attached hereto and made
a part of this Sublease with the right in common with others in the Building to use common areas
of the Building as are designated by the Landlord as provided in the Main Lease; and

WHEREAS, Sublandlord wishes (o sublease to Subtenant and Subtenant wishes to sublet
from Sublandlord a portion of the Demised Premises consisting of a portion of fourth (4™) floor
(hereinafter referred 1o as the “Sublet Premises™) a diagram of which is the cross hatched arca
as set forth on Exhibit A and which the parties hereto agree shall be deemed to consist of
approximately 3,500 rentable square feet, on the terms and conditions hercinafter set forth,

NOW, THEREFORE, for and in consideration of the rental payments to be made
hereunder by Subtenant to Sublandiord and the mufual consideration hereinafter set forth,
Sublandlord and Subtenant hereby covenant and agree as follows:

1. SUBLEASING

A, Sublandlord does hereby sublease fo Subfenant, and Subtenant does hereby hire
and {ake from Sublandlord, the Sublet Premises for the term and on the conditions hercinafier set
forth, and subject to all the terms, covenants and provisions of the Main Lease, except as
otherwise herein provided. Parking spaces in the Building shall not be considered part of the
Sublet Premises, however, pursuant to Section 16 of the Main Lease, Sublandlord has been
granted, at current rates (which may be increased from time to time to reflect market increases),
the right by the Landlord to park up to twelve (12) cars in the Building’s on-site indoor parking
lot or facility on an unassigned and unreserved basis, in single or tandem spaces or on a valet
basis which Landlord in its sole discretion shall designate from time to time. In connection with
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this Sublease, subject to the terms and conditions of this Sublease, Sublandlord assigns to
Subtenant Sublandlord’s right to park up to six (6) cars in the Building’s on-site indoor parking
lot or facility on the same basis and on the same terms and conditions applicable to Sublandiord
as if Sublandlord had such parking spaces. Sublenant’s right to use up to six (6) of Sublandlord’s
unassigned and unveserved parking spaces may not be assigned, sublet or transferred in any way
by Subtenant except in conjunction with a permitted assignment or subletting hereunder,
Subtenant shall deal directly with the Landlord regarding the parking rates for such parking
spaces, the location of such parking spaces, if any, and payment mechanism by Subtenant to
Landlord for such parking spaces with Sublandlord having no obligation of any kind to assist or
otherwise arrange for such parking spaces on behalf of the Subtenant. To the extent that
Landlord invoices Sublandlord for such parking spaces, such payment obligations shall be
considered Additional Rent under this Sublease.

B. The term of this Sublease shall commence on the date {hereinafter referred to as
the “Sublease Commencement Date™) which is the later of {1) the date a fully executed copy of
Landlord®s consent, as provided for in Article 16 of this Sublease, is delivered by Sublandlord to
Subtenant and (ii} June 1, 2011 and shall expire at midnight on August 31, 2012, or such earlier
date on which this Sublease may expire or be cancelled or terminated pursuant to its terms or as
provided by faw (hereinafier referred to as the “Sublease Expiration Date”™). When the
Sublease Commencement Date has occurred and been established, Sublandlord and Subtenant
shall, within thirty (30) days of a request by Sublandlord or Subtenant, execule an agreement
confirming such date as the Sublease Commencement Date. Any failure of the parties to execute
such agreement shall not affect the validity of the Sublease Commencement Date, the Sublease
Expiration Date or this Sublease. Notwithstanding any other term or provision of this Sublease
ot the Main Leage to the contrary, Subtenant expressiy agrees that any option to extend the Lease
Term (as defined in the Main Lease) which Sublandlord may have with regard to the Demised
Premises are expressly excluded fom the terms and provisions of this Sublease as it may apply
to the Sublet Premises and Subtenant has no right and no option, with regard to the Sublet
Premises, to extend the term of this Sublease beyond the Sublease Expiration Date.

& RENT: SECURITY DEPOSIT

A, Subtenant covenants and agrees to pay to Sublandlord rent (herein referred to as
the “Fixed Rent") for the Sublet Premises at the rate of $140,000 for the term of this Sublease
payable by Subtenant in the amount of $9,333.34 per month {the “Monthly Fixed Rent™)
through the Sublease Expiration Date. Monthly Fixed Rent shall be payable in advance on the
first day of each calendar month. Payment of the first due and payable installment of Monthly
Fixed Rent shall be made upon the execution and delivery hereof by Subtenant. If the Sublease
Commencement Date shall occur on & day other than the first day of a calendar month, the first
month’s Monthly Fixed Rent shall be apportioned to reflect the number of days (the “Meodified
Monthly Feriod™) commencing on the Sublease Commencement Date through and including
the last day of the month i which the Sublease Commencement Date occurred and Sublandlord
shall within thirty (30} days of the delayed Sublease Commencement Date promptly refund to
Subtenant an amount equal to the amount of Monthly Fixed Rent previously paid by Subtenant
upon execution of this Sublease less an amount equal to the number of days in the Modified
Menthly Period multiptied by the first month’s Monthly Fixed Rent paid by Subtenant.
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B. This Sublease is intended to be a triple net lease and as such Subtenant shall also
be responsible for payment of its pro rata share of Operating Expenses (as defined and provided
for in Section 3 of the Main Leasc) which Main Lease is attached hereto as Exhibit B and is
made & part of this Sublease, real estate taxes (as provided for in Section 3 of the Main Lease)
and utilities {as provided for in Article 6 of this Sublease) in relation to the Sublet Premises.
Subtenant acknowledges and agrees that Sublandlord’s allocable pro rata share is 6.29% (the
“Sublandlord’s Allocable Percentage™) as that concept is used in the Main Lease to compute
additional rent owed by the Sublandlord to the Landlord pursuant fo the Main Lease and that
Subtenant’s percentage of Sublandlord’s Allocable Percentage is 43.16% which will be used to
compute Additional Rent (as defined below) payable by Subtenant to Sublandlord hereunder.

C. Fixed Rent (including Monthly Fixed Rent) and all other amounts payable by
Subtenant to Sublandlord under the provisions of this Sublease, including but not limited to the
amount set forth in Article 2(B) above and Article 2(D) below, (herein collectively referred to as
the “Additional Rent™) shall be paid promptly when due, without notice or demand therefor,
and without deduction, abatement, counterclaim or setoff of any amount or for any reason
whatsoever. Fixed Rent (including any Monthly Fixed Rent) and Additional Rent shall be paid
to Sublandlord in lawful money of the United States at the address of Sublandlord set forth in
Article 19 of this Sublease or to such other person and/or at such other address as Sublandlord
may from time to time designate by notice to Subtenant as provided for herein. No payment by
Subtenant or receipt by Sublandlord of any lesser amount than the amount stipulated to be paid
pursuant to this Sublease shall be deemed other than on account of the earliest stipulated
Monthly Fixed Rent or Additional Rent; nor shall any endorsement or statement on any check or
letter be deemed an accord and satisfaction, and Sublandlord may accept any check or payment
without prejudice to Sublandlord’s right fo recover the balance due or to pursue any other
remedy available to Sublandlord. Any provision in the Main Lease referring to annual base rent
or additional rent incorporated hevein by reference shall be deemed to refer to the Fixed Rent
{and, as applicable, Monthly Fixed Rent) and Additional Rent due under this Sublease,

D. In addition to the Fixed Rent, for the period commencing on the Sublease
Commencement Date, Subtenant shall pay to Sublandlord as Additional Rent, within five (5)
days® after demand from Sublandiord from time to time forty three and sixteen one hundredths
percent (43.16%) of (a) Operating Expenses (as defined in Section 3 of the Main Lease) payable
by Sublandlord, as tenant under the Main Lease, (b) Additional Real Estate Tax Rent (as defined
in Section 4 of the Main Lease) payable by Sublandlord as tenant under the Main Lease and (¢)
all electric utility charges (as provided in Article 6 of this Sublease) for eleciricity used on the
Sublet Premises. Subtenant shall also pay to Sublandlord as Additional Rent, upon demand from
time to time, all other amounts payable by Sublandlord to Landlord under the Main Lease
gllocable to the Sublet Premises and to the term of this Sublease pursuant to the provisions
thereof. 1f Sublandlord is required by Landlord under the Main Lease to make advance payment,
estimated payments or deposits of any of the foregoing amounts as it relates to the Demised
Premises, Subtenant shall make 43.16% of such advance payments, estimated payments or
deposits to Sublandlord consistent with the above provisions. For purposes of clarity, if, for
example, during the term of the Sublease, Sublandlord becomes obligated to pay to the Landiord,
pursuant to the Main Lease, Additional Rent (either for Operating Expenses or Additional Real
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Estate Tax Rent) in the amount of $50,000 (and which Additional Rent represents Sublandlord’s
Allocable Percentage (6.29%) of Landlord’s Operating Expenses and/or Additional Real Estate
Tax Rent for the Building), Subtenant shall pay Sublandlord, as Additional Rent under the
Sublease, $21,580 (which represents the amount of Additional Rent which Sublandlord owes to
Landlord (850,000) multiplied by Subtenant’s portion (43.16%) of such amount. Sublandlord
shall have the right to demand payment of any amount of such Additional Rent during the term
of this Sublease or after the expiration of the term of this Sublease or the earlier termination of
this Sublease,

L. If the sum of any installment or estimated payments made by Subtenant on
account of any or all of the items set forth in this Article 2 excesd 43.16% of Sublandlord’s share
of such item(s) with respect to the Demised Premises under the Main Lease for any calendar
period, Sublandlord shall refund the excess to Subtenant within ten (10 days after the amount of
the excess is refunded to Sublandlord by Landlord. 1f the sum of any installment or estimated
payments made by Subtenant on account of any or all of the items set forth in this Article 2 are
less than 43.16% of Sublandlord’s share of such item(s) with respect to the Demised Premises
under the Main Lease for any calendar period, Subtenant shall pay the amount of such deficiency
to Sublandlord within ten {10) days after demand,

F.  All costs, expenses and fies other than Fixed Rent which Subtenant assumes or
agrees to pay pursuant to this Sublease (including, without limitation, all costs, expenses and fees
payable by Sublandlord as tenanl under the Main Lease with respect to the Sublet Premises
which are payable hereunder by Subtenant by their incorporation herein by reference to the Main
Lease) shall be deemed Additional Rent and, in the event of non-payment, Sublandlord shall
have all the rights and remedies provided for in the case of non-payment of Fixed Rent (ot
Monthly Fixed Rent).

G.  Subtenant shall pay, on or before the date same is due, any occupancy, sales, use
or similar 1ax, charge or fee that is at any time due or payable with respect to the occupancy or
use of the Sublet Premises, Building or land on which the Building is located or the payment of
Fixed Rent (including any Monthly Fixed Rent) or Additional Rent by Sublenant to Sublandlord,
and which is attributable to this Sublease and/or the term of this Sublease.

H. Upon execution of this Sublease, Subtenant shall post with Sublandlord (and
maintain at all times during the term of this Sublease), a Security Deposit in the amount of
Eighteen Thousand Six Hundred Sixty-Seven Dollars ($18.667) (the “Security Deposit
Amount”) as described below, which shall be held as security for the Subtenant’s performance
as herein provided, to be returned to Subtenant at the end of term of this Sublease, subject to
Subtenant’s satisfactory compliance with the terms and conditions of this Sublease. The Security
Deposit Amount shail be delivered to Sublandlord on Subtenant’s execution of this Sublease by
certified or bank check drawn on a New York or Massachusetts bank (which sum shall not earn
interest and which sum Sublandlord shall be entitled to eommingle and use with Sublandlord’s
own funds).
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3. SUBORDINATION TO MAIN LEASE

This Sublease js and shall be expressly subject and subordinate to the Main Lease
and the terms, provisions, covenants and conditions thereof, This Sublease is also subject and
subordinate 1o all instruments, agreements and other matters to which the Main Lease is or shall
be subject or subordinate.

4. IGHTS AND IGATIONS: EXCEPTIONS

A, Subtenant confinms that Subtenant has read the Main Lease and is familiar with
the terms and provisions thereof. Except as otherwise expressly provided herein, all of the terms,
provisions, covenants, agreements and conditions of the Main Lease are incorporated herein by
reference and made a part of this Sublease with the same force and effect as though set forth in
full herein, Subtenant shall conform to, and use the Sublet Premises, the Building and the land
on which the Building is located in accordance witl, all the terms, provisions, covenants,
agreements and conditions of the Main Lease as same apply to the Sublet Premises, Building and
the land on which the Building is located and as modified by this Sublease and Subtenant will do
no act which will result in a violation of such terms, provisions, covenants, agreements and
conditions of the Main Lease. Subtenant shall perform the terms, provisions, covenants,
agreements and conditions of the Main Lease on the part of the Sublandiord to be performed
with respect to the Sublet Premises, Building and the land on which the Building is located
(except as otherwise may be expressly provided herein). To the extent there are inconsistencies
between any provision of the Main Lease and any provision of this Sublease, this Sublease shall
control unfess the use or occupancy of the Sublet Premises, the Building and the land on which
the Building is located by Subtenant or any action or inaction by Subtenant in accordance with
said provision becomes a default under the terms of the Main Lease, in which event the
provisions of the Main Lease shall control.

Except as provided in this Sublease, Subtenant shall be entitled to the rights of
Sublandiord, as tenant under the Main Lease, insofar as the same refate to the Sublet Premises.
Sublandiord shall have no liability by reason of any default of Landlord under the Main Lease, it
being understood that iff Sublandlord shall fail to fulfill any obligation of the Sublandlord
hereunder and if such failure is caused by the failure of Landlord to comply with its cbligations
under the Main Lease, then Sublandlord shall have no obligation or liability by reason of such
failure, but in such event Subtenant shall be subrogated to the rights of Sublandlord to enforce
the obligations of Landlord under the Main Lease insofar as such obligations relate to the Sublet
Premises. Without limiting the generality of the foregoing, Subtenant understands that the
supplying of services including, without limitation, heat, light, water, air conditioning and other
utilities, janitorial cleaning, window washing and elevator services, and building maintenance
and repair are the obligations of the Landlord, and that Sublandlord has no control thereof, and
assumes no responsibility in connection therewith; and no failure to furnish, or interruption of,
any such services or facilities shall give rise to any (a) abatement, diminution or reduction of
Subtenant’s obligations under this Sublease, (b) consiructive eviction, in whole or in part, or {c)
liability on the part of the Sublandlord. Further Subtenant agrees that it is the responsibility of
the Landlord to comply with all applicable local, state and federal building laws, codes,
ordinances, rules and regulations as provided in the Main Lease and that Subtenant is responsible
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for obtaining any licenses as may be required for local, federal and state law in connection with
its operations al the Sublet Premises.

If the Landlord shall default in any of its obligations to Sublandlord with respect
to the Sublet Premises, Subtenant, at Subtenant’s sole cost and expense, shall have the right in its
owi name, that of Sublandlord, or both, to bring an action or proceeding with respect to such
default, and Subtenant hereby is subrogated to the rights of Sublandlord against Landlord to the
extent that the same shall apply to the Sublet Premises, Sublandlord agrees to take such
commercially reasonable steps, at Subtenant’s sole cost and expense paid in advance, as
Subtenant may reasonably request to cooperate with Subtenant in any such legal proceeding or
action, If Subtenant shall commence any proceeding or take any other action to enforce the
obligations of the Landlord insofar as such obligations relate to the Sublet Premises, Subtenant
agrees to indemnify and hold Sublandlord harmless from and against any costs, Habilities,
damages or expenses (including attorneys® fees) which Sublandlord may incur in connection
therewith or by reason thereof,

Notwithstanding anything fo the contrary in the foregoing, Sublandlord shall
promptly forward to Landlord any written requests or other written communications made by
Subtenant to Sublandlord related to the performance by Landlord of its obligation under the
Main Lease, as they pertain to the Sublet Premises, and shall promptly forward to the Sublenant
any written communication received from the Landlord related fo the Sublet Premises which
affects the Subtenant,

B. Notwithstanding anything to the contrary contained in this Sublease or the Main
Lease;

(1) for the purposes of incorporation of the Main Lease by reference in
this Sublcase, except as otherwise expressly provided herein, and except to the extent that they
are inapplicable or modified by the terms and provisions of this Sublease (a} references in the
Main Lease to the “Premises” or “Leased Premises” shall be deemed to refer to the Sublet
Premises, (b} references in the Main Lease to “LESSOR” shall be deemed to refer to Sublandlord
under this Sublease, (c) references in the Main Lease to “LESSEE” shall be deemed to refer to
Subtenant under this Sublease, (d) references in the Main Lease to the® Lease” shall be deemed
to refer to this Sublease, (e) references in the Main Lease to the “Lease Term™ of the Main Lease
shall be deemed to refer fo the term of this Sublease, (f) references in the Main Lease to the
“Termination Date” shall be deemed to refer to the Sublease Expiration Date, (g) references in
the Main Lease to the “Commencement Date” shall be deemed references to the Sublease
Commencement Date and (h) references in the Main Lease to “Annual Base Rent” shall be
deemed to refer to Fixed Rent (including Monthly Fixed Rent). Notwithstanding any other term
or provision of this Sublease or the Main Lease to the contrary, Subtenant expressly agrees that
any option to extend the Lease Term (as defined in the Main Lease) which Sublandiord may
have with regard to the Demised Premises are expressly excluded from the terms and provisions
of this Sublease and Subtenant has no right and no option, with regard to the Sublet Premises to
extend the term of this Sublease beyond the Sublease Expiration Date;
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(i) the Fixed Rent (and the Monthly Fixed Rent) and Additional Rent
to be paid by Subtenant hereunder shall be governed by the terms and provisions of Article 2 of
this Sublease;

(i) the time limits contained i the Main Lease for the giving of
notices, making of demands or performing of any act, condition or covenant on the part of the
tenant thereunder, or for the exercise by the tenant thereunder of any right, remedy or option, are
changed for the purposes of incorporation herein by reference by shortening the same in each
instance by five (5) days, so that in each instance Subtenant shall have five (5) days less time to
observe or perform hereunder than Sublandlord has as the tenant under the Main Lease,

(iv)  the following parts, provisions and exhibits of the Main Lease are
not applicable to this Sublease, and are not incorporated herein by reference:

(a) Sections 1, 6{c), 19, 32, 33, 34 and 36;

(b) (i) the first sentence of paragraph 2 of Section 2, (ii) the last
sentence of Section 2, (iii) the second sentence of the second paragraph of Section 6, (iv) the last
sentence of the third paragraph of Section 7, (v) the last sentence of Section 10, (vi) all but the
first paragraph of Section 11, (vii) the last two sentences of the first paragraph of Section 12,
(viii) the fourth sentence of Section 16 and (ix) the last sentence of the [irst paragraph of Section
26;

{c) the first sentence of Section 6 to the extent it permits use of
the Sublet Premises for purposes other than general office use;

(d}  the phrase “(after the first six months of the Term)” in
Section 10, and

{e) Exhibits B, C, Dand E.

5 USE
Subtenant shall use the Sublet Premises for general offices purposes and for no
other purposes.

6. ELECTRICITY

Subtenant acknowledges and agrees that Landlord and not the Sublandiord,
pursuant to the Main Lease, has the obligation to provide to the Sublet Premises the building
standard facilities for heat and air conditioning for the Sublet Fremises, and also to the connmon
areas and facilities which Subtenant enjoys the right to use pursuant to the Sublease, as limited
by the Main Lease as required for comfortable occupancy during 8AM to 6PM each business
day.

Subtenant further acknowledges and agrees that Landlord, and not the
Sublandlord, pursuant to the Main Lease, has the obligation to provide electricity to the Sublet
Premises {to be distributed throughout the Sublet Premises, however, at Subtenant’s sole cost
and expense). Notwithstanding the foregoing, Subtenant shall pay all charges for electricity used
on the Sublet Premises. Subtenant shall pay all actual charges, without mark-up or profit to
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Sublandlord, for electricity used on the Sublet Premises as it may be separately metered to the
Sublet Premises, or based upon 43.16% of Sublandlord’s total electric bill (“Subtenant’s
Electrical Share™) for the Demised Premises if the Sublet Premises are not separately melered
or if only partially separately metered fo the Sublet Premises (whichever or both may be
applicable), at the reasonable determination of the Sublandiord. Subtenant shall pay Subtenant’s
Electrical Share to Sublandlord as invoiced by Sublandlord on a monthly basis (whether based
on actual or estimated charges) within ten (10) days of Subtenant’s receipt of the invoice. In the
event that at any time Sublandlord or Subtenant (hereinafier referred to as the “Disputing
Party”) shall dispute whether Subtenant’s Electrical Share accurately reflects Subtenant’s usage
of electricity in the Sublet Premises, the Disputing Party shall have the right, at the Disputing
Party’s sole cost and cxpense, to make a survey (hereinaller referred to as the “Survey™) of
electrical usage in the Demised Premises and the Sublet Premises using an independent electrical
engineer (hereinafter reforred to as the “Surveyor™) mutually satisfactory to Sublandlord and
Subtenant. The Surveyor shall compute Subtenant’s Electrical Share of the electricity used in
the Sublet Premises as a percentage of the electricity used in the Demised Premises. The Survey
shall be conclusive and binding upon Sublandlord and Subtenant. Until completion of the first
Swvey made pursuant to this paragraph and receipt thereof by Subtenant, Subtenant shall
continue to pay Subtenant’s Electrical Share. Afier completion of a Survey and receipt thereof
by Sublandlord and Subtenant, effective as of the date of the Survey and continuing thereafter
until completion of a new Survey, Subtenant shall pay Subtenant’s Electrical Share as adjusted
based on the Survey, retroactively adjusted to the date of the Survey. Sublandlord and Subtenant
shall cogperate with each other and the Surveyor in the making of the Survey,

7. DEFAULT

Subtenant covenants and agrees that in the event that it shall default in the
performance of any of the terms, covenants and conditions of this Sublease (including those
portions of the Majn Lease incorporated herein by reference) beyond any applicable notice and
grace period provided for in the Main Leass and incorporated herein by reference (as shortened
by Article 4(B)(iii) hergof), Sublandlord shall be entitled to exercise any and all of the rights and
remedies to which it is entitled by law, including, without limitation, the remedy of summary
proceeding, and also any and all of the rights and remedies specifically provided for in the Main
Leass and incorporated herein by reference.

8. CONDITION OF SUBLET PREMISES

The Sublet Premises are demised to Subtenant in the condition which shall exist
on the Sublease Commencement Date “as is”, except as otherwise hereinafter provided.
Subtenant is subleasing the Sublet Premises from the Sublandlord afier having had an
opportunity to fully inspect the Sublet Premises and the right not to execute this Sublease if the
results of said inspection were unacceptable. Therefore, except as otherwise hereinafier
provided, Subtenant hereby agrees that the term “as is” means that upon having approved said
inspection, it will sublease the Sublet Premises, without warranty or representation, either oral or
written, or expressed or implied, as to the physical condition of the Sublet Premises, the Building
or land on which the Building is located and/or the compliance of same with building, fire, health
and zoning codes and other applicable laws, ordinances and regulations. Sublandlord hereby
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expressly disclaims any and all warranties or representations made to Subtenant, whether same
were made by any partner, officer, director or employee of Sublandlord or any other agent of
same, such as a broker or the Landlord, unless such warranty or representation is contained in
writing as & part of this Sublease. Except as otherwise provided for herein (i) Sublandlord shall
not incwr any greater obligation, financial or otherwise, in connection with the Sublet Premises
than it would have had but for this Sublease, and (i) Subtenant shall be solely responsible for all
costs which may be imposed on Sublandiord or Subtenant under the Main Lease in connection
with the condition of the Sublet Premises, the Building and the land on which the Building is
located.

9, IMPROV ENTS

Subtenant may make changes, alterations, additions or improvements to the
Sublet Premises, subject, however, to the consent of Sublandlord, which consent shall not be
unreasonably withheld or delaved, and of Landlord, to the extent required under the Main Lease.
Amny changes, alterations, additions or improvements by or on behalf of Subtenant shall be made
subject to and in accordance with the provisions of the Main Lease.

Subtenant shall pay any and all fees or charges Sublandlord may incur and any
and all fees or charges Landlord may incur in connection with Subtenant’s making changes,
alterations, additions or improvements to the Sublet Premises. Except as expressly set forth in
this Sublease, on or before the Sublease Expiration Date or sooner termination of this Sublease,
if Landlord requires Sublandlord to restore the Sublet Premises to their condition prior to the
making of any changes, alterations, additions or improvements by Sublandlord andfor Subfenant,
Subtenant shall, at its sole cost and expense, promptly remave Subtenant’s changes, alterations,
additions or improvements to the Sublet Premises, and repair any damage caused by such
removal.

10 LSERVICES REQUIRED BY SUBTENANT

Subtenant shall attempt to make its own mrangements with Landlord for the
furnishing of additional services to the Sublet Premises, the Building andfor the land on which
the Building is located other than those which are required to be furnished by Landlord under the
terins of the Main Lease and any such additional services shall be paid for by Subtenant. 1T
Landlord shall refuse to respond to such request for additional service, Sublandlord shall, at
Subtenant’s sole cost and expense, request Landlord to perform such additional services at
Subtenant’s sole cost and expense. For the purposes of this Article 10, the term “additional
services” shall include, but not be limited to, overfime heating andfor air conditioning service
{including, but not limited to additional services which Subtenant may request Landlord to
provide pursuant to Section 7 of the Main Lease}, overtime fieight elevator service and any
assessments which Landlord, at its discretion, may assess either the Subtenant or the
Sublandlord, as applicable, for any extraordinary ilem of cost or expense which may actually
oceur as a direct result of Subtenant’s own distinet uses or activities either i the Sublet Premises
or within the Building which assessment shall be invoiced either directly by Landiord or, if
applicable, by Sublandlord, and paid by Subfenant within twenty five (25) days of Subtenant’s
receipt of such invoice,
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1. SUBEANDLORD'S PROPERTY

The furniture scheduled on Exhibit C which is attached to and made a part of this
Sublease together with file systems and other built-ins and fixtures presently in the Sublet
Premises (collectively hereingfler referred to as “Sublandlord’s Property™) will remain in the
Sublet Premises for use by Subtenant, without charge. During the term of the Sublease, in the
event Subtenant determines that any portion of Sublandlord’s Property shall no longer be used by
Subtenant (“Unused Sublandlord Property”), the Sublandlord shall remove such Unused
Sublandlord Property from the Sublet Premises within ten (10} business days after Sublandlord’s
receipt of wrilten notice from Subtenant that specified the Unused Sublandlord Property to be
removed from the Sublet Premises, provided, however, that Sublenant may request the removal
of Unused Sublandlord Property only once during each three (3) month period during the term of
the Sublease. Removal and storage of Unused Sublandlord Property shall be at the expense of
Sublandlord. Exhibit C shall be amended upon notice of request to remove unused Sublandlord
Property by Subtenant, Sublandlord’s Property shall remain the property of Sublandlord upon
the expiration or sooner termination of this Sublease. Sublandlord’s Property is in the Sublet
Premises in an “as is” condition with all faults and Sublandlord makes no representation or
warranty of any kind regarding the Sublandlord’s Property whether express or implied, including
but not limited to any warranty of merchantability or fitness for any particular purpose.
Subtenani agrees to maintain Sublandlord’s Property in good order and repait and on the
Sublease Expiration Date (or, if applicable, the date of earlier removal by Sublandlord of Unused
Sublandlord Property} retirn the same to Sublandlord in the same condition as received froin
Sublandlord, reasonable wear and tear excepted. Upon the expiration or early termination of this
Sublease, unless otherwise agreed in writing by Sublandlord and Subtenant, Subtenant has no
obligation to remove the Sublandlord’s Property from the Sublet Premises. All other personal
property of Sublandlord, including, without fimitation, all furniture not set forth on Exhibit C,
books, phones, trade fixtures and equipment, computers and copiers shall be removed by
Sublandlord prior to the Sublease Cormmencement Date.

Subtenant agrees that upon reasonable written notice provided by Sublandlord to
Subtenant, Sublandlord shall have access to the Sublet Premises during the last seven (7)
calendar days of the term of the Sublease to remove, and be permitted to remove, Sublandlord’s
Property from the Sublet Premises all at Sublandlord’s cost and expense.

12, ATTORNMENT

In the event of termination, re-entry or dispossession of Sublandlord by Landlord
under the Main Lease, the Landlord may, at its option, take over all of the right, title and interest
of Sublandlord, as sublessor, under this Sublease, and Subtenant shall, at Landlord’s option,
attorn to Lendlord pursuant to the then executory provisions of this Sublease, except that
Landlord shall not (i) be liable for any previous act or omission of Sublandlord under this
Sublease, which heretofore has accrued to Sublenant against Sublandlord, (i) be bound by any
previous modification of this Sublease not consented to by Landlord or by any previous
prepayment of more than one month’s rent, (i) be bound to perform any work which
Sublandiord is obligated to perform hereunder, or to pay Subtenant for the same or (iv) be
subject to any offset not expressly provided for in this Sublease which theretofore accrued to
Subtenant against Sublandlord. The Subtenant hereunder hereby waives all rights under any
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present or fiture laws or otherwise to elect, by reason of the termination of the Main Lease, to
terminate this Sublease or surrender possession of the Sublet Premises dentised hereby.

PRESENTATION AND WA TES

Subtenant covenants, warrants and represents:

A.  that Subtenant shall perform sll of its obligations under this Sublease (inchiding,
without limitation, all of the obligations relating to the Sublet Premises, the Building and the
land on which the Building is located arising under the Main Lease which are incorporated
herein by reference);

B.  Subtenant shall keep the Sublet Premises in a clean and orderly and presentable
condition equivalent to the reasonable standards set by Landlord for the Building and Subtenant
shall be solely responsible to provide its own cleaning and janitorial services to the Sublet
Premises, at its sole cost and expense;

C.  that Subtenant will not do or omit to do anything which would constitute a default
under the provisions of the Main Lease incorporated herein by reference;

D. although doorways exist in the Sublet Premises providing possible ingress and
egress to the remaining portion of Sublandlord’s Demised Premises, the Subtenant understands
and agrees that such doors will be disabled and locked during the term of the Sublease and
Sublenant shall have no access to the remaining portion of Sublandlord’s Demised Premises; and

E. that Subtenant shall indemnify, defend and hold harmless Sublandlord and
Landlord and their respective agents, contractors and employees from and against any and all
claims, liabilities, damages, losses or expenses (including, without limitation, reasonable
attorneys fies) which may be imposed upon or mewred by or asserted against Sublandlord
and/or Landlord and/or their respective agents, contractors or employees by reason of (i)
Subtenant's failure to comply with the provisions of this Sublease (including but not limited to
Article 13(D) of this Sublease), (i) the negligent or improper use or occupancy of the Sublet
Premises, the Building or the land on which the Building is located by Subtenant or its
successors or assigns, (iil) any work or thing done whatsoever by or at the instance of Subtenant,
its agents, contractors, subcontraciors, employees, licensees, successors or assigns (other than
work performed by Sublandlord), or any condition created by Subtenant, ts agents, contractors,
subcontractors, employees, licensees, successors or assigns in, on or about the Sublet Premises,
the Building or the land on which the Building is located, (iv) any negligence or other wrongful
act or omission on the part of Subtenant or any of its agents, confractors, subcontractors,
employees, licensees, successors or assigns, or (v} any accident, injury or damage to any person
or property eccurring in, on or about the Sublet Premises, the Building or the land on which the
Building is located or any part thereof, except to the extent caused by the gross negligence or
willful misconduct of Sublandlord (with respect to a claim against Sublandlord) or Landlord
{with respect to a claim against Landlord). In case any action or proceeding is brought against
Sublandiord and/or Landlord and/or their respective agents and employees by reason of any such
claim, neither Sublandiord nor Landlord shall settle the same without Subtenant’s written
consent and Subienant, upen written notice from Sublandlord and/or Landlord, shall ai
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Subtenant’s expense resist and defend such action or proceeding by counsel approved by
Sublandlord and/or Landlord in writing, which approval will not be unreasonably withheld.

14.  LESTOPPEL

Sublandiord represents that (i) it is not i default in the payment of rent and
additional rent pursuant to the Main Lease with respect to the Sublet Premises as of the date of
this Sublease, (i) to its best knowledge, no event has occurred which is, or with the giving of
notice or passage of time or both will become, a condition of limitation under the Main Lease, on
the part of either Sublandlord or the Landlord, {ifi) it is currently the Tenmant of the Sublet
Premises under the Main Lease, (iv} it has not received any notices of default citing any defauits
under the Main Lease which remain uncured, and (v) the Main Lease, a copy of which has been
delivered 1o the Subtenant, represents the entire agreement with respect to the Sublet Premises,
the Building or the land on which the Building is located between the Landlord and the
Sublandlord.

15.  BROKERS

A.  Subtenant represent that Subtenant has dealt with no brokers other than Richard
Barry Joyce & Partners (the “Subtenant Broker™) in connection with this transaction,
Subtenant shall indemnify and hold Sublandlord and Landlord harmless from and against any
and all claims, liabilities, costs and expenses of any kind and nature (including reasonable
attorneys® fees) arising from or related to a breach of the foregoing representation.

B. Sublandlord represents that it has dealt with no brokers in connection with this
transaction other than CB Richard Ellis (the “Sublandlord Broker"). Sublandlord shall
indemnify and hold Subtenant and Landlord harmless from and against any and all claims,
liabilities, costs and expenses of any kind and nature (including reasonable attorneys’ fees)
arising from or related to a breach of the foregoing representation and shall pay any commission
due in connection with this Sublease to the Sublenant Broker and Sublandlord Broker pursuant to
a separale agreement.

16. LANDLORD'S CONSENT; BINDING EFFECT

Upon execution hereof, this Sublease shall be delivered to the Landlord for its
consent. Sublandiord and Subtenant expressly acknowledge that the Lendlovd’s consent is a
condition precedent fo the effectiveness of this Sublease. Sublandlord and Subtenant agree to
use reasonable and diligent efforts 1o oblain the Landlord’s consent hereto and shall execute and
deliver such other and further instruments and/or deliver such information as may reasonably be
required to effectuate the intent of this Sublease and/or to obtain the Landlord’s consent fo the
subleasing of the Premises to Subtenani. Landlord’s Consent (“Landlord’s Consent™) shall be
set forth either at the end of this Sublease below the signatures of the Sublandlord and the
Subtenant or in a separate writing executed by the Landlord expressly referencing this Sublease.

Notwithstanding anything to the contrary contained in this Sublease, this Sublease
shall not become effective until both Sublandlord and Subtenant execute this Sublease and until
Landlord’s consent to this Sublease is obtained as provided above.
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17. NON-LIABILITY FOR LANDLORD'S FAILURE TO CONSENT: DISCLAIMER
OF LIABILITY

In any instance where the consent of Landlord is required hersunder or under the
Main Lease, Sublandlord shall have ne liability for any failure of Landlord to grant its consent
for any reason whatsoever, including whether or not Landlord’s conseni was unreasonably
withheld. Except as otherwise expressly provided herein, in any case where Landlord reserves a
right or disclaims any liability under the Main Lease, said right or disclaimer shall inure 1o the
benefit of Sublandlord as well as to Landlord, and any rights or disclaimers inuring to
Sublandlord as tenant under the Main Lease shall likewise inure to the benefit of Subtenant,

18,  SUBLANDLORD’S PERFORMANCE UNDER MAIN LEASE

A, Sublandlord will duly ohserve and perform every term and cendition of the Main
Lease to the extent that such term and condition is not provided in this Sublease to be observed
or performed by Subtenant {and except to the extent that any failure so to pay or any failure in
such observance or performance shall have resulted, directly or indirectly, from any default by
Subtenant in its obligations to pay any amount of the Fixed Rent (including any Monthly Fixed
Rent) or Additional Rent hereunder or to observe or perform any of the terms, covenants or
conditions in this Sublease or in the Main Lease on Subtenant’s part to observe or perform with
respect to the Sublet Premises, the Building or the land on which the Building is located.

B. Sublandlord shall not enter info any modification or amendment to or of the Main
Lease, or any other agreement, or take any other action which results in the modification,
surrender or cancellation of the Main Lease, if such modification, surtender or cancellation
decreases any of Subtenant’s rights under this Sublease, or ncreases any of Subtenant’s
obligations or remedies under this Sublease, without the prior written copsent of Subtenant. Any
modification, amendment, agreement, surrender or cancellation made without such consent shali
have no effect on the rights or obligations of the Subtenant under this Sublease,

19.  NOTICES

All notices, requests, demands, and other communications hereunder shall be in
writing, shall be delivered personally or sent by registered or certified mail, return receipt
requested, or by nationally recognized overnight carrier providing for receipted delivery and
shall be deemed have been given or made when received at the following address:

If to Sublandlord:

MNeoStem, Inc.

420 Lexington Avenue

Suite 450

New York City, New York 10170

Attention: Catherine M, Vaczy, General Counsel
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With a copy to:

Michael J. Vitolo, Esqg.
26 Yankee Hill Road
Ridgefield, CT 06877

If to Subtenant:

Seaside Therapeutics, Inc.

840 Memaorial Drive

Fifth Floor

Cambridge, Massachugettz 02139

Attention: Director, Finance

If to Landlord:

Rivertech Assoctates II, LLC
575 Boylston Street
Boston, Massachusetts 02116.

Any of the above addresses may be changed on ten (10) days notice, given as
above provided.

20, INSURANCE

Subtenant shail maintain all insurance reguired of Sublandiord as tenant in
accordance with and pursuant to the Main Lease, including, but not limited to Section 17 of the
Main Lease as such section is incorporated by reference into this Sublease, which insurance shall
name both Landlord and Sublandlord as additional msureds and Subtenant shall deliver evidence
of such coverage in form and substance reasonably acceptable to Sublandlord no later than the
Sublease Commencement Date.

21 TTRE AGREEMENT

This Sublease contains the entive agreement between Sublandlord and Subtenant
with respect to the subject matter hereof. This Sublease cannot be changed in any manner except
by a written agreement signed by Sublandlord and Subtenant, and, if required, consented 1o by
Landlord.

22,  MASSACHUSETTS LAW

This Sublease shall be governed in all respects by the laws of the Commonwealth
of Massachusetts. Any provision of this Sublease which is deemed void or unenforceable shall
not invalidate or render void or unenforceable any other provision of this Sublease.

23, SUCCESSORS AND ASSIGNS

The provisions of this Sublease shall extend to, bind and inure to the benefit of the
parties hereto and their respective successors and assigns. In the event of any assignment or
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wansfer of the leasehold estate under the Main Lease the transferor or assignor, as the case may
be, shall be and hereby is entirely relieved and freed of all obligations under this Sublease.

4. WAIVER OF TRIAL BY JURY

It is mutually agreed by and between the Sublandiord and Subtenant that, except
in the case of any action, proceeding or counterclaim brought by either of the parties against the
other for personal injury or property damage, the respective parties hereto shall and they hereby
do waive trial by jury in any action, proceeding or counterclaim brought by either of the parties
hereto against the other on any matters whatsoever arising out of or in any way connected with
this Sublease.

IN WITNESS WHEREOF, Sublandlord and Subtenant have hereunto set their hands
and seals and intend to be legally bound hereby as of the date first set forth above.

SUBLANDLORD:
NECOSTEM, INC.

tA
By:
Name: 7Eob  SWiith
Title: CED

SUBTENANT:
SEASIDE THERAPEUTICS, INC.

By: ///%%iji
Higme: f@ti’aﬁﬁaff c’g,u;;ﬁnsjtif

Title: =
Residod # ¢ e
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EXHIBIT A
Floor Plan

{Immediately Follows)
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EXHIBIT B
Main Lease

(hmmediately Follows)




INDENTURE OF LEASE
by and between
RIVERTECH ASSOCIATESIT, LLC
(“LESSOR"}
and
NEOSTEM, INC.
(“LESSELR™)

RIVERSIDE TECHNOLOGY CENTER

840 Memorial Drive
Cambridge, Massachusetts

LEASE EXHIBITS
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RIVERSIDE TECHNOLOGY CENTER
COMMERCIAL LEASE
BETWEEN
RIVERTECH ASSOCIATES I, LLC
AND

NEOSTEM, INC.

e S piepier”
Agreement entered info ﬂﬁaﬂm day of 2009 in consideration of the covenants
and other benefits herein contained, the receipt and sufficiency of said consideration
being hereby acknowledged (the “Lease™).

Rivertech Associates VI, LLC, a Massachusetts limited Hability corporation, ofo The
Abbey Group, 575 Bovlston Street, Boston, MA 02116 (herein “LESSOR”), does hereby
lease to and NeoStem, Inc, a Delawqre corporation duly goalified to do business in the
Commonwealth of Massachuseits with a principal place of business in New York, New
York (herein “LESSEE™), does hereby lease from said LESSOR, certain space located at
840 Memorial Drive, Cambridge, Massachuseits (herein “Building™) being ﬂmsﬂport:iou of
the fourth (4™ floor of the Building {and certain ancillary space on the third (3%} fleor of
the Building), shown on Exhibil A sttached hereto (herein, “Lease Plan”) consisting of
approximately 8,060 rentables square feet on said fourth (4™} floor and approximately 50
rentable square fieet on said thid (3™ flaor, for a combined apptoximate 8,110 rentable
square feet, all as appearing on said Lease Plan, (the "Leased Premises” or "Premises”);
with the right in common with others in the Building lo use such common areas of the
Ruilding as are designated by the TESSOR, from time lo time including but not limited to
the 1 floor common lavatories; shared loading dock; shared passenger and fieight
elevators; and capunon walkways, driveways and lobbies; as well 2s the additional
acoessory areas set fouth in Seetion 6 hereof.

1, LeaseTerm. LESSOR shall deliver the Leased Premises to the LESSEE as set
forth in Section 32 hereof, the date of delivery being referred to herein 25 the “Delivery
Date”, LESSEE hereby lezses the Leased Premises for an original Term of thirty six (36)
conscoutive months (hersin, “Lease Term”). The Term of the Lease shall begin on that
date which is the Hrst day of the next calendar menth after the Delivery Dats ocours,
referred Lo herein as the "Commencement Date”, and shall end on the last day of the
calendar month which is thirty six (36) full montis therefrom, referred to herein as the
“Ternination Date”. The period between the Delivery Date and the Commencement
Date (if any, as may be ocoasioned by delivery on a date other than the first of any
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calendar month) is referred to berein as the “Interim Period”, during which all terms and
conditions of the Lease shall fully apply as sef forth hersin. The *Fivst Lease Year” shall
commence on the Commencement Date and shall end on the Jast day of the calendar
month which is twelve (12) full months therefrom.  Each successive Leass Year shall be
the next swelve full menth period afler the end of the First Leate Year, By way of
{liustration, if the Delivery Date s September 10%, 2009 then: (i) the Commencement
Date shall be Octoberl, 2009; (1) the First Lease Year shall begin on October 1, 2009
and shall concinde on September 30, 2010; the Second Lease Year shali begin on
Ostobert, 2010; and cach sucesssive Lease Year shall begin on the next Qctoberl™; and
the Termination Date would be Seplember 30, 2012,

LESSOR agrees to use commercially reasenable sfforts to substantially complete
LESSOR's build-out and to deliver the Leased Premises on o before September 1, 2005
but LESSOR shall incur no Hability, nor shall there be any abatement of Annual Base
Rent or other payments due hereunder, if the Delivery Date ocours subsequent to Skid
tarpet date; provided, however, that in the event that the Delivery Date (25 defined in
Seetion 32) has not ocowred on or before September 15, 2009 for whatever reason (the
“Outside Termination Date™), then LESSEE shall have the right to terminate this Lease
by written notice to LESSOR delivered within 15 business days sfter the Qutside
Termination Date, and the Lease shall be desmed to be terminsted if the Delivery Date
has thereafter not accurred by September 30, 2009 {ahsent separate written agrecment of
the partes).

The Term mey be extended as contemplated by Section 33 hersofl

2. Annual Base Reni and Additional Rent. LESSEE shall pay to LESSOR an
Annusl Base Rent pursuant to the schedule below during each Lease Year {or portion
thereof as the case raay be) of the Term hereof, (hersin, “Annual Base Rent™). Annual
Base Rent shall be payable in advance, in equal monthly installments, due on the first day
of esch calendar menth, puswant {o the schedule below, Anmual Base Rent due for any
partial month shall be prorated based on the pumber of days in that month. LESSEE's
first payment of Annual Base Rent for the first month of the fivst Loase Year and
LESSER’s payment of Annual Base Rent for the Interim Period {(which shall be
calewfated by multiplying the number of days in the Interim Period (i.e. starting with the
Deelivery Diate through the last day of the menth prior to the Commencement Date) by an
applicable per diem rate reflecting Annual Base Rent for the First Lease Year (First Six
Months) on an annualized basis shall both be dug on the Delivery Date,

All payrsents of Annual Bage Rent (snd any Additinnal Rent or other sums due
LESSOR) shall be made to LESSOR at 575 Boylsten Strect, Boston, Massachusetts
02116 or to such other agent or st such other place as LESSOR may designate in writing.
The covenants to pay all Annual Base Rent and 2ll Additienal Rent hereunder
(collectively, “Tent™ shall be independent from any and all other covenants of LESSOR
to LESSEE hereunder; and al) Rent shall be promptly paid when due hercunder,
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LESSEH shall pay interest from the date due, at an annual rate of eighteen {18%) percent
of any instaliments of Annual Base Rent, or Additional Rent or other payments which are
not received by LESSOR within ten days after written notice from LESSOR that any
such Rent was not received.

SCHEDULE OF ANNUAL BASE RENT

Lease Year Annual Base Rexnt DMonthly Tnstallment
First Lease Year $243,200,00 $20,275.00

{fivst six months)

First Lease Year £324,400.00 $27,033.33

{last six months}

Second Lease Year  $356,840.00 $29,736.67

Thivd Leass Year $369,005.00 £30,750.42

This Lease i intended to be a triple net lease, and us such LESSEE shall alse be
responsible for payment of its pro rata share of Operating Expenses (ces Section 3
herein), Teal estate Laxes (see Section 4 herein) and utilities (see Section 7 herein). All
payments due to LESSOR hereunder in addition to those vader Seetion 2 shall be deemed
to bo “Additional Rent” characterized as such, or as “Rent” interchangeably.

LESSEE's allocable pro rata share is 6,29 % (the LESSEE's “Allocable Percentage”) as
that concept is used herein to compute Additional Rent.

3. Additionzl Rent (Operating Expenses), LESSEE, in addition 1o the sums payable
to LESSOR 25 Armval Base Rent as determined in Section 2 hereof shall pay to LESSUR
for each year (or portien thercof, as applicable) of the Lease Term, a5 Additienal Rent,
LESSEE’s Allocable Percentage of any and all actual Operaling Bxpeoses attributable to
the Building for said year of the Lease Term (herein, “Addilional Operating Expense
Rest™. Operating Expenses as set forth in Bxhibit B herelo are the unandited actvals for
calendar year 2008 (and will be subject to chenge based on actual costs and expenses
incurred for each of the categorized Bxhibit B costs and cxpensss in the romainder of
2009 and for each subsequent calendar year during the Term).

“Operating expenses” means the costs inourred by the LESSOR in connection with the
operation, management and maintenance of the Building." Operating Expenses” ghall aot
inclede the following: the costs of LESSEE's or any other tenant’s improvements and
services for which LESSEE or any tenant js obligated to reimburse LESEOR, or pays
third persous at LESSOR's directions; the costs of improvements to other fenants’ oL
vacant tenant spaces (vis & ¥is common areas) in the Building; income or franchise taxes
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of the LESSOR; the costs ineusred in any rehabilitation, reconstruction or other work
occasioned by any mswred casvalty (L.e. os to which LESSOR is required to carry
insurance heceunder), or by the exercise of the right of eminent domain {except to the
extent of any so-valled “deductible” amount under policies of insurance or any costs
actually incurred for which any insurance company does not reimburse or compensate
LESSOR or owner), depreciation or intevest payments on the building, general corporate
overhead of the LESSOR entity; expenses incurrad in any direct dispute with any
particular tenant {other than those incurred wisch are of benefit to or protect the rights of
other tenants in the building, genarally): sosts of renovalions to vacant or offer tenants’
spaces; costs of capital improvements to the Building its systerns apd appurienances (but
net including maintenance, repairs or replacements), and any rental payments for
equipment which, if purchased, would be excluded as a capital improvement under
generally acoepted accounting standards in LESSOR s reasonable judgment; costs for fhe
removal, encapsulation or other remediation of hazardous substances in the Building or
the land unless such hazardous subsiances were introdnced by LESSEE; brokerage and
advertising costs in seeking or leasing (o new tenants; and penallies incurred due to
LESSOR's willful violation or any direct vialation of any government order; any ground
or underlying lease rentel; bad debt expenscs and interest, principal, points and fses on
debts or amortization on any rorigage or other debt fnstrumernt encumbering the building
or the property; costs arising from LESSOR s chanitable or political contributions; costs
of selling, syndicating, financing, morigaging or hypothecating any of LESSCOR's inferest
in the Building; management fees paid or charged by LESSOR in connection with the
management of the building other than a management fee based on five (5%) percent of
incorme which iz the management fee uniformly and customarily charged to other tenants
in the Beilding by LESSOR; cests and expenses (including taxes) to operate the parking
garage, valet and other patking services for the building, end any replacement garages or
parking facilities and any shuttle services as may be placed in service, including any
eapital improvements to the parking areas; divect expenses in conneetion with services
direotly and selectively provided to other tenants of the Building; costs and expenses paid
1o subsidiaries or affiliales of LESSOR for goods or services 1o the extent the amount
exceeds (without justification) generally accepted costs or expenses incurred by other
comparable buildings in Cambridge, Masgs,

LESSER shall pay its Allocable Percentage of Additional Operating Expense Reat to
LESSOR based on a prospective annval schedule prepared by the LESSCOR, in menthly
increments based on said sohedule, with sach monthly payment of Annial Base Rent due
hereunder. LESSOR, at its discretion, may assess LESSEE for any extraordinary iem of
cost or expense which may actually occur ag 2 direct resuli of LESSEE's own distinet
uses or activities which shall be itemized, involeed separately, and paid by LESSEE
within thirty (30) days of its receipt of the invoice. Within one hundred twenty (120)
days of the close of each calendear year, LESSOR shall provide LESSER with a
rezsonably detailed aceounting of Opersting Expenses for such prior calendar year, and
shiall adjust the prior year's schedule of Additional Operating Expense Rent to account
for actual and properly ecerued osts, expenses, and Habilities, and shall issue LESSEE @
refund or deficiency statement for that year, as appropriate. LESSEE shall pay any
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deficiency shown thereon within thirty (30) days of its receipt of said invoice, Any
rebates due LESSEE (not contested by LESSOR) shall, in LESSOR's reasonable
discretion, be credited toward current monihly Rentor paid to LESSEE within thirty (30)

days.

Upon LESSEE’s tequest, subsequent to LESSER's receipt of such annual accounting,
LESSOR shall make availsbls to LESSEE for inspection, during normal buginess hours
and &t LESSOR’s offices in Massachusetts, all relevant books, records and invoices upon
which Operating Expenses arc caleulated. 1f thers is any dispute, LESSOR and LESSEE
shall attempt to negotiate reconciliation thereof, neitber party being under any obligation
to enter into any such settlement or compromise. If such negotiated reconciliation fails,
then either LESSOR or LESSEE, upon thirty (30} days prior writien notice to the other,
wmay submit any dispute regarding Cperating Expenses to arbitration in the City of
Cambridge or Boston, Magsachugstts under the Expedited Procedures provisions of the
Commercial Arbitration Rules of the American Arbitration Association and the decision
and award of the arbitrator(s) shall be final and conclusive on the parties and enforceable
in any court of competent jurisdiction, Allsuch arbitration results shall apply to the
parties only (and not any other tenands of the Building) end shall be kept confidential by
LESSOR and LESSEE. Each party shall be responsible for iis own costs and cxpenses of
the arbitration proceedings.

4. Additional Rent {Real Estate Taxes), LESSEE, in addition to the sums paysble to
LESSOR as Aonual Base Rent as determined in Section 2 hereof, shall pay to LESSOR
for each year (or portion thereof, as applicable) of the Lease Tenn, a8 Additicnnl Rent,
LESSEE'S Alleczble Percentage of all sums atiributable to the municipal real estate taxes
on the Building and Jand on which it is situated (herein the “Additional Real Estate Tax

Rent”).

Motwithstanding the foregoing, LESSOR shall be under no obligation to file for any
abatement of taxes for F'Y 2008, 2010 or any other fiscal year, and LESSEE shall pay all
armounts as invoiced by LESSOR, recaiving a rebate based on its Allocable Percentage
only if abatement is sought and received by LESSOR.

LESSEE shall pay ite Allocable Percentage of Additional Real Estate Tax Rent to
LESSOR based on 2 prospective annual schedule prepared by the LESSOR, in monthly
increments based on said scheduls, with each monthly payment of Armual Base Rent due
hereunder. Within one hundred twenty (120) days of the close of each caleadar year,
LESSOR shall adjust the pror year's schedule of Additional Real Esfate Tax Rent to
accourtt for actual and properly acerued costs, expenses, end Liabilites, and shall issue
LESSEE a refund or deficiency statement for that year, as appropriate. LESSEE shall
pay any deficiency shown thereon within thirty (30) days of its receipt of said invoice. In
the event of any disagrosment, the parties shall engage in the negotiation and arbitration
processes 581 forth in the last paragraph of Section 3 hereof, Any rebates due LESSEE
{not contested by LESSOR) shall, in LESSOR's reasonable disoretion, be credited rovard
Additional Rent or paid to LESSEE within thirty (30} days. LESSOR shall provide
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copics of the relevant tax bills to LESSEE within a reasoneble time after LESSER's
requast.,

5. Security Deposit.  Upon exeeution hereof, LESSEE shall post with LESSOR (and
meintain at all Umes during Lhe Original and Extended Tern), 2 Security Deposit in the
amourt of Eighty Four Thousand One Bundred Forty One (8 84,141.00) Dollass (the
“Geeurity Deposit Amount'™) as describad below; which shall be held as security for
LESSEE's performance as herein provided, to be retumed to LESSEE at the end of this
Lease Term (a2 may be extended), subject to LESSEE's satisfactory compliance with the
terms and conditions hiezeof, To the extent LESSEE has not defaulted (beyond any
nofice, grace and cure periods) in the performance of any LESSEE's obligations under
this Lease prior to the second Lease Year hereunden, then LESSEE may reduce the
Security Deposit Amount to Fifty Six Thousand Ninety Four (§ 56,094,00) Dollars for
the balance of the Term bereol ag of the start of the second Lease Year, LESSEE may do

- so by delivery of cash or a replacement Letter of Credit to the Letter of Credit posted

below,

The Security Deposit Amount shall be delivered to LESSOR, on LESSER's execution of
this Leass, either by:

(6)  certified or bank check drawn on a Massachusetts bank (which sum, plus
any interest thereon, LESSOR ehall be entitled to sommingle and use with
LESSOR s own funds); or

{b)  ievocable stand-by Lelter of Credit, drawn on a commercial bank
reasonably acceplable to LESSOR.

if available o LESSEE, the Letter of Credit shall be the full term of this Lease.
However, the Letter of Credit may be written on an annual basis with a provision
that it may be drawn upon if LESSEE feils to provide a renewal or replacement
therefor forty-five (45) days prior to the expiration of the then existing Letter of
Credit,

The Lebter of Credit shall: (i) name LESSOR a3 beneliciary, (i) be for a term
equal to the Lease Term (or any extended term, as and when appropriate}; (iif) be
cancelable only with a minimum 30 days prior notice fo LESSOR,; and (iv) be
substantially in the form attached hereto as Exhibit C and in all respects in form
and substance reasonably satisfactory to LESSOR.

LESSOR reserves the right, 3t any lime, at which the LESSOR reasonably questions the
economic viability of the bank issuing the then existing Letter of Credit, to require that
the origina) Letter of Credit be replaced by another Letter of Credit issned by another
commercial bank reasonably aceeptable to LESSOR. LESSER shall be required to make
its substitution within fifieen (15) days from receipt of LESSOR's notice. Failure to
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provide said replacement Letter of Credit shall entitle LESSOR to draw on the exisling
Latter of Credit and hold the cash procesds thereof as the Security Deposit hereunder.

6. Use of Leased Premises.  LESSEE shall use the leased premises for general office,
research and development, and laberatory space {inclusive of au adult stem cell collection
center) only, which uses LESSOR warrants and represents are curcently allowed under
local zoning regulations (subject to compliance with federal, state and municipal safety,
healthy, building, and sanitary codes). LESSEE will use the Leased Premises lna
careful, safe and propet manner and will not da or permit any 2ot or thing which is
 contrary to any legal or insurance requirement referred (o in Section 17 hereof or which
might impair the value of the Leased Promiscs or Building or any part thereof or which
constitules a material risk to the safety, health or well-being of other Lessees in the
Euilding or the communily, or ereates a public or private or private nuisance or waste.

LESSER shall not be entitled to bring any animals (including without limitation
Iaboratory mice, rats or other mammals or primates, reptiles or aquatic life); micro-
arganisms; or bactericlogical, biological, or pathelogical apgents info the Building or the
Leased Premises without privr wrilten notice to LESSOR and LESSOR s express written
consent; which consent LESSOR shall not unrezsonably withhold, delay or condition.
LESSOR hereby expressly spproves LESSEE's uge of the animals, micro-organisms,
bactericlogical, biotogical, and pathological agenls Ksted on Exhibil E attached hereto in
the Leased Promises. As to any of the foregoing, if and to the extent permitted by
LESSOR, LESSEE, at its sole cost and expense, shall comply with all applicable local,
stats and federal governmental statutes, regulations, relings and orders applicable thersto
(including procuring any required permits or authorizations). LESSOR may condition its
consent to the presence of such animals based on quantily, type, arrangements for
slorage, sanitation, transportation, and ofther physical and logistical considerations as
LESSOR may roasonably determine in cach instance and from time to time as
circumstances ray require,  LESSEE hereby indemnifies and holds harmless LESSOR
from and against any and all damages, labilities, claims, demands, actions or other losses
ariging from LESSEE’s non-compliance with this clanse, or non-compliance with any
conditions imposed by LESSOR hereunder in the future,

LESSEE shall have access to the Leased Premises and the Building parking garage for
LESSEE's use soven days per week and twenty four hours per day for sach day of the
Term, subject to the provisions of Section 7 hereof relative to overtime heat and air-
conditioning. LESSEE shall keep the Leased Premises in 7 clean and erderly and
presentable condition equivalent 1o the reasonable standards set by LESSOR for the
Building; and LESSEE shall be salely responsible to provide its owa cleaning and
janitorial services to the Loased Premises, at its sole cost ard expense.

LESSEE shall be responsible for its own cleaning of the Leased Premizes, and the prompt
and proper disposal of all garbage, refuse, debiis and other waste as mandated by
reasonable Building regulations. LESSOR shall provide and maimain a trash dumpsler
and/or compacior at the Building loading dock, for the non-exclusive use of all tenants
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for dispesal of non-hazardeus/non controlled materials and substances. LESSEE may,
but shall not be obligated (sxcept as required by law) to implement 2 reeycling program,
but its implementation, maintenance, or operation shall be, except as required by law,
without any cost or expense to LESSOR or any other tenants of the Building. Exceptas
required by law, LESSOR is not obligated to coordinate any such program inany respeet.

Tn addition to its rights to cceupy and use the Leased Premises, LESSEE shall also be
entitled to use the following areas, as follows:

(&)  LESSEE shall bo entitled to the shared use (with other tenanls) during the
Lease Term of an emergency generator provided by LESSOR. LESSOR will
maintain and service the emergency penerator during the Tenm, LESSEE is
required to install, prior to its use thereof, at its own cost and expense (but under
LESSOR’s direction), a separate panel to the existing emergency generator pancl,
along with a separate submeter to allow readings of LESSEE's own use, LESSOR
shall be entitled to access the submeter periedically and shall invoice LESSEE for
its use, which invoices shall be paid by LESSEE within thirty (30) days of receipt,
said payments to be considered to be Additional Rent hereunder, As an express
condition to LESSEE’s use of the emergency generator as provided above,
LESSER agrees its uge of the emerpency generator shall be at its sole risk at all
times, and that LESSOR shall not be Heble for any claims, damages or lisbilities
arising the operation or malfunction of the emergency generator, unless LESSOR
fails to edequately maintain or service the emergency gencrafor,

All tenants sharing use of the emergency penerator, fom time to tirne, shall pay
their gwn proportional share for its operation (including without Jimitation all
costs and expenses of service and maintenance), with LESSEE fo be responsible
for its respective proportional share. Payments shall be made within thirty (30)
days of invoicing by LESSOR. Cost sharing allocations shall be based on the
amount of power (amperage) allocated to each such tenant by LESSOR, such that
all tenants engaged in such sharing shall account for 100% of all such costs. For
example two tenants sharing the smergency generator where tenant A is allocated
30% and tenant B allocated 70% shall share all such costs in that properion; if a
third tenant is sdded such that tenant A is allosated 30%, tenant B allocated 40%,
and tenant C allocated 30% then thoy shall share all such costs in that proportion;
ez, Tenant shall have the right to review LESSOR’s documentation resulting in
any charges o LESSEE hereunder upon request.

Alternative to the use of the shared emergency generator, LESSEE shall have the
cption in its disoretion 1o install its own emergency generztor in a location either
on the roof of the Building, or aliematively, in another location designated by
LESSOR {e.g. parking garage level) by mutnal agreement of LESSOR and
LESSEE; LESSOR to approve the specifications therefor (such approval not to be
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anreasonably withheld or delayed); with all costs and expenses thereof to be
borne by the LESSEE.

(b)  LESSEE shall be entitled to install its own addltional HVAC squipment,
antennas, satellite dishes and other communications equipment on the roof of the
Building (with wiring, cabling, ducting, and conduits, as needed through the
Building to the Leaged Prernises); LESSOR to approve the Jocations and
specifications therefor (such approval not to be unreasenably withheld or
dslayed); with all costs and expenses thereof to be borng by the LESSEE
(including all costs and expenses of operation, servicing, maintenance and repair;

(¢)  LESSEE shall have the exclusive use of an acid newtralization system to
be installed by LESSOR in the Leased Premises (LESSOR representing that it is
in good operating eondition and repair {including lime chips) and proper working
order as of the Dalivery Dale, as required by the MWRA, but otherwize making
no representations or warzanties with respect thersto), LESSEE being fully
responsible to all maintenance, repairs and replacements thereto at its sole cost
and expense and for obtaining its own MWERA permit therefor,

7. Utlities. LESSOR shall provide 1o the Leased Premiges the building standard
facilities for heat and sir conditioning for the Leased Premises, and also to the comimon
areas and facilitios which LESSER enjoys the right to use, as required for comfortable
oceupancy, during 8 AM {o G PM cach business day (herein “Normal Business Hours"),

LESSOR shall provide electricity to the Leased Premises {lo be distributed throughout

the Leased Premises however, al LESSER’s sole cost and sxpense). Notwithstanding the

forogoing, LESSEE shall pay all charges for electricity used on the Leased Premises. :
LESSEE shall pay all sctual charges, without mark-up or profit to LESSOR, for ;
eleciricity used on the Leased Premises a5 it may be separately metered to the Leased i
Premises, or based on LESSEE's Allocable Percentage of the total electric bill for the

Building if not separately metered or if only partially separately metered to the Leased

Premises (whichever or hoth 2z may be applicable), at the reasonable determination of the

LESSOR. LESSOR shall determing any such slestric charges not separately metered fo

the Leased Premises in a vniform and non-discriminatory manner relative to other lessees

and oecupants in the Building whese elestric charpes are not separately metered,

LESSEE shall pay its electrical charges to LESSOR as invoiced by LESSOR on a

monthiy basis (whether based on aetual or estimaled charges) wilhin thirty (30) days of

its recaipt of the involee. Within one hundred twenty (120) days of the close of each

calendar year, LESSOR shall adjust the LESSEE's prior year's electrical payments to

account for the actual and properly accrued charges, and shall issae LESSEE a refund or

deficiency statement for that year, as appropriate. LESSEE shall pay any deficiency

shown thereon within thirty (30) days of its receipt of said invoice. In the event of any

disagrecment, the partics shall engage in the negotiation and arbitralion processes set

forth in the Jast paragraph of Sestion 3 hereof. Any rehates due LESSEE (not conlested

by LESSOR) shall, in LESSOR’s reasonable disoretion, be eredited toward then current
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Rent. LESSOR shall provide copies of the relevant electric bills, and information
regarding which spaces in the Building are not separately metered to other lessees and
occupants, to LESSER upon LESSEH's request.

LESSOR shall maintain an average temperature in the Bujlding between 60 degrees
Fehrenheit and 80 degrees Fahrenhelt at all times; and ay average temperature in the
Leased Premises generally between 68 degress Fabwenheit and 76 degree Fahrenheit
during Normal Business Howrs. LESSOR shall make availsble overtime heat and air-
conditioning and LESSER shall pay as additional rent, overfime heat and alr-conditioning
as may be requested by LESSEE for the Leased Premises on the basis of § 150.00 per
zone (there being one zone in the office portion of the Leased Premises), per hour,
{subiect to ncrease by the same percentage amount by which the standard electric rates
ore inereased), 8 billed by LESSOR. LESSEE shall give LESSOR forty vight (48) hours
prior notice of any requirements for specialized overlime heating and air-conditioning.
LESSOR shall not be Jable to LESSEE for any interruption, interference, damage or loss
fo LESSER's research or experimentation occasioned as a result of any failure in the
Leating, ventilation, air conditioning, or slectrical services or other utilities servicing the
Building or the Leased Premises not caused by LESSOR's negligence, willful
misconduct, or failure to use reasonably diligent effors fo restore any service interruption
within its reasonable control. Mo plumbing or elestrical work which affects the base
Building systems er which requires a municipal permif or which may interfere with any
other tenant in the Building shall be done witheut LESSOR s approval which approval
shall not be uareasonably withheld or delayed and the appropriate municipal permit and
inepector's approval, Hot and cold water for domestic fype senitary and drinking
purposes and ordinary office pantry puposes (only) shall be supplied at LESSOR's
expense, There shell be separately metersd and separately paid for by LESSEE, non-
potable laboretory water and water for other particularized uses in the Leased Premises.

LESSOR shall also provide the following services in accordance with comparable first
class research lzboratory and office buildings in the mid-Cambridge submarket at no
additional sharge: (&) non-exclusive shared passenger and freight elevator service and
loading dogk service 1o the Leased Premises on a 2é-hour basis, (b) base Building fire
and life-safety systerns; and (o) janitorial and clesning service 10 common lavatories and
COMmMon arsas,

LESSEE shall not be required o pay for any utilifies s aforesaid to the extent the same
are inoluded in Operating Expenses.

8. Compliance with Laws., LESSEE ackoowledges that no trade, occupation, or
activity shall be conducted in the Leased Premises or use made thereof which will be
unlewful, improper, noisy or offensive, or contrary to any federal or state law or
administrative regulations, or any municipal ordinance or regulations in force at any time
in Cambridge. LESSEE shall keep all employees working in the Leased Promises
sovered with Worker's Compensation Insurance, as applicable. Specifically, LESSEE
shall be responsible for causing the Premises and any work conducted therein (o be in full
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compliance with the Occupationa) Safety and Heallh Act of 1970 and any amendments
thereto, LESSEE shall strictly adhere (o any and all federal, state, and municipal laws,
ordinances, and regulations governing the use of LESSEE's Iaboratory scientific
experimentation. LESSEE shall be solely responsible for procuring and complying at all
times with any and a1l necessary permits directly relating or incident to: the conduet of its
office and rescarch sctivities on the Premises; its scientific experimentation;
trensportation; storage; handling; uss and disposal of any low ievel radivactive or
bacteriological or pathologioal substances or organisms or other hazardous wasies or
environmentally dangerous substances or materials, LESSOR agrees to cooperate {witls
no direct or indirect costs or sxpenses, or increase In any liability whatsoever, to
LESSCOR) with LESSEE"s reasonable efforts (o obtain and mainiain in force and effect
all such permits. LESSEE shall promptly give notice to LESSOR of any wamings or
violations relative to the above recsived from any federal, state, or municipal agency or
by any Court of Lav, and shall promptly core the conditions causing any sush violations;
and LESSOR shall permit LESSEE (o cure said harm or hazard priof to any active
intervention by LESSOR, except where such intervention is necessitated by the
smergenay nature of the hamm or hazerd; or where the harm or hazard impairs the value
of the Building, (directly or as collateral on any debt); interferes with any oiher tonant's
rights; ot s required by any governmental agenoy or authority.

Throughout the Term, LESSOR shall cause fhe base Building (including common areas
and lavatories) to comply with all appliceble laws, governmental rules and regulations,

LESSBE shall fully indemnify and hold harmless in all respects LESSOR from any and
all claims, demands, losses, liabilities, and damages {including all necessary and
reasonahble expenses for contactors, consultants, environmental engineers, atloracys, and
other professionals utilized by LESSOR to evaluate and remediate any hazard or harn
which LESSEE has failed to cure; and further including any and all fines or fees assessed
by any govemmental apency relative to any hazard or harmy, directly arising from the
sendust of its activities on the Leased Premises (especially relating to or involving
hazardous substances), o LESSEER's obligations and responsibilities as set forth above
and herein, and excepting lisbifity for any ¢laims and damages resulting from the acts or
negligence of LESBOR or its agents or employees.

LESSOR shall fully indemnify and hold harmless in a1 respects LESSEE from any and
ali claims, demands, losses, liabilities, and damages (including all necessary and
reasonable expenses for contractors, consultants, environmental enginesrs, atorneys, and
other professionals uiilized by LESSOR fo svaluate and remediate any hazard or harm
which LESSOR has failed fo cure; and further including any and all fines or fees assessed
by any govermmental agency relative to any hazard or harm), directly arising from the
nregligence of LESSOR or LESSOR’s breach of its obligations under this Loase, and
excepling liability for any claims and damages resulting from the acts or negligence of
LESSEE or its agents of employges.

12

100 3933 1Dv00/1 S447. 117 BEJE TR




9. Fire and General Insurance Requirements.  LESSEE shall not permit any use of
the Leased Premises which will make voidable, increase any premium (unless LESSEE
agrees to pay such inerease), or decresse any insurance on the Building and property of
which the Leased Premises are a part, or on the conlents of said Building, or which shall
be contrary to any law, regulation, or order from time {o time to established or issued by
the lgcal Fire Deparment, or any similar body, or any restriction contained in any of
LESSOR'S insurance policies 15 to the Building and property of which LESSEE has
been notified. LESSEE shall, within 30 days afier demand accompanied by reasonable
evidence, veimburse LESSOR, all extra insurance preminms caused by LESSEE's use of
the Leased Premnises for other than standard office purposes, LESSOR shall insure the
Building on a replacement cost basis and maintain & poliey of commercial liability
insurance, all in manner consistent with owners of comparable first class research
laboratory and office tuildings in the mid-Cambridge submarkst. Bach party hereby
waives any right of recovery apainat the other for injury or loss covered by insurance
maintained or required to be maintained by such party 1o the extent of the injury or loss
covered and paid by the applicable insurance company (or, if such party failed fo
maintain the insurance required hereunder, which would have been paid by the applicable
insurance company if such party had maintained such insurance),

LESSEE shall not vacate the Leased Premises or permit the same to be unoccupied other
than during LESSEE's ¢ugtomary non-business days or hours, unless suitable slternative
arrangements are made with LESSOR to ensure the seourity of the Leased Premises and
its maintenance in & safc condition not posing any threat of any harm o any ciher tenants
in the Building.

10, Maintenance of Leased Premises,  LESSOR shall be responsible for all structural
maimtenance of the Leased Premises including without limitation the roof of the Building
of which the Leased Premises are a part and for the normal maintenance, tepair and
replacement of all LESSOR's heating and cooling equipment, doors, locks, plumbing,
and electieal wiring and base Building electrical and mechanical equipment, elevators,
base Building fire and life-2afety systems, common areas and lavatories, parking areas
and walloways, all in aveordance with standards applicable to eomparable first class
research laboratory and office buildings in the mid-Cambridge submarked, but
specifically excluding damage caused by the careless, malicious, willful, or negligent acts
of LESSEF, and chemical, water or corrosion damage from any soures within the control
of LESSEE. LESSEE agrees to maintain at its expense all other elements and
components of the Leased Premises in the same conditfon as they are at the
commencercent of the Term or as they may be put in during the Term of this lease,
noma) wear and tear and damage by fire or casualty only excepted, and whenever
necessary, (o replace light buibs (afier the first six months of the Termy), plate glass and
other glass therein, acknowledging that the Leased Premises upon delivery are in goed
order and the light bulbs and glass whole, LESSEE will properly contrel or vent all
solvents, degreasers, and the like and shall not cause the area swrounding the Leased
Premises 1o be in anything other than a nest and clean condition, depositing all waste in
appropriate receptacles. LESSEE shall not permit the Leased Premises to be overloaded,
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damaged, siripped or defaced, suffer any waste of the Leased Premises, nor lkeep any
aniinals within the Leased Premises (except 28 otherwise expressly provided hercin).
Any maintenanee which is the respongibility of LESSOR and which ts necessitated by
some spevific aspect of LESSEE"s willful acts or negligent use of the Leased Premises
shali ba ot LESSEE's expense. All maintenance provided by LESSOR shall be
performed as reasonably required at LESSOR's discretion and except for emezgencies,
during LESSOR’s normal business hours (unless the same shall materially interfere with
the operation of LESSEE'S business, in wh ich case during reasonable times that will
minimize interference), LESSEE may not keep any animals on the Legsed Fremises
without prior written notice to and approval from LESSOR in each instance, which
approval may be denied or conditioned in LESSOR’s reasonable diseretion. LHSEER
shall be solely responsible for maintenance and opetation of any and all of its systems
installed or servicing the Leased Promises, and shall waive any and all claims against
LESSOR and other tenants in the Building for any damage, impairment, or loss relative
to these systems unless caused by the acts or negligent or reckless aots of those persons,
Specifically, LESSEE shall maintain, at its sole expense, and pay all charges for electrical
service and use of, the following: (a) LESSEE’s customized “eold room” or “wanm
room” (if any) and all equipraent zssociated with its operation; and, (b) backflow
preventers; (o} aeid newtralization chip tanks; and (d) any other specialized equipment or
mechanical systems servicing the Leased Fremises.

11, Lessee’s Alterations Lo Leased Premises — Condition at Lessor’s Dalivery -
Lessee’s Construction Allowance, LESSEE shall not make structural alterations or
additions of any kind to the Leased Premises, but may make nonstructural alterations
provided LESSOR consents thereto in writing, said censent not to be unreasonably
withheld or delayed. Excepl with respect to decorative work (such as painting and
carpeting) for which a building permit i not required, plans and specifications shall be
submitied by LESSEE to LESSOR in each instance, in advance of any proposed work, m
sufficient detail and scope o enable LESSOR to make & reasonable determination
thereon. LESSOR shall not charge LESSEE for any supervisory, management or other
fees of its own staff(but may charge LESSEE for any reasonable fees required from third
party engineers deemed necessary by LESSOR in order to fully review and approve
LESSER's work). All such allowed alterations shall be at LESSEE's expense and shali
be in quality at least equal to the present construction, If LESSOR performs any
requested services for LESSEE in connection with such alterations or otherwise, any
invoice therefor will be promptly paid. LESSEE shall be responsible to use such
ceniractors as will ensure harmonious Jabor relations in the Building and on the site; and
to prevent strikes, work stoppages, picketing and other labor actions. LESSEE shall
provide LESSOR with reasonably acceptable general liability and builder’s rigk insurance
eortificates naming LESSOR and its lender as additional insureds prior to the
commencement of any work by LESSEE. LESSEE shall not permit any mechanics liens,
or similar liens, to remain upon the Leased Premises in connection with work of any
character performed or claimed to have been performed at the direction of LESSEE and
shall cause any such lien to be released, removed or bonded forthwith without cost Lo
LESSOR, Any alternations undertaken by LESSEER, including without limitation
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window blinds or other window treatments, shall be building standard unless LESSOR
expressly agrees otherwise. LESSOR shall have the right at any time to change the
arrangement of parking areas, stairs, walkways or gther common areas of the Building of
which the [eased Premises are a part, provided such changes do not interfere with
LESSEE’s use or acuess 10 such areas and facilities,

Notwithstanding the foregoing, prior to the commencement of the Term hereof LESSOR
shall, at its sole cost and expense, deliver the Leased Premises to the LESSEE on the
Delivery Date as set forth in Section 32 hereof, in an “AS/IS" condition in all respects,

but nevertheless such that

@

(i)

(i}

(V)
v

the Leased Premises conforms 1o LESSOR's standard Building
specifications with all base building systems in good working condition
and suitable for peneral laboratory uses;

the base Building (including comunon areas and lavatorics) is ADA
compliant;

the Leased Premises s ADA compliant, and with code compliant
demising walls and common area corridors; and

the Leased Premises conforms with the specifications for “Landlord’s
Work" set forth on Exhibit I hereto;
The following itermns of “additional work™ shall be completed:

Hoods — LESSOR will complete instaliation of 2 chemical hoods
{not including plumbing), with flammable storage bases for the hoods;
and LESSOR will cap cup sink openings

Electric outlets - LESSOR wiil provide 12 electrical outlets on knee
spaces on lab benches

Iee Machine ~ LESSOR will instali Tenant provided ice mechine

Fire safety — LESSOR will provide the sprinklers to the Leased
Premises and smoke deteciors, up to code requirements; and LESSOR
will provide 4 fire extinguishers lo LESSEE for iis use (but makes no
warrattics or represettations of any kind with respect to their use)

Chemical storage - LESSOR will provide additional chemical storage
space to LESSEE as designated by LESSOR on the lower level of the
Building, at LESSEE’s sole cost and expense

Loading Dock Signage ~ LESSSOR, will provide directional signage
on the Loading Dock.
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Any other items of work that LESSEE desires to be done by LESSOR shall be
separately priced and agreed to in a “side letter”, but shall not be desmed to be a
condition for delivery of the Leased Premises by LESSCR nor shall it delay the Del jvery
Date.

LESSEE may make alterations o the Premises, inclusive of nstalling and equipping the
Premises for laboratory and research use, commencing upon LESSOR's approval of
ILESSER's plans and specifications as contemplated above (herein, "LESSBE's Builds
Out™. LESSEE's customized improvements to the Leazed Premises, including without
limitation all laboratory equipment (and including but not limited to hoods, vacuwm
puraps, 2nd RODI water systemn(s)) shall be provided and installed at LESSEE's sole cost
and expense, and shall remain the property of LESSEE. LESSEE may make alteralions
to the Leased Premises that include, without limitation, the following: () iransfomuing
an interior lab into a “glasswash facility” including installation of & glasswasher,
autoclave, and pure water systems, (ii) plocing cable data and twelephone diops throughout
the Lensed Premises; (iil) carpsting lab offices; (iv) installing shelving; and {v) installimg
eleairical outlets within the Leased Fromises and tying into the emergency generator
syslem at the appropriate locuses.

12, Assigmment ond Sabletting,  LESSEE cevenants and sgrees thal neither this
Lease nor the Term. and estate hereby granted, nor any interest therein will be assigned,
mortgaged, pledged, encumbered or otherwise transferred, and that neither the Leased
Fremises, nor any part thereof, will be encombered in any manner by reason or by act or
omission of LESSEE, or used or accupied, or permitted to bs used or ocoupied, by
anyone otber than LESSEE, its servants, agents and employees, ok for any use or purpose
other than as above stated, or be sublet; or offered or advertised for sub-letting, withaut in
cach case LESSOR’S prior written consent, which shall not be unreagonsbly withheld, or
delayed, Notwithstanding the foregoing, LESSOR’s prior wrillen consent shall not be
required for any assigament or sublet to an entity which ovwns or controls LESSEE, or is
owned or controlied by LESSEE, or it under common ownership or control with
LESSEE, or any cntily succeeding to LESSEE as a diroct result of @ merger or
vonsolidation or asset or steck transfer (“Permitted Transfer”). Additionally, LESSER
may enter inta an office sharing agreement for portions of the Leased Premises with
Alnara Pharmaceuticals, Inc., during the firet and second Lease Years hereunder {the
“Bermitted Office Share™). Such Permitted Office Share shall be on terms and cond ifions
satisfantory to LESSER and will not require LESSOR's consent; shall not be subject o
the Rent Mark Up (us defined below) due to the LESSOR; and shall not tigger
LESSOR’s recapture rights (as set forth below).

The grounds upon which LESSOR may reasonably withhold ils consent are as follows:
{1} The prospective assignee’s or sublesses’s intended use of the Premdses is

not a permitted vse under or will not conform with the restrictions set forth in
Saection 6 of the Leasgs; ar,
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(i) The nature, cheraclor, class and slandards of the prospective assignee’s or
sublessee’s business will not be consistent with those of other lessees in the
Building; or,

{iii)  The financial strength and reliability of a prospective assignee is not
sufficient, in LESSOR’s reasonable business judgment, to meef all of LESSEE's
obligations to be performed s of and from the date of said assigament. The
prospeciive 258 pries must produce o LESSOR 's accountants, if available, &
verified and current audited financial statement, (or if nons has been prepared by
said prospective assignee within the past three yeass, a CPA or CFO eertified
current finaneial statemsnt); or,

{iv)  The operations of the prospective assignee or sub-lessee will vialate any
exclusive or other rights glven any other lessees in the Building; or,

(v}  The failure of LESSOR s institutional mortgage lender(s) to consent, if
required by the terms of the mortgage (LESSOR to use diligent efforts to request
such consent),

LESSOR, fn addition 1o Annual Bace Rent and all Additions} Rent hersunder, shall be
entitled to fifty (50%) percent of the amount of any and all sums assessed or collocted by
LESSEE, in whatever form, attributable ansing out of any permitied subletting or
assignment (after deduction for reasonable and actual brokerage commissions and
reasonable and actual attomneys fees incwrred which sxceed said Annual Base Rent or
Additional Rent hereunder, (kerein, “Rent Mark-Up"),

Notwithstanding LESSOR’s consent to the assignment or subletiing, ss contemplated
above, LESSEE shall remain primarily liable to LESSOR for the payment of all Rent and
for the full performance of the covenants and conditions of this Lease; and LESSOR may
(immediately it the ease of an assignment, or in the case of a sublease after default by
LESSEE after notice and expiration or any applicable care peried) collect all sums dus as
Rent directly fiom the assignee/sublenant,

Notwithstanding the foregoing, in the event that LESSEE desires to assign this Lease
{cther than a Permitted Transfer) or sublet the Premiscs or any portion thereof (other than
a Permitled Transfer or a Permitted Office Share), LESSEE shall in each such insiance
notify the LESSOR in writing, stating the intended effective date of the proposed
acsigament or sublet {the “Assignment/Sublet Effective Date”). LESSOR shall have a
period of 60 days from the date it receives such nofice 1o exercise an eloction to recapture
the Take Back Space (as such term is defined below) in accordance with terms and
ponditions of this peragraph, ib LESSOR's sole discretion and without any obligation to
do so. LESSEE ghall provide LESSOR, upon requost, any material information in the
possession of LESSEE (or its intended assignee or subtenant) reasonably necessary for
LESSOR te rake its decision LESSEE shal! identify to LESSOR the space proposed to
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be assigned or sublet {the “Take Back Space'™) and the term of the proposed sublease (if
less than the entire remaining term)  1f LESSOR eleots to recapture the Take Back
Space, LESSOR shall send written notice thereof to LESSEE within such 60 day perlod,
time of the essence; and LESSEE shall be irrevocably bound to surrender and vacate the
Take Back Spase as if the Term of the Lease had expired on the Assignment/Sublet
Effective Date sef forth in the LESSHE's initial notice to LESSOR; and provided
LESSEE vacates and surrenders on said date, without being in default of any provision
hereof as of said date, this Lease shall be null and void and without recourse {0 either
party hereto with respect to such space (but for tenms and eonditions contemplated herein
to survive termination of Uis Lease) and, if such recapture is for less than the entire
Premises, the Rent and Tenaot’s Allocable Percentage hereunder shall be adjusted pro-
rata. If LESSOR fails to sxercise its option to recaptuse the Take Back Space strictly in
secordance with terms of this paragraph then LESSOR shall have no further rights under
this seetion to recapture the Take Back Space and LESSEE shall be free to suble! or
assign the Take Back Space subject to LESSOR’s consent requireiments set forth herein,
but only as to the Take Back Space and the identified parties, LESSEE shall nof be
entitled 1o anry payments, commlssions, crodits, offsets, or any kind or nature adsing from
said sublet, nor shall any individual or entity acting by, through, or under LESSEE be so
enfitled. [fLESSOR elects to recapiure the Take Back Space in accordance with terms
herein, LESSEE shall be subject to the pensliies for holding over set forth in this Lease, if
it fails to vacate and surrender the Premises or applicable portion thereof by the
Sublet/Assignment Effective Date, or if it fails to discharge (or cause its lenders or others
with which LESSEE has dealt to discharge) any and all liens or other enoumbraneces,
nolices, or restrictions on its leasehold or contractual Interest in and to the Promises or
applicable portion thereof 23 of said date, Nothing io this paragraph shall require
LESSOR 1o make an election ta take back the Pramises or applicable portion thereof, and
nothing in the aforesald process shall relieve LESSEE of its liability under this Lease
should LESSOR elect not to take back the Premises or applicable portion thereod

13. Subordinstion. This Lesse shall be subject and subordinate to any and all
instruments of record, mortgages, and other instruraents in the nature of 2 morigage,
exlant or coming into existence al any time heteafter, and LESSEE shal), when requested,
prompily within fifteen (15) days of Tequest, execute and deliver such reasonable wrilten
instruments (on LESSOR's lender’s form) as shall be reasonsbly necessary to show the
subordination of this lease to said instruments of record, morigages, or other such
instruments in the paturs of 2 morigage; and LESSOR shall use best efforts to snsure that
the holders of such mortgages provide LESSER with non-dishebance agreements
recopnizing the rights of LESSEE under this Lease. The LESSOR's lender’s SNDA
form attached hereto as Exhibit F and the terms and cendilions set forth herein shall be
deemed to be prasumptively reasonable with respect to the foregoing standard.

Notwithstanding the foregoing, LESSOR, shall prompily obtain non-disturbance
agreemnents from any pround or underlying lessors or present or future mortgagess of
Landlord's interest in the Leaged Fremises, in exchange for the execution of the
sulordination agreement by the LESSEE. The subordination of this Lease 1o morlgages
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hereinafier placed on the Building or land (as described above) shall be conditioned on
the receipt by LESSEE from the morigagee of a non-disturbance agreement, in
recordable form, providing in substance that in the event of a fareclosure of such
mortgage, this Lease, and LESSER'S possession shall not be disturbed, The LESSOR’s
lender's SNDA. form atteched hereto and the terms and conditions set forth herein shall
be deemed to be presumptively reasonable with respect to the foregoing standard,

14, Lessor’s Access to Leased Premises, LESSOR or agents of LESSOR may at
reasonable times and upon reasonable nofice wWhers possible enter 1o view the Leased
Premises and may remove any signs ot approved and affixed as herein provided, and
may make repairs and alterations as LESSOR is reguired or clects to do and repairs
which LESSEE is required but has fajled to do (but only after notice and an opporiunity
to repair being provided to LESSEE), and may show the Leased Premises to prospective
[mpIigagess, appraisers, brokers, and others and, during the {inal year of the Term, fo
prospeclive tenants, Additionally, to the extent necessary 10 service other portions of the
Leased Prernises or the common areas or other tenant spaces in the building; LESSOR
may add, relocate, or maintain 4 chase, pipes, conduits, or ducts, within the Leased
Premises provided the aforesaid do not materially interfere with LESSEE's use of the
Leased Pramises or its aesthetics or materially reduce the useable space within the Leased
Premises, Any entry by LESSOR onto the Leased Premises for this purpose shal) be
done i such manner as to minimally interfere with the business conducted thereon by
LESSER, and underiaken with reasonable steps to protect LESSEE's property,

15, Snow Removal,  LESSOR will be responsible for the removal or other treatment
of snow and ice on walkways, sidewalks, eniryways and parking areas, Notwithetending
the foregoing, bowever, LESSEE shall held LESSOR barmless from any and all claims
by LESSER's agents, representatives, employeos or business invitees for damage or
personal injury resulting in any way fiom snow or ice on any area serving the Building,
provided LESSOR has performed this cbligation absent LESSOR’s gross negligence or
wallful misconduct.

16, Access and Parkipg, LESSEE shall be granted, at current rates (which may be
inereased from time to Gme to refest market increases), the right to park up to twelve
(12) cars in the Building’s on-site indoor parking lot or facility on an unassigned and
unreserved basis, in single or tendem spaces or on & valet basis which LESSOR fn its sole
discreltion shall designate from time to time. ‘The initial pariing rate therefor shall be

% 210 per month, per car, which menthly rate may be changed by LESSOR in its
diseretion subject to and reflective of periodic market changes. All payments for these
parking rights shall be considered to be Additiona] Rent weder this Lease, Addilienaily,
LESSEE shall be entitled to up to an additional four (4) parking spaces (1.6 shxteen (10)
parking spaces in tofl) in the building garage (but only on & valet basis, and only 1o the
extent LESSOR. is providing valet service to the building garage, which LESSOR shall
not be obligated 1o do), at then current rates as set by LESSOR in its discretion. The
Building garage, plus any stairs, walkways or other means of ingress or egress controlled
by the LESSOR shall not in any cuse be cansidered extensions of the Leased Premises,

19

VI 3011 VR0 154471 1 DRS00




LESSEE will not obstruct in any manner any portion of the Building or the waliowvays or
approsches to the Building, 2nd will conform to 2l reasonable and non-discriminatory
rules now or hereafter made by LESSOR for parking, and for the access and egress,
security, care, use, or alteration of the Building garage, its facilities and approsches.
LESSEE further warranis that LESSEE will not permit any employee or visitor to violate
this ar any other covenant or obligation to LESSEE. No vehicles shall be stored or left in
any parking area for more than thres (3) nights without LESSOR's writtes approval.
Unregistered or disabled vehicles, or storage trailers of any typs, mey riot be parked
overmight &t any time, LESSEE agrees to assume all expense and risk for the towing of
any misparked vehicle belonging to LESSEE or LESSEE's agents, erployees, tusiness
invitees, or callers, at any time. For the purpose of this section the term “space” shall
mean general access for one mofor vehicle. All vehicles shall be parked and left on the
premises al their owners' sols risk and LESSOR shall not be liable for any damages
saused to said vehicles while they are parked or laft on the premises, except to the extent
due to LESSOR’S negligence or willful misconduct.

17, Lessee’s Liability Insurance, LESSEE shail be solely responsible as between
LESSOR and LESSEE for deaths or personal injuries to all persons whomsoever
oeeurring in or on the Leased Premises from whatever cause arising, (unless cansed by
the neglipent uets o1 omissions of LESSORY), and damage to preperty to Whomsoever
belonging arfsing out of the use, control, condition or oecupation of the Leased Premises
by LESSER; and LESSEE agrees to indenwify and save harmlsss LESSOR from any and
all Libility, reasonable expenses, demage, causes of action, suits, claims or judgments
caused by or in any way growing out of any matters aforesaid. LESSEE will secure and
sarry at ite own expense a comprehensive general liability policy insuring LESSEE,
LESSOR (and its lenders and any other entity reasonably requasted by LESSOR) against
any claims based on bodily infury (including death) arising out of the condition of the
Leased Premises or their use by LESSEE, such policy to insure LESSEE, LESSUR and
said other enfities against any claim up to Three Million (£3,000,000.00) Dollars per
oceurrence for personal injury or demage 1o properly. LESSOR and its londers shall be
included in sech policy as additionsl insureds, LESSER will promptly file with LESSOR
cerlificates showing that such insurance is in force, and thereafter will file renewal
certificates pricr to the expiration of any such policies, All such insurance certificates
shail provide that such policies shall not be canceled without at least thirty (30) days prior
writlen notice to each insured named therein,

18, Tire, Casualty, Eminent Domain.  Shouwld a substantial portion of the Leased
Premises, or of the property of which they are a part, be substantially damaged by fire or
other casualty, or be talcen by emlinent domain, a just and propertionate abaiement of rent
shell be made, and LESSOR may elecl (o terminate this Lease by written notice given
within sixty (60) days of the fire, casualty or taking, in which case this Lease shall
terminate as of the date of such fire, casnalty or taking. When such fire, casvalty, or
taking renders the Leased Premises substantially unsuitable for LESSEE's use, a just and
proportionate abatement of rent shall be made, and LESSEE may elect 1o terminate this
Lease if* (a) LESSOR fafls to give writlen notice within sixty {60 days of intention to
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restors Laased Premises, or (b) LESSOR fails to restore the Leased Premises to 2
condition substantially suitable for LESSER's use within one hundred eighty (180) days
of said fire, casualty or taking, or {¢) Leased Premises cannot reasonably be anticipated to
be restored 1o a condition substantially suitable for LESSEE’s use within one hundred
cighty (180) days of said fire, casualty or 1aking. If any portion of the Leased Premises
are damaged by fire or other casualty or taken by eminent domain and no termination has
been elected, 2 just and proportionate abatement of rent shall be made, and LESSOR shall
proceed with diligence to restore the Leased Promises. LESSOR reserves all rights for all
damages ot injury to the Leased Premises for any taking by cminent domain; except for
damage 1o LESSEE's moveable fxtures, property or equipment, or moving expenses,
which are specifically allocated to LESSEE by the taking authenity or arbitrators.

19. Brokerage. LESSEE and LESSOR each warrants and represents to the other trat
thoy have dealt with no broker or third person with respeot to this Lease or the Leased
Premises or Building entitled to 4 commission as a rosult of this Lease, other than CB
Richard Bllis and Collisrs Meredith & Grew, whose fee shall be paid by LESSOR
pursuant 1o a separaic wiilten agresment; and LESSOR and LESSEE each agree 10
indemnify and hold harmless the other from any fees, expenses, or damages arising fram
breach of the above warranly.

20, Signage. LBESSEE shall have the right, at LESSOR's expense, to bave its name
included in any contral dircetory in the Building’s lobby mainfained by LESSOR listing
the Building's other tenants. LESSOR authorizes LESSEE, if desired, 1o display one sign
on LESSER’s office entrance door (ot LESSEE's expense) consistent with similer signs
of other tenants, LESSEE shall obtain the weitten consent of LESSOR before erccting
any sign on the Leased Promises visible from outside the Leased Premises, which consent
may be conditioned on compliance with LESSOR.’s requests 25 to size, wording, and
location of such signs, but which shall not be unreasonably withheld or delayed,

21, Default.  Inthe event that; {a) LESSEE shall default in the payment of the securily
deposit or any installment of Annual Base Rent of any Additlonal Rent, and such defaukt
shall eontinue for five {5) businoss days afler written notice thereof: or (1) UESSEE shall
default in the chservance or performance of any other of LESSEE’s covenants,
agresments, of obligations hereunder and such default shall not be comrected within thiny
(30) daye efier written natice thereof or within such Jonger time &s may be reasonably
necessary provided LESSEE commences 10 cure within such 30-day period and diligently
pursues such cure to completion; (¢} LESSEE shall be declared bankmupt or insclvent
according to law, or if any voluntary or inveluntary petition for bankmptey is filed
egainst LESSEE and not discharged within sixty (60) days from filing; or if any
assignment shall be made of LESSEE's propesty for the benefit of creditors; then, while
suoh defanlt continues, and without demand or further notice, LESSOR shall have the
right to re-enter and take eomplete possescion of the Leased Premises, to declare the term
of this Lease ended, and to remove LESSEE's effocts, without being guilty of any
manner of trespass and wilhout prejudice to any remedies which might be otherwise used
for arvears of rent and other default of breach of covenant, LESSEE shall indemnify
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LESSOR against all loss of Rent and other payments which LESSOR may incur by
reason of such teymination during the remainder of the tenm, it being expressly
understood that LESSOR shall usc reasonabls ¢fforts to relet the Leased Premises and
colicet all rents from such reletting. If LESSEE shall default, after reasonable notice
thereof, in the ebservance or performance of any conditions or covenants on LESSEE's
part to be chserved or performed under or by virtue of any one of the provisions in any
section of this Lease, LESSOR, without being under any obligation to do so and withoul
thereby waiving such defaulf, may after the expivation of any applicable cure period,
remedy same for the account and at the expense of LESSEE, {including but not limited to
application of any or all of the Security Deposit held by LESSOR). If LESSOR pays or
incurs any obligations for the payment of money in connection therswith, including but
not limited to reasonable altorney's fees in instituting, prosecuting or defending any
action or proceeding, such sums paid or obligations incurred, with interest at the rate of
eighleen percent per annumn and ¢osts, shall be paid to LESSOR by LESSEE as additional
reat. Upon default of this Lease by LESSEE, and because the payment of Rent in
monthly installments is for the sole convenience of LESSEE, the entire balance of the
Rent which would acerue hersunder shall at the option of LESSOR become irnmediately
duc and payable. The foregoing shall be subject to LESSOR's agreement (o fake
reasonable steps to mitigate its damages (in which caza the LESSOR shall repay to
LEZSEE the mitigated amount agninst the accelerated Rent paid by LESSEE), but such
mitigation shall not be construed 1o require LESSOR to lease to any substitute tenant: (4)
al any Rent that iz less than the lower of {i) the Rent that is set forth in this Lease, or (i1}
the Rent for comparable space in the Building bsing marketed by LESSOR as of the date
of the default; (b) for a Term that is less than the remaining balance of the Term of the
Lease; (¢) on any terms or conditions that are materially less favorable 10 LESSOR than
those st forth in the Lease; or (d) if such substinute tenant is reasonably objectionable to
the LESSOR, Motwithstanding the foregoing, LESSEE agrees to pay reasonable
attorney’s fees incured by LESSOR in enforcing any or all obligations of LESSEE under !
this Laase at any Hime, ;

2%, Notices. Any notice from LESSOR to LESSEE relating to the Leased Premises or
to the occupancy thereof shall be desmed duly served if delivered to the Leassd Premises
or LESSEE"s last designated address by reputable overnight eourier with receipt
atlmowledged, or by certified mail, retumn receipt requested, postage prepaid, addressed
to LESSEE. Any nctice from LESSEE to LES3OR relating to the Leased Premises or to
the occupancy thereof shall be deemed duly served if delivered to LESSOR or reputable
overnight courler with recelpt acknowledged, or by certified mail, return receipt
requested, postage prepeid, addressed to: Riveriech Associates I, LLC 575 Boylston
Street, Boston, Massachusetts 02116 or at LESSOR's lagt designated addross. MNotices
shali be desmed given upon the date of actual delivery or refusal to accept delivery.
Time iz of the essence in delivery of any notice, and the performance of any obligations
relating thereto.

23, Lessee’s Qccupaney.  In the event that LESSEE remeins in any part of the Leased
Premises after the agreed termination date of this Lease without the written permission of
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LESSOR, then all other terms of this Lease shall continue to apply, ¢xcept that LESSEE
shall be Fable to LESSOR for any direct loss, damages or expensss incurred by LESSOR
{but ot consequential damages), and all Annual Base Rent and other Rent shall be due in
full monthly installments at a rate of two hundred fify (250%) percent of that which
would otherwise be due under this Lease, it being understood between the partics that
such extended occupancy as & tenant at sufferance is solely for the benefit and
convenience of LESSEE.

24, Rules and Regulations. LESSEE and LESSEE's servants, employees, agents,
inviteas and licensees shall abserve faithfinlly and comply stictly with such reasonable
and nen-discriminatery rules and regulations governing the use of the Building and siie
and all common areas as LESSOR may from time to time, adopt and of which LESSEE
has been notified.

25, Qutside Area Limitatlons. No goods or things of any type or deseription shall be
held or stored outside the Leased Premises at any Lime without the express wiitlen
approval of LESSOR, except bioycles which shall be stored only in the bioyele rack lo be
provided by LESSCR.

26. Eovirewmental Compliance, LESSEE will conduct its operations within the

. Leased Premises 5o as not to interfere in any way with the use and enjoyment of other
tenants in the Building, by reason of offensive odors, smolls, noise, accumulation of
parbage or trash, vermiin or other pests or otherwise and will, at ts expense, employ &
professional pest control servics if necessary as a resuit of LASSEE’s operations.
LESSER agrees to maintain efficient and effsotive device for preventing damage lo
heating equipment from harmful solvents, degreasers, or cutting oils, which may be used
within the Leased Premises. No hazardous wastes, radicastive materials chemicals or
harmful biological agents or materials of any sort shail be stored or allowed to remain
within the Leased Premises al any time, without LESSOR's prior notice and consent,
which conzent shall not be unrsasenably withheld or delayed. LESSOR hereby eapressly
approves LESSEE’s storage and use of the chemicals and materials listed on Exhibit E
altached herelo in the Leased Premises,

Priot to vacating the Leased Premises at the end of the Term (or any applicable
extension), or sooner in the event of a default hersunder that remains uneured after any
notice or cure period, LESSEE at its sole cost and expense shall provide LESSCR with
an environmental audit by a qualified pnvironmental engineering firm reasonably
salisfactory to LESSOR, The aforesaid environmental audit shall affirmatively certify
that the Leased Prenises are free from any and all contaminants, pollutants, radioactive
materials, hazardous wastes or materials, bacteriological agents or organisms which
would render the Leased Fremises in violation of G.L.c21E, CERCLA, or SARA, or any
regulations, promulgated thereander. LESSEE shall be responsible to LESSOR (and any
Lenders to the Building) for any and a1l environmental hazards or conditions which did
not appear on the environmental audit provided to LESSOR by the LESSEE, and which
preclude or condition the foregoing affirmative certification due from LESSEE as
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contemplatsd above, to the extent said hazards or conditions ars reasonably atiributable
to LESSEE’s activities and use of Lheir space,

LESSOR represents and warrants that LESSOR has not recefved any current outstanding
natices that the Building and all tepants of the Building are not in compliance with all
applicable laws rules and regulations, including, but not limited to, environmental Jaws.

27. Responsibility. Except to the extent due to LESSOR's negligence or wiilful
misoonduct, LESSOR shall not be heid liable to anyone for loss or damage caused in any
way by the use, leakage or escape of water or for cessation of any service rendered
customarily to said Leased Premises or buildings or agreed to by the terms of this Lease,
due to any accident, to the making of repairs, alterations or improvements, to labor
difficulties, weather conditions, or mechanical breakdowns, to trouble or soarcity in
obtaining fael, electricity, service or supplies from the sources from which they are
usually obtained for said building, or to any cause bayond the LESSOR's immediate
conirol. In the event there is an interruption of either services or any other event within
LESS0R's control which materially interferes with LESSEE's use and enjoyment of the
Leased Premises (in whole or in substantial part) and which interruption continues
uninternipted for more than five (5) business days, then Rent shall be proportionately
abated untl use is restored,

28, Surrender. LESSEE shall have the right, but not the obligation, to remove, at the
expiration or sooner termination of this Lease, (except upon LESSEE"s uncured Bvent of
Default) any and all LESSER's Property purchased, paid for, and brought into or instalied
in the Leased Premises by LESSEE afier the execution of this Lease, ineluding without
limitation trade fixtures, furniture, and equipment {collectively, “Lesste’s Froperiy™);
however, LESSER shall, prior to the expiration or sponer termination of the Lease, repair
any damage caused by such removal, LESSEE shall deliver to LESSOR the Leased
Premizes and all keys Jocks, and, except for LESSEE's Property, all built-in fixtures,
buflt-in equipment, alterations, additions and improvements made to or upon the Leased
Premises pricr to the execution of this Lease, including ut not limited to any offices,
partitions, cold room, plumbing and plumbing fistures, air conditioning equipment and
ductwork of any Type, exhaust fans or heaters, built-in water coolers, burglar alarms,
telephone wiring, wooden or metal shelving which bas been bolted, welded or otberwise
atiached to any concrete or steel, member of the Bullding, compressors, air or gas
distribution piping, cabinetry, overbead cranes, holsts, trolieys or conveyors, counters or
signs attached to walls or floers, and all elecirical work, including but not limited to
lighting fixtures of any type, wiring, conduit, BMT, distribution panels, bus duots,
raceways, outlets and disconnects, and excluding the compressors, and any built-in
component work stations that LESSEE may install during the term. LESSEE shall
deliver the Leased Premises reasonable wear and tear and damage by fire or other
casualty only excepled. In the event of LESSEEa failure to remaove any of LESSEE's
Property from the premises, LESSOR is hereby authorized, without liability te LESSEE
for loss or damags therelo and at the sole risk of LESSEE to remove and store any such
property at LESSEE's expense, or to retain same under LESSOR's control or to sell at
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public or private sale, withont notice, any or all of the property not so removed and (o
apply the net proceeds of such sale to the payment of any sum due hereunder, or o
destroy such property which shall be conclusively deemed to have been abandoned.

29, Quiet Enjoyment. So long as LESSER keeps, observes and performs each of the
terms herein contained on the part of LESSEE to be kept, observed and performed,
LESSEE shall quictly enjoy the Leased Premises without hindrance or molestation by
LEESOR or any parlies claiming through LESSOR.

30, Miscellaneous Provisions, The invalidity or unenforceshility of any provision of
this Leaee shall not affect or render invalid or unenforceable any other provision hereof
The obligations of this Lease shall run with the land, and this Lease shall be binding upon
and inure to the benefit of the parties hereto and their respective successors and assigns,
excspt that LESSOR shall be liable only for obligations ocourring as of the beginning of
the texm of this Jease, or thereafier while LESSOR of the Leased Premises. The
obligations of LESSOR and LESSEE shail not be binding upon any director, officer,
shareholder, partner, Trustee or benaficiary of LESSOR or LESSEE. Notwithstanding
the definition herein of “Commencemsnt Dale”, “Termination Date”, or “Term”, or
LESSOR’s obligations to daliver the Premises, this Lease shall be binding and
erforceahle az against the parties hereto as of the dete of its exeontion.

31, Waivers and Legal Limitativns. Mo consent or walver, express of implied, by
LESSOR or LESSEE, to or of anvy other breach of the other party of any covenant,
condition or duty of that party shall be construed as a consent or walver to or of any other
breach of the same or any other covenant, condition or duty. If LESSEE is several
persons or a partnership, LESSEE's obligations are joint or partnership and also several.
Unless repugnant to the extent, “LESSOR” and “LESSEE" mean the person or pemsons,
natural or corporate, named above as LESSOR. and as LESSEE regpectively, and their
respective heirs, exeoulors, administrators, successors snd assigns.

32. Lessor’s Delivery of the Leased Premises.  The date upon which LESSOR first
delivers the Leased Premises to LESSEE in compliance with the terms and conditions of
this Lease (including but not limited to providing a current valid Certificats of
Oceupancy for the Leased Premises) is refesred fo heteln as the *Delivery Date.”” The
Delivery Dato shall be conclusively established by delivery of a notice to LESSEE
granting LESSEE access to the Leased Fremises accompanisd by a Cortificate of
Oceupancy for the Leased Premises on the 4™ floor of the Building (the “Delivery
Notine"). The Lease Premises will comply with the conditions set forth in Section 11
hereof as of the Delivery Date.

Notwithstanding the Delivery Date or subsequent Commencement Date as contemplated

i Seetion 1 hereof, this Lease shall take ¢ffect and be binding upon the pariies hersto as
of its exscution.
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33. Option to Kxtend. LESSEE, provided it is not then in default under this Lease
after notice and e expiration of any applicable cure pericd, or has not defaulted after
notice and the expiration of any applicable cure period more then two tmes, shall have an
option to extend ils tenarcy 28 to the Leased Premises, on the tenns and conditions
herein, for ope additional period of thirly six {(36) moeths at the then current *Market
Rent", (inchuiding annual escalations thereon for each year of the extended term based an
increases in the vonsumer price index ot fixed increases, as the case may be, in
accordance wilh then prevailing market forces), (herein, the “Extended Term”).  Said
Extended Term shall commence, subject Lo proper exercise of LESSEE's option
hereunder, on the Termination Date of the orginal Term, and shall terminate on that date
which is thirty six (36) months after the origing] Termination Date.

LESSEE shall exercise its option by delivering to LESSOR its written notice not later
than twelve (12} fizll months prior to the onginal Termivation Date, Once delivered,
written nofice to extend is imevocable.

*Warket Rent" asused herein shall be that rent charged for comparable first class
research laboratory and office space in the mid-Cambridge submarket as of the end of the
original Term; but in no svent shall *Marke! Rent” for the Extended Term be less than
that figure payable by LESSEE during the Jast Lease Year of the original Tenm, If, after
good faith atiempts, bul no [ater than sixty (60) days prior to the expiration of the original
Term, the LESSOR and LESSEE cannot agree on & figure representing Market Rent, then
either party, upon written notice 1o the other, may request arbitration of the issue as
provided in this section. "Within fourteen {14) days of the request for arbitration, each
party shall submit to the other the name of one unrelated individual or entity with proven
expertise in the leasing of commercial real estats in greater Boston/Cambridge fo serve as
that party”s appraizer. Each appraiser shall be paid by the party selecting him orit. The
two appraisors shall each submit their final reports to (be parties within thirty (30) days of
their selection. The two appraisers ghall mect within the next fourteen (14) days to
reconeile their reports and collaboratively determine the Market Rent. They shall make
their determination in writing, including a staternent if such i3 the case, that they are st an
impasse. Such a statement of impasse shall be submilied to the parties along with he
Market Rent figure which each appraiser has sclested and his reasons and substantiation
therefor. The appraisers, in case of an impasse, shall also agree on one unrelated
individnal or entity with oxpertise in commerciel real estate in greater Boston, who shall
gvaluate the reports of the two original appraisers and within fourteen (14) days of
submizsion of the issue fo hirn, and make his own defermination as to the figure
representing Market Rent. The determination of this individial or endty (e, arbitrator}
absent, fraud, bias or undue prejudice shall be binding upon the parties.

Annual Bage Rent and Additional Rent during any Extended Term shall be payable im
edvance, in equal meathly installments on the firet day of cach calendar month.

34, Extended Term Additional Rent, LESSEE in addition to the sums payable
annually to LESSOR as Annual Base Rent, shall pay to LESSOR. for each year of any
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Bxtended Term, a5 Additional Rent, LESSER's Allocable Percentage (25 determined by
the approximate total rentable space leased) for Operating Expenses, Real Estate Taxes
and Utilities as contemplated in Sections 3, 4 and 7 hereof,

35, Estoppel Cortificates. Upon not less than fifteen days prior writlen request by
LESSOR, LESSEE shall execute, acknowledge and deliver io LESSOR a statement in
writing certifying that that fo the best of LESSEE's knowledge this Lease is unmodified
and in full force and effect nnd that LESSEE has at the time of such statement no
defenses, offsets or counterclaims against its obligations to pay Annual Base Rent and
Additional Rent and any other charges and {o perform ifs other covenants under this
Lease {ot, if there have been any modifications that the same is in full force and affiect as
modified and stating the medifications and, if there are any defenses, offsets or
counterclaims, sefting them forth in reasonable detail), and the dates 1o which the Anaual
Base Rent and Additional Rent and other charges have been paid. Any such staterent
delivered pursuant to this Section may be relied upon by any prospsctive purchase or
mortgagee of the Premises, or any prospective assignee of any such mortgages or the
LESSOR. Upon not less than fifteen days prior written request by LESSEE, LESSOR
shall deliver a similar statemnent in writing to LESSEE, and any stch slalemen! may be
relied upon by any progpective sublegsee or assignes of this Leass,

36, Governing Law, This Lease constitutes the full and complels agreement between
the parties shall be consirued under and according to the laws of the Commonwealth of

Massachusetts. Any provision of this Lease which is deerred void or unenforcesble shall
not invalidate or render void oy unenforceable the entire Lease,

[Signalures Provided on the Feollowing Page]
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IN WITNESS WHEREOF, LESSOR AND LESSEE have hereunto set their hands and
seals and intend to be legally bound hereby as of the date first written above.

LESSOR

RIVERFECH ASSOCIATES I, LLC

offert Epstein, President

LESSEE
NEOSTW
By:

By: Ed‘ﬁ’m Somyth WD C O
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INDENTURE OF LEASE
by and betweent
RIVERTECH ASSOCIATES I, LLC
(“LESSOR")
and
NEOSTEM, INC.

{(“LESSEE™)

RIVERSIDE TECHNOLOGY CENTER

840 Memorial Drive
Cambridge, Massachuselts




NEOSTEM, INC,
EXHIBIT A

See Lease Plan attached hereto and incorporated herein
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Riverside Technology Center
840 Memorial Drive
Cambridge, MA

Floor Four
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NEOSTEM, INC,
EXHIBIT B

See Operating Expense Schedule attachied hereto and incorporated herein
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Operating Expenses 2008
B4) Memariel Orive - Riverside Technology Cenler

DESCRIPTION Total BSE
HEAT $64,285 $0.50
BUILDING ELEGTRIC $393,372 $3.05
WATER & SEWER $19,052 $0.15
ELEVATOR MAINTENANGE £15,398 §0.12
PARKINGIGATE EXPENSE $27,770 §0.22
RUBHEISH REMOVAL £17,526 $0.14
INSURANGE £33,304 $0.26
GROUNDS CARE £24,004 $0.19
LEGALACETADMIN 516,771 $0.13
SANITORMAL SERVICES $37,757 30,29
GENERAL MAINTENANCE $50,100 $0.20
HYAG MAINTENANCE $45,383 $0.35
LIFE SAFETY SYSTEMS 524,188 $6,19
MANAGEMENT * $281,571 52.18
Total Operating Expenses $1,050,462 SB.16
Real Estate Takes (FY 2009) $735,231 $5.70

* Based upeon 5% of income but not less than this amount

Tenant's Applicable Percentage is as follows:
As to the Leased Premises: 6.259%.




NEOSTEM, INC.
EXQIBITC

See Letter of Credit Form attached hereto and incorporated herein

A SO0 FT 0 (9 52000




S5 | rhead

STANDBY LETTER OF CREDIT NUMBER: [Tnsert {/] Date; [Insert Datel
BENEFICIARY APPLICANT

RIVERTECH ASSOCIATES I, LLC

Cio The Abbey Grovp [Insert Applicant’s Name Address]
575 Boyiston Street 8™ Bloor

Bostom, Massachosstts 02116
Clendlemen: !

Af fhe request and on the instractions of [Insert Tenant Name], we hereby jssue our
Trrevacable Letter of Credit in your favor in an amonyt not {o exeeed in the aggregale
USD flnsert Amonnt] svailable by your drafi(s) drawn at sight on [nsert Bank Namel
when accompanied by the following:

{1} Tasoriginad of this Letter of Credit and amendoment{s) if any.

(2) A statement, on the lettexhead of and purportedly signed by an autharized
officer of the Beneficlary, deted the samne date as the drafl, exactly in the
fonmat of the attached Exhibit A,

This Letter of Credit, inclading the attached EXHIBIT A {which form an integral part of
the Credif), sels forth in full the ferms of our undertaking and such undertaking shall not
in any way be modified, zmended or amplified by reference to mny document, instrument
or agrezment roferred {0 herein or in which this Letter of Credit is referred to or which
this Letter of Credit relutes, and amy such reference shall pot be deemed to incorporate
herein by reference any dochment, instriment or agreement.

it is 2 condition of this Letter of Credit thal it shall be automatically extended, without
amendment, for an additional period ofone (1) year from the present or sy further
expiration date, unless forty five (45) days prior to such date, we notify you in writing by
ovemight courier service that we clect not fo Tenew this Letter of Credit for any such
additional perdod. The FINAL BEXPIRY DATE {s finsert ¥inal Expiration Date]. Our
notice of non reneval will be sent to the Beneficiary, 2t the address given in this Letter of
Credit, unless we are otherwise pofified by the Beneficiary, in writing via registered mall,
roturn receipt requested, of 2 charge of address.

Dirafts drawn hereunder mmust be marked: “Drawn under [Insert Jssulng Bask Name
Irrevocable Letter of Credit Mumber [Insert Number] dated Jinsert Date],

We engage with you that all drafts dravwn wader and in compliance with the terms of this
Latter of Credit will be duly honored upen delivery of documents to us ot [Lagert




Presentation Location] if presented on or before the close of business on [Insert Initial
Eaxpiration Prate] orany antomatically extended dats.

Bxcept 50 far as otherwiss exprossly stated herein, this Letter of Credit is subject to the
Tniform Custome md Prectice for Documentary Credits (1983 Revision) International
Chamber of Coanmerse, Publication No: 400.

Very truly yours,

Authorized Sigoatuoe Aunthorized Signatare




IRREVOCARLE LETTER OF CREDIT
Txhibit &

The undersigned is a duly authonzed agont of the Landlord, familiar W:I.ﬂl

the Lease to dated

herehy affirms thal there has oconrred an svent of default under the l’.me.

thet has not been cured within any allowsd notics, grace and cure periods (ot
altematively, the Letter of Credit has not be timely renewed g5 yequived by the
Lease); and that Landiord is entitled to liguidate this Letter of Credit o satisfy
said dafault (or renewal ubhgahom.} under the terms and conditions of the Lease,
in the amount of §

RIVERTECH ASSOCIATES H, LLC
(Landlord)

By:




NEOQSTEM, INC.
EXHIBITD

See “Landlord's Work" specifications attached hereto and incorporated herein
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Pepebol

Chris C. Tsouros

From: Goodman Alas jagoodman® THEABBEYGROUP,COM)

gsent:  Fiday, Augusl 14, 2008 12:07 PM

To! Goldstein Mare

Ce:  Chris G. Tsowros

Subleet: Neostem clarifisations

1. Landiord to install 2 existing chemical fume hoods, including capping cup
sink opening and provide flammable storage cabinet on right base of each
fume hood. Landlord to provide subgoniractor cost to tenant for connecting
vacuum to the main piping. Such work shall be separate from the lease and
accomplished at tenant's sole cost.

2. Landlord to provide cost for conversion of portion of three existing benches
to desk areas as raquested by tenant. Such work shall be separate from the
lease and accomplished af tenant’s sole cost.

3. Landlord shall provide one 110v duplex electrical outlet to one knee space
on each side of each of the six benches.

4. Landlord shall install tenant's joe machine in or adjacent to the existing
drains in the autoclave room.

5. Landlord shall make available al tenant's sole cost and expense upto a

maximium of 150rsf of additional chemical storage space on the lower level of
the building if required by the Fire Prevention, City of Cambridge.

BH00H




MNeoStem

Floor Four
8B40 Memorial Drive
Cambridpge, MA July 23, 2009

CONDITION OF PREMISES

ADMINISTRATIVE AREA and OFFICE SPACE IN R&D AREA

Partitigng;  Partitions are locnted as indicated on accompanying plan. Existing
and new walls are comprised of pwh over steel studs and extend from foor o the
underside of the suspended ceiling. The walls demising the Adminisirative areas from
Ré&D areas extend to the underside of the deck above, Walls and trim are finished with
two coats water based paint.

Glass Panels: Where they exist, glass pancls consist of safety glass sel in woad
frames.

Entry! Entry consists of a glass door with glass sidelight.

Dogrs: Existing doors have been reused and relocated as necessary, All
hardware are lever handlss with brushed stainless finish.

FEloors: Exeept for the kitchenette, all areas in the administrative area have

been covered with Shaw Contract nylon loop cerpet from *Tum Key Collection. 47 winyl
cove base has been installed st intersection of walls and carpet/vet, Vioyl tile has been
installed in the floor of the kiichenetie,

Cailings: All exieting ceiling tiles have been replaced with new tles in the
existing ceiling grid.

Lighting: Al existing fluorescent lights have been removed and replaced with
now 2x4 and 2x2 indirect fluorescent lights recessed in existing ceiling grid.

HYAC: The base building HVAC distribution system has been inspected and
adjusted as necessary to assure distribution, airflow, and proper operation of thermostals
and variable air volume (VAV} boxes, A supplementa] air conditioning unit servicing the
corner "conference zoom” has beer inspeeted and put in operable condition.

Kitchenette: A kitchenetie bas been provided as indicated in the plans consisting
of plastic laminate bage and upper cabinets, a stainless steel sink with fancet and hot and
cold water supply diained to the building sanitary Bne, and adjacent space for an |8 fl
upright refrigeretor 10 be provided by the tenant. Vinyl tile with vinyl cove base has been
inzlalied.

Blectrival:  Landlord has provided electrical sutlets throughout the administration
arca and the office space in the R&D wrea in the forte of existing and now 110v outlets,
All utifities servicing the lenant's premises and equipment are separately metered and will
be read monthly by the landlord for reimbursement by he tenant,

Furpishings: Mo reception desk cubicles, work stations or furniture of any sort shall
be provided by the Jandlord,
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R&D AREA

Partitions: Mew partitions consist of existing walls comprised of
58 gwh over steel studs and extending from floor to the underside of suspended
ceiling, Walis and trim are Grished with two coats waler based paint

Existing doors bave been reused and relocated as necessary.
All h,ardwa_rr, are lever handles with brushed stainless finish.

Flooms: In all laboratory and support arcas floors have been covered
with vinyl tite with vinyl base. In the Tissue Cultore Suite and Glasswash/Avtoclave
area ﬂGDIs bave been covered with seamless vinyl with integral vigyl base.

Except for the Tissue Culture Suite, new building slandard
cziling tiles have been installed in the existing grid. In ‘thc Tissue Colturs Suite new
solid surface scrubbeble cetling files have been installed in the existing ceiling grid.

Lighting: Except for the Tissue Culture and Glasswash/Antoclave arcas,
existing 2z and 2x2 fluorescent lights have been replaced with new 2xd and 2x2
indirect fluorescent lights, The existing ceiling grid shall be reused.  Solid surface
lens type fluarescent lights have been used in the Tissue Culture and
Glasswash/Antoc]ave rooms.

BENCHES: Six lab benches have been installed consisting of oak base
cabinets and acid resistant laminate benchiops, Thres stainless steel lab sinks with
protacfed hol and cold water and deck mounted emergency eyewash staticns have
alge been installed. Bach bench has beach mounted electrical outlets and vacuum
turrets which, at tenants cost, may be connecied Lo tenant provided vacuum purop.

A two tier reagent shelf is also provided on each benclifop.

HYAC: The baze building F'VAC distribution system has been
inspected and adjusted as necessary to assure distribution, alrflow, aud proper
operation of thermostats and variable air volume (VAV) boxes, The thres existing
supplemental air conditioning units have been ingpected and put in operable
condition, Two of these supplementary systems servies the main laborstory and one
services the Tissue Culture Suite, Al tepant specific mechanical systems shall ke
warrented for proper oparation for a period of six months provided tenant enters inlo
an approphate preventive mainienance agreement for this equipment as slated
below, The two six foot existing fume hoods shall be connected to a roof mounied
exhaust fan and shall be balanced to assure 2 minimum of 900cim airflow exhast,
Meke up aiv shall be provided from a roof mounted malce-up-air unit, The cost of
operating both exkaust fan and make up 2ir unit shall be 4 tenand expense. All
Tenent-specific mechanical equipment shall be put on a preventive maintenance
agreement by the tenant and 2t Tenant's expense for the duration of the Lease.

Plumbing and Waste: The main cold water supply to the lab is Jocated in the
“lab support” room which alse conlains & hot water heater, & waler check meter and a
backflow prevention device.

All lab waste is contained in polyethylene piping and leads to an acid waste
system consisting of a tank with limesione chips lecated in an accessible logation on
the ihird floor directly below the premises.

Awtociave & Glasswash:  The landlord has provided a room in which a
glasswaeh & autoclave can be installed. Actual eguipment will be the responsibility
of the tenanl. A separste laboratory sink with protected hot and cold weter and
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eyewash shall be provided in a location of the tenant's choosing, Two foor drains
have been installed as well as a seamless vinyl floor with integral base.

Electricall  Landlord has provided power to varions locations within the
laboratery in the form of existing 110v and 208v outlets. 1 desired, tenant, at their
expense, may connect to the back up generator which is located in the building and
share the cost of maintenance and repairs with any other tevants who are also
conngeted to it,

All electrical power, natural gas and water to the tenant's premises and equipment
will be separately motered and read monthly by the landlord for reimburszment by
the tenant,
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NEOSTEM, INC.
EXHIBITE

See list of pevmitted materials ete, attached hereto and incorporated herein
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Narrative provided by NeoStem, Inc. pursuant to Lease Section 6

All the anticipated research activities in NeoStem R&D lab will be atl Bio Safety
lovel - 2 {BL-2). ‘Research activilies will include: Biological agents - Human and
Animal (blood, primary cell cultures, cell lines) :

Research Animals - small animals {e.g. rodents - mice, rats, rabbits)
Micro-organisms - Viruses for transfecting celis, eto

Bacteriological agents - Bacleria for molecular cloning experiments, etc
Pathologlcal agents - No select pathological agents will be used

We will have all the required safety mechanisms in place fo conduct BL-2 level
regearch.




NEOSTEM, INC.
EXHIBITF

See LESSOR's current Iender's SNDA Form attached herefo and incorporated
herein (as a “form” under Lease Section 13)
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Recording Requesiod by
end when Recorded reten to:

WELLS FARGO BANK, N.A.
Commereisl Modgage Servieing
L320 Willow Pass Road, Suite 300
Congerd, CA 94520

Arentica:  OM3 Assel Admin,
Logn e 700200416

SUEORDINATION AGREEMENT
ESTOPPEL, NON- DlSTURBANCE ALND ATTORNMENT AGREEMENT

Tenent's Trade Name: NEQSTEM NG,

NOTICE: THIS SUBORDINATION AGREEMENT RESULTS IN YOUR LEASEHOLD ESTATE IN THE
FROPERTY BRCOMING SURJECT TO AND OF LOWER PRIGRITY THAN THE LYEN OF THE
MORTGAGE (DEMINED BELOW).

This SUBCRDINATION AGREEMENT AND BSTOPPEL, NON-DISTURBANCE AND ATTORNMENT

AGREEMENT (Agmement™} i made a5 of by and between MeoSten o, (Tenont'™) and BANME

OF AMERICA, NATIONAL ASSOCIATION, as sucoessor by merger 10 LASALLE BANEK, NATIONAL

ABSOCIATION, 5 Trustec for Boar Steams Commensial Morigage Secunitios Ine., Commcreia] Mortgage

Efnss—'fh:wgh Coiificeles, Series 2004 TOP14 ( Lender), with reference tp the fallowing facts and lntentions
the parties:

RECITALS

A Rivesterh Aseocintes 1T, LLC ("Owner) is the owaer of the 1and end impravements commaenly known as
B0 Memorial Drive and more speeifically deseribed in Exhitis B stiashed hersto {Propens™) and the owner of
the Landlard's interest in the feese identified in Recite] B below (Lease™.

B. Tanant i e awner of e tenaot’s interest in that lease dated Awmust XX, 2009, excouted by Owner, 83 landlond,
and Tenant, as tenam!. {Suid lease & collectively meftrred 10 herein as the “Lease™).

€ Cremer iz indebted 1o Lender urider & proméssory ndte m e original pringipal amoum of 343,000,000, which nate
ie smgured by, among other 1hmgs. B mertgage, deed of must, tmst indemture or dead 10 seeum debt eneumbering
the Praperty {*Morigage”), dated January 14, 2004 md reeordsd Janogry 14, 2004 in the Official Records of the
Covniy of Middleser , State of Matsechusetts (Mortgage™),

THEREFORE, Tha partics agree ag follows:

1. SUBORDINATION.

Il Prior Lien The Morgage, and sny modifications, renewals or extensions thereof, shell incondi-
tiomally be and nt el fimes remain a lien or tharge on the Property prior and supsrior 1o the Leage.
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12 Entire Agrecment. This Agrecment shall be the whols agreement and only agresment with regard (o
the subordination of the Loase to the lion or charge of the Mongege, and shell supersede end cancef,
but omiy insofir s would affect the priovity borwoen the Mongage mod the Lease, amy prior
BITOCTAENS % 1o such suberdinsion, includimg, witheut imirstion, thoss provisions, if eny, comlzined
it the Lease whieh provids for the subordipation of the Lease o s deed or decds of trust, & morigage
ot morlgsaes, o deed or deeds lo savuws dobl or & rust indentice of trust indenhures,

1.3 Disbursements, Lender, in making dishursements pursiint Lo the Mote, the Morigage or any loan
agreements with respeet (o the Property, is wnder no obligation or duty 1o, no: has Leader represented
that it will, see 1o the appdisation of such proceeds by the pomson or persons to whom Lerder disburses
such proceeds, and any applichtion or use of seeh proceeds for purposes other than these provided for
in stch agreoment or agrecments shall not defeal this agresment 1o subardingis in whols or i part,

14 Sahozdipation. Tensnt m:c,nhnnni!y nsd uncondittonally waives, rlingquishes and subordinates all of
‘Tenent's vight, tite gnd interest in and fo the Property, to the lien u‘l‘!Jw Morgepe,
= NON-DISTURBANCE AND ATTORNMENT.

21 Mon-Distarhanee Monwithsanding enything to the contrary comnined in the Lease, solong es thers
shall exist no breach, defel or svent of default (hovond any period given to Teonnd in the Leasse to
cwre guch defeul) on the part of Tenant under the Lease ot the tme of any forectosure of the
Mongage, Lender ngrees that the leaschold interest of Tedant wnder the Lease shall not ba werminated
by renson of such foreclosure, but miher the Lease shall contimse in full force and cffect snd Lender
shill recognizs and agcept Tenunt sz tenant under the Lense subject to the provisions of the Lease.

22 Attorsment. Motwithstanding emthing 10 the contrary conteined in the Lease, shauld titls to the
leazed premists and the tandlord s inlerest in the Lesst be imnsfomed to Lender or any othor perton
ar ontity ("Mew Cwiner") by, or in-iew of judicial or nen-judicial foreslosure of the Morigags, Tentnt
aprees, for the berofit of Wew Cremer and efftstive imimedizely and automstically upan the
aoturpgnice of say sush mansfor, thet; (&) Tenant shill pry to Mow Owaor all rental payments required
1o be made by Tendnt pursumt to the temms of ths Lease for the remainder of the Lease term; (b}
Tenant shell bo Lound to Mew Owner in scegrdance with ll of the provisions of the Leass for the
remeinder of the Lease lerm; (6) Tanant hoeby altoms to New Qwner as ity landlord, sush sttomment
10 be effective and seli-opovative without Qe exevution of any furber instrument; () Mow Ovwnes
shell not be lieblo for eny defaall of any prior laadlord wider the Lease, inclediag, without limitron,
Crwner, execpt where such default is continuing st the tine Now Owner eequires fitte fo the leased
promises and New Owner fils to cure snme efier reselving potics thereef, (5) New Qwner shall not be
subject to any offsels or defenses which Tonent may Jiave against eny price landlerd undee the Leass,
inchuding, without lirnitndon, Ower, sxoept where such offsets o defenses nrise out ofe defeult of e
prier landlord whikh & contnuing nt the fime Wow Gvner acguires ke o the leased premises and Mow
Oumner falls to oure same afler Tegeiving notica thereef; and () Mew Owmer shndl not be liable for my
obligations of handlord arfsing under the Lease foliowing any cubsequent transfer of the title o the
leased premises by Mow Owner,

3. ESTOPPEL. Tenantwarrants and represents (o Londer, as of the dste heregf, Unat:

31 Lease Effective, The Lease has beon duly edecuted and delivered by Tenant and, subjedt 1o the werms
and conditions thereof, the Loase is in full force and offoet, the obligations of Tenaot themunder ars
valid and binding, and there have been no modificetions or sdditions lo the Leass, written or oral,
other than hose, iTeny, which are reforenoed above in Recitol B,

32 Mo Lefeult. To the best of Tenmut's knowledgs; (2) thers axists no bregch, default, or eveat o
condition which, with the giving of noifee or the passage of time ar both, would constitite & breash or
defnult under the Lense cither by Tenent or Ovmer; and (&) Tenmi hag no existing claims, defenses or

offscls againg rental due or 1o become due wnder the Lesse,
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313 Eotlre Agreoment, The Lease eonstitues the eolire agrtement between Ovwner and Tenant with
respec! ta the Property, snd Tenmnt elaims no rights of any kind whalsoever with rispeet to bie
Proparty, other than 23 s forth in the Lease,

34  Mipimam Ront. The conusl minimum rent wder he Lease is 3283,850, subject to any estalation,
poroentape ot andfor commaon nrea meintenance cherges provided in the Lease.

15 Rental Paymeat Commencement Dates The ronts siated in Seetion 3.4 above will begin or have
begmin on Septenmber 30K

36 Bentblearce. Therentable sren of the leased pretrises is 8,110 seuase feel
37 Commencoment Date. The term of the Lasss commensed or will commenes on Sentember 30 2007,

3.8 Explmtton [rafe The serm of the Leass will expire on 33000000 X, 2012, subject 1o Tenam's
opon lo extend sot forth in Seotion 33 of the Leaso.

3.9 Mo Deposits or Prepuid Rent. Mo deposits or prepayments of sent heve baen medo in comneztion
with the Lease, exeept os follows: $84,141,00 securiy dopesit (if none, write "More™).

310 Mo Ofher Assignment Tenamt bas received no aothee, pnd is not othorwise awore of, any other
azgignment of e lardlord's interest in the Lense,

331 po Porchass Gpdor o Refosal Rishts. Tennnt doss not bave aoy optlen o preferentiol rght to
purchase bl or any prt edthe Propavry, cxoopt as follows: Hene (ifnons, write "None™)

4. MISCELLANEOUS

4.1 _Feirs, Suctessons apd Asslans, The coveaants herein shull be binding upen, snd inre to the bonsfit
of, the helrs, sieecssers and sssigns of the pares harnto, Whonever nooossary oF sppropristc 1o give logical
mesning (e a provision of this Agrmement, the term “Owner shall be decmed to mean the then current owmer
of the Froperty &nd the landiord's interest in the Lease.

52 Addressoss Reauest for Natice, All notices and other communicalions thet are Tequired o7 permiticd
1o be piven to & party under this Agroement shall be in writing and shnll be sent 1o such party, &ither by
reronal delivery, by overnight delivery service, by cortified fAimt cligs meil, mlum rockpt reguesied, or by
fagsimile trangmission, to the address er facsimilo nuniber befow. Al such notices and communications sholl
be cHfeetive wpon receipt of such defivery or fectimilo transmission. The addeesses and fcsimile numbers of

the pariice sheli be:
Tegm: Lemdder,
MeoStom Inc. Wells Farge, M.A., 2 Masier Servieer
Al A Asset Administration
340 Memnoriet Driva 1320 Willow Pass Rond, Ste 300
Cainlreidge, MA (2139 Concard, Culifornin 94520
FAX No: 617- FAX Mo.: B25.685.1259
With & copy 1o

Boston, MA 02100

FAX Mo 617
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homever, any pery shedl have the tight 1o changs its adéress for polive hereunder by the
giving of written notios thermel o e ol pasty in the manner sat forth in this Agreement

4.3 Counterpirts, This Agreement may be excouled in tao or mors counterparts, each of which shall bo
dezmed an onging and il of which together shall constimie =nd be consrued as one and the sarme

instnwoent,

44  Section Headings., Section headings in this Agreement are for convenicnse caly end ere net {o be
conelrued 15 pert of thie Agreement or in any wey limiting or applying the provisions herol,

45  Attorngye' Tees, 17 any lepal action, suit or procecding ig comumenced berweon Trsant ead Lendor
regardmg their rospective fghts and ebligatioos under this Agrecment, the prevailing party shell be
entitled to recover, i# pddition to damages or other relief, costs and cxpenss, stlomeys’ faos and conet
sty {including, without limitation, expert witness fees), As used herein, the rerm “provalling purty”
shall meon the porty whish obtaing the principa! reliel ithas sought, whether by compromise seitiement
or judgment. 1T the party which commeneed or ingttuled the action, suit or proceoding shall dismiss or
discontinge it without the coneurzence of the other party, such other party shall be desmed the

provailing pary.

5 INCORPORATION. Exhibit A, the Qunes's Consent is anieched hersts and insorporated harein by chis
reference.

1N I TIESS WHEREQF, the partios herste have sxecutod this Aprecimient 25 of the day and year frst above writien,

"LENDER”

BANK OF AMERICA, HATIONAL ASSOCIATION, ss successor by
merger to LASALLE BANK, NATIONAL ASSOCTATION, az Trustes
for Bear Steams Commersia] Mengage Seevrites Ing, Commercial
Mergaps Pass-Theough Centificates, Seyiss 2004-TOP 14

By Walls Farpo Barnk, Motiona] Associstion, an Master Serviger
under the Pooling and Servicing Agrecment dated as of May |
2004, among Bear Stearns Commenviel Mergege Soourites
Ing,, Wells Farge Bank, Nodansl Associtton, Conteling
Stevicing Ine. (fkia Atcap Scrvizing Inc.), LaSells Benk
Mationa] Association and AN AMITO Bank M.V,

By,
Mame:
Title:
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STATE OF CALIFORNIA
COUNTY OF

Cmthis _day  of 200, before e, the wndesigned netery public, personally  appesved

, e af , R Celifdia
o oo who proved to e on the basis of swtisfciory evidence 1o be the pecson(s) whose name(3) isfare
subsorised to e within instrumert sand mckoowledged 0 me 1hat hefsheithey cxecured the same in hisherthelr
authorized capacity(ies), and that by hisher/their signaturc(s) on the instrumont the personis), ot the entity upom behstl
of wiich the person(s) poted, executad the {nstniment,

1 certify under PEMNALTY OF PERIURY under the kvws of
the  Siate  of California  that e forcgoing  parsgraph 15 tue  and  comisl

WITHESS ™y hand wnd offizial seal,
Sigoatwres . . 0 (Seah
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CTENAMT
Meoktem Inc.

fy:

Ts:
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COMMONWEALTH OF MASSACHUSETTS

88,

On this day of A0 before me, the undersigned nolory pablic,
personally appeared a5 of NeaSlem Ine., # Delawhre Corporation, known 1o
me or proved o me throbgh sstisfastory evideoes of identifontion, which was phologrphio identification with
sigraturs issusd by o federsl ap state povernmentsl apency, oath of alfirmation of & cradible witnets, pertonal
kmpwiedge of the undersipned, 1o be the porson whose name is subscrlbed o the proceding or ettached document
and acknowledged that hefshe executed the same as hisher free aot and deed and the free act and deed of said
company, for the purposes thersin cdptadncd,

MNetasy Pulbic
My COmmission axpires!
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IT 18 RECOMMENDED THAT, PRICGR T0 THE EXECUTION OF THIS AGREEMENT, THE PARTIES
CONSULT WITH THEIR ATTORNEYS WITH RESIECT HERETO,

ALL SIGNATURES MUST BE ACKNOWLEDGED,
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EXHIBIT A
OWNER'S CONSENT

The undersigned, which ewns of i3 aboul o scguire the Property snd the Indlord"s infemsst n the Lease, hereby
consenls to Whe exeeution of flie foregoing SUBORDIMATION AGREEMENT AND ESTOPPEL, WOM.
PISTURBANCE AWND ATTORNMENT AGREEMENT, urd to implementution of Gie apreements and transactions
provided for therein,

“OWNER"

Riverieeh Associates U, LLO
By:

I
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COMMOUNWEALTH OF MASSACHUSETTS

a8,

COn ihis . day of , 20, before oo, the undemsigmed notery public,
penonally eppesred as of Rivertech Asseciates i, LLC, a Massachusctiz
lim¥ited Hability corporation, known fo me or proved 10 me theough satiefetory evidence of identification, which
was phategrophic ideatification with signature issucd by s federsl or stnte goverimenial ngeney, oath or ofinmation
of & erodible witness, personal knowledge of the undersipned, 1o be e persen whose vame ie subscribed to the
preveding of attached doswment srd acknowledged thet hefshe execmed the same 25 hivher froe et and deed and
the feee pot ond deed of said compahy, fer the purposes therein tortained.

Hotary Publis
My commisalon oxpires:

At iR AR BT A L AT TR a1 o T A oy BTE DO B U0 10




EXHIBIT B
(Deseription of Property)

EXHIBIT B to SUBORDINATION AGREEMEMT AND ESTOPPEL, NOM-DISTURBANCE AWD ATTORMMENT
AGREEMENT dated as of executed by MeoStem Ine, e “Tenent”, and BANE OF AMERICA,
A 0 L ANK L Al ASSOCIA 5 Trusten for Besr

All that eersain fand lovsted i the County of Middlesex, Stato of Massachusetts, desaribed as follows:
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EXHIBIT C
Schedule of Sublandlord’s Property

(Ilmmediately Follows)




DaDesk L=Lateral File Cabinet DB=Dry Erase Board

C=Chair. T=Table GC=Guest Chairs

CZ=Credenza B=Bookcase MP=NMabile Pedestals

WE=Wall Bin TB=Tackboard LC= Lunch Chair

Room 101-COLLECTION ROOM  Room 105 Room 108

Wa-101 () (B) Da-105 B-10%

CZ-101 GC-106 (A)(B) GC-108 (A){8)

TB-101 D-10% D108
WE-105(Al(8) WE-108 [4)(8)

Room LOZ L-105 TE-108

D-102 8-105 C-108

l-102 C-105 L-108

WB-102 {A}{B) TB-105 DE-10a

102

B-102 Room 106 Room 109-LUNCH ROOM

TE-102 L-136 no office furnitere
DB-106G

Room 103- LG, CONF. ROOM D-106

7-103 WE-106(A)B]

T-103 GC-106{A)B) Room 110-EXAM ROON

C-103 {1-9) B-106 no office furniture
TB-106

Room 104 C-106

L-104 {A){E)

B-104 Room 107

D-104 D-107 Reom 100-ADMIN, STATION

C-104 C-107 D-100

DB-104 B-107 L-100 [a){B)C

TR-104 WE-107 {A){8) WB-100 (A)E)

WEB-104 [A)(B}
G104 [A)(B)

GC-107 (A)B)
TE-107
DB-107

L-107

C-100
TB-100




SUBLEASE

NEOSTEM, INC,,
As Sublandlord

AND
SEASIDE THERAPEUTICS, INC.,,

As Subtenant
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Adam 5. Brinch
Arsacinn

CB Richard Ellis - N.E. Fariners, LP

April 7,201

Mr. Bob Richards
President / Pariner

CBRE

8 RCHARD BLLS

33 Arch Sirget, 26Lh Floor
Roston, MA 02110

T E1T 9L TH0
D §17.312.6997
F EIT.20L 7000
C 617.087.3935

adem brineh@chre-ne.com
waw chre-necom

Richards, Barry, Joyce & Partners
53 State Strest, 37* Floor

Boston, MA 02462

Re: Proposal to Sublease ~ Space located at 840 Memorial Drive - Seaside Therapeutics, Inc.

Dear Bob:

On behalf of our client, Neostem, Inc., CB Richard Eliis is pleased to present the following proposal to
sublease office space at 840 Memorial Drive, Cambridge, Massachusetts. The following details terms and
conditions by which Neostem will enter into negotiations 1o sublease space in the subject property:

Subtenant:
Sublandlord:
Landiord:

Building:
Master Lease:

Premises:
Use:

Commencement:
Term:

Base Rental Rater

Reul Estate Taxes:

Seaside Therapeutics, Inc.
Neostem, Inc.

Rivertech Associates 11, LLC
(¢/o The Abbey Group)

575 Boylston Street

Boston, MA 02116

The Building located at 840 Memorial Drive, Cambridge, Massachusetts.

The fully executed lease document between the Landlord and the Sublandlord for the
subject Premises.

Approximately 3,500 rentable square feet (RSF) consisting of the office portion of

Neoster’s suite on the 4 floor of the Building per the attached floor plan. Exact
square footage shall be mutually agreed upon by Sublandlord and Subtenant.

The Subtenant shall use the premises for office purposes anly.
The later of June 1, 201 | and Landlord consent.

Approximaiely fifteen (15) months - through the balance of Sublandlord’s lease term,
which ends August 31, 2012,

$32.00 NNN per RSF, as is. This proposal is based on a net rental rate. As such,
Subtenant shall pay in addition to Base Rental Rate, its pro rata share of allocable Real
Estate Taxes, Operating Expenses and Electrical Utilities for the Building as provided
below.

Subtenant shall pay its pro-rata share of Real Estate Taxes. The historical real estate

taxes, a5 volunteered by the Landlord in a recent proposal, levied against the land and
burilding by the City of Cambridge are as follows:

2011: $4.39 per RSF
2010: $5.95 per RSF
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Operating
Expenses:

Electrical Utilities:

Condition of
Premises:

Janitorial:

Office Furniture:

Parking:

Directory Sign:

2009: $5.70 per RSF

Subienant shall pay its pro-rata share of Operating Bxpenses per the terms of the
Master Lease. The historical Operating Expenses, as volunteered by the Landlord in
recent proposal, at the Building are as follows:

2009: $8.50 per RSF
2008: $8.50 per RSF

Per terms of the Master Lense, Subtenant shall pay its pro-rata portion for shared
electrical utilities.

Sublandlord shall deliver the space 10 the Subtenant demised, and in an “as is”, broom
clean condition.

At the commencement of the Sublease, subject to the terms of the Master Lease,
Subtenant acknowledges and agrees that the electrical, plumbing and HVAC systems
serving the Premises (1) are to be provided by the Landlord pursuant to the terms of the
Master Lease and (2) it is the responsibility of the Landlord 1o comply with all
applicable local, state and federal building laws, codes, ordinances, rules and
regulations as provided in the Master Lease. Subtenant will be responsible for any
licenses for their operations. Subtenant shall be responsible for maintznance and nepairs
of the Premiises during the term of the Sublease to the same extent as Sublandlord was
responsible for the same purswant to the Master Lease. Subtenant acknowledges and
agrees that Landford, to the extent provided in the Master Lease shall maintain the base
building systems throughout the term of the Sublease.

Subtenant shall comply with all provisions of the Master Lease that are applicable to
the Sublandlord. Subtenant shall have the right to alter the premises with the prior
written consent of the Sublandlord, which consent shalt not be unreasonably withheld
subject to the terms snd conditions of the Master Lease between the Landlord and
Sublandlord which includes obtaining Landlord™s consent pursuant to the terms of the
Master Lease.

Subtenant shall be responsible for its own Janitorial {cleaning and garbage,
waste/debris removal) during the term of the Suhlease.

During the term of the sublease, Sublandlord will provide and Subtenant may use the
office furniture to be separately scheduled by Sublandlord and disclosed to Subtenant
prior to the execution of the Sublease, in each case, on an “as is” basis with all faulis.
Sublandlord makes no representations or warmanties of any kind regarding the office
furniture, whether express or implied. Subtenant shall maintain the office Furniture in
goed order and repair subject to normal wear and tear and vpon termination of the
Sublease shall return such furniture to Sublandlord.

Subtenant shall, pursuant to Sublease, have Sublandlord's rights 1o s5ix {6) of
Landlord’s parking spaces as provided in the Master Lease in the 840 Memorial Drive
parking garage, at prevailing market rates as charged by Landlord per the Master Lease,
currently $210 per space per month. Subtenant will be responsible for contacting
Landlord directly for invoicing and billing of such six (6) parking spaces.

At Subtenant's sole cost and expense, Subtenant shall have the right to signage on the
building's tenant directory, the Subtenant’s main entrance door and the common lobby
area located on the [st floor with the prior consent of the Sublandiord and Landlord,
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Security Deposit:  Subtenant shall provide Sublandlord with a security deposit equal ¢

Insurance Subtenant shall maintain insurance in the amounts required by the Sublandlord
pursuant to the Master Lease, naming the Sublandlord and Landlord as additional
insureds and oss payees. :

Brokerage: All parties acknowledge that they have dealt with no other brokerage firm other than

CB Richard Ellis and Richards Barry Joyce & Partners and that the Sublendiord will be
responsible for paying all fees.

Contingencies: The purpose of this proposal is 1o memorialize certain business points and the parties
are not legally bound by its terms. The parties agree that this proposal is subject to the
xecution of a mutvally acceptable sublease document subject to the terms and
conditions of this proposal and to any other terms the parties may agree to and is
further subject to the Landlord's consent.

If the foregoing ierms are acceptable, please so indicate by signing the enclosed copy of this letter in the space

provided below and retumning it to the undersigned by 5:00 p.m. on Wednesday, April 13, 2011. If this letter

is not signed by you and received by the undersigned by that time, this letter shall be void and have no further
force and effect.

If you have questions or comments, please call me at (617) 912-6997,

Sincerely,
Adam 8. Brinch
Associate
AGREED TO & ACCEPTED BY: AGREED TO & ACCEPTED BY:
Seaside Therapeuticg, Inc. Neostem, Inc.
¥ I A
By: By: Al al
Tite: _freedent ad LED Title: /:z‘:c
. \
pae: __({_Apnl Zoll Date: i ARz

var Anthony Salerno, Neostem
Dr. Robert A. Preti,
George S. Goldberger
Curtis Cole, CBRE




STOCK PURCHASE AND ASSIGNMENT AGREEMENT

This STOCK PURCHASE AND ASSIGNMENT AGREEMENT (the “Agreement”), dated March 28, 2011, is entered into by and amongBECTON, DICKINSON
AND COMPANY, a New Jersey corporation (“BD”), PROGENITOR CELL THERAPY, LLC., a Delaware limited liability corporation (“PCT”) and ATHELOS
CORPORATION, a Delaware corporation (the “Company”). Each of BD, PCT and the Company are referred to individually as a “Party” and, together, as the
“Parties.”

WHEREAS, the Parties wish for BD and PCT to contribute certain third party intellectual property and related rights to the Company on the terms and conditions set
forth herein;

WHEREAS, in exchange for its contribution to the Company of such third party intellectual property and related rights on the terms and conditions, the
Company has agreed to issue and BD has agreed to accept, one hundred ninety nine (199) shares of Common Stock of the Company (the “Shares™) on the terms and
conditions set forth herein; and

WHEREAS, in anticipation of the aforementioned contributions of property and in consideration for its services related to the formation and establishment of the
Company, the Company previously issued eight hundred one (801) shares of Common Stock of the Company to PCT.

NOW, THEREFORE, in consideration of the mutual representations, warranties, covenants and agreements herein set forth, the Parties hereto agree as follows:
1. Transactions; Deliveries.

(a) Sale of Shares: Stockholders’ Agreement. In consideration for the BD Assigned IP Rights, the Company hereby sells and BD hereby
purchases the Shares subject to the terms and conditions set forth in this Agreement. BD shall have certain anti-dilution rights and the right to appoint a non-voting
observer to the Board of Directors of the Company as set forth in the Stockholders Agreement, dated of even date herewith, by and among the Company, BD and PCT
(the “Stockholders’ Agreement”). Upon execution of this Agreement and the Stockholders’ Agreement by BD and the Company, the Company shall deliver to BD a
certificate representing the Shares (the “Certificate”).

(b) Assignment of Intellectual Property Rights.

1) Prior to, or simultaneously with the execution of this Agreement, BD shall obtain and provide to the Company all necessary consents to
assign BD’s licensed patent rights and other intellectual property rights and other related rights, obligations and interest in and under the agreements described on
Schedule A as the “ExCell Intellectual Property Rights and Related Rights and Obligations” and the “U. Penn Intellectual Property Rights and Related Rights and
Obligations” (the ExCell Intellectual Property Rights and Related Rights and Obligations together with the U. Penn Intellectual Property Rights and Related Rights and
Obligations are referred to collectively herein as the “BD Assigned IP Rights”) from each of ExCell Therapeutics, LLC (“ExCell”), David A. Horowitz, M.D., The
University of Pennsylvania (“U. Penn”) and the University of Southern California (“USC”). BD hereby represents and warrants that it has all consents required of each
of ExCell, Dr. Horowitz, U. Penn and USC, as applicable and hereby irrevocably bargains, sells, grants, conveys, assigns, transfers, and delivers to the Company, and
the Company hereby irrevocably bargains, purchases, accepts and assumes all of BD’s licensed patent rights and other intellectual property rights and related rights,
obligations and interest in and under the BD Assigned IP Rights to have and hold, for itself and for its successors and assigns forever.




(ii) PCT shall, within ninety (90) days of the date of this Agreement, use commercially reasonable efforts to irrevocably bargain, sell, grant,
convey, assign, transfer, and deliver to the Company, and the Company shall irrevocably bargain, purchase, accept and assume all of PCT’s licensed patent rights and
other intellectual property rights and related rights, obligations and interest in and under the agreements described on Schedule A as the “Life Technologies Intellectual
Property Rights and Related Rights and Obligations” (the “PCT Assigned Rights”) to have and hold, for itself and for its successors and assigns forever.

(c) The Parties intend that the contributions of property to the Company by BD and PCT pursuant to Section 1(b) of this Agreement shall each
constitute a tax-free exchange under Section 351 of the Internal Revenue Code.

(d) Commercially Reasonable Efforts. Following the assignment and transfer of BD Assigned IP
Rights as set forth above, the Company will use commercially reasonable efforts to perform the activities set forth in Schedule B (the “Activities”). Upon completion of
the Activities, the Company will progress to clinical trials in a timely manner. In the event that the Company fails to use commercially reasonable efforts to perform the
Activities and does not address such failure within thirty (30) days of written notice from BD, BD may, at its option, request the Company to assign to it, in whole or in
part, the BD Assigned IP Rights.

2. Acknowledgements. BD hereby acknowledges and understands that:

(a) In selling the Shares to BD, the Company is relying upon BD’s representation and warranty set forth herein that BD is an
accredited investor, as defined in the Securities Act of 1933, as amended (the “Securities Act”).

(b) An investment in the Shares is speculative in nature and involves a high degree of risk and, therefore, BD is assuming a
substantial risk of its entire investment in the Company.

(c) No federal or state agency has made any finding or determination as to the fairness of an investment in the Company, or any
recommendation or endorsement thereof. BD acknowledges that the Company has made available to it at a reasonable time prior to its investment the opportunity to ask
questions and receive answers concerning the terms and conditions of BD’s investment and to obtain any additional information which the Company possesses or can
acquire without unreasonable effort or expense that is relevant to BD’s decision to make the investment.




(d) The Shares have not been registered under the Securities Act or any state securities law, and the Company has made no undertaking
to effect any such registration. Accordingly, BD must bear the economic risk of the investment indefinitely because none of the Shares may be sold or otherwise
disposed of, and (without limiting any restrictions contained in the Certificate) the Company will not transfer any of the Shares on its books, unless such Shares are
subsequently registered under the Securities Act and any applicable state securities law or with the Company’s consent pursuant to the Stockholders’
Agreement. Further, there is no present public market for the Shares and there can be no assurance that a market for the Shares or any other securities of the Company
will ever develop.

(e) The certificate(s) evidencing the Shares will contain legends substantially as follows:

THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED, OR APPLICABLE STATE SECURITIES LAWS, AND MAY NOT BE SOLD,

TRANSFERRED, MADE SUBJECT TO A SECURITY INTEREST, PLEDGED, HYPOTHECATED OR OTHERWISE
DISPOSED OF UNLESS AND UNTIL REGISTERED UNDER SAID ACT AND SUCH LAWS, OR AS OTHERWISE SET
FORTH HEREIN AND IN THE STOCKHOLDERS’ AGREEMENT OF THE COMPANY, AS MAY BE AMENDED

FROM TIME TO TIME. THE CORPORATION WILL FURNISH A COPY OF SAID STOCKHOLDERS’ AGREEMENT
TO THE HOLDER HEREOF UPON WRITTEN REQUEST AND WITHOUT CHARGE.

3. Representations and Warranties of BD. BD hereby represents and warrants that:

(a) BD is duly incorporated and existing in the State of New Jersey and it has full power and authority, and has taken all corporate
action necessary, to execute and deliver this Agreement and to consummate the transactions contemplated hereby.

(b) This Agreement constitutes the valid and legally binding obligation of BD, enforceable against BD in accordance with its terms,
subject to the effect of bankruptcy, insolvency, reorganization and other similar laws relating to or affecting the rights of creditors generally. The execution and delivery
of this Agreement and the consummation of the transactions contemplated hereby will not conflict with or result in any violation of or default under any provision of any
authorizing or governing document of BD, or any mortgage, indenture, lease or other agreement or instrument, statute, law, ordinance, rule, regulation, judgment, order,
decree, permit, concession, grant, franchise or license applicable to BD.




(c) The Company has made available to BD all documents that BD has requested relating to the Company and has provided answers to
all of BD’s questions concerning BD’s investment. BD is an “accredited investor” as defined in the Securities Act, has sufficient knowledge and experience in financial
and business matters to be capable of evaluating the merits and risks of an investment in the Company, and has received adequate information regarding the Company
for purposes of evaluating the suitability of BD’s investment in the Company.

(d) BD is acquiring the Shares for its own account for investment and not with a view to their resale or distribution. BD has no need
for liquidity in this investment and is financially able to bear the economic risk of this investment, including the ability to hold the Shares indefinitely or to afford a
complete loss of BD’s investment in the Shares.

(e) BD understands that, in the view of the Securities and Exchange Commission, a purchase now with a present intent to resell by
reason of a foreseeable specific contingency or any anticipated change in the market value, or in the condition of the Company, or that of the industry in which the
business of the Company is engaged or in connection with a contemplated liquidation, or in the settlement of any loan obtained by the undersigned for the acquisition of
the Shares, or for which such Shares may be pledged as security or as donations to religious or charitable institutions for the purpose of securing a deduction on an
income tax return would, in fact, represent a purchase with an intent inconsistent with BD’s representations to the Company. The Securities and Exchange Commission
would then regard such sale as one for which no exemption from registration is available.

() BD has provided or obtained all necessary notices to, or consents, authorizations or approvals of, any third party or governmental
authority that are required for the due execution, delivery and performance of this Agreement, including, without limitation, the assignment of the BD Assigned IP
Rights, and no other notices, consents, authorizations or approvals of any third party or governmental authority are required for BD to execute and deliver this
Agreement.

(g) BD possesses all necessary rights to hold and use the BD Assigned IP Rights and to assign them as contemplated by this
Agreement. To the knowledge of BD, the BD Assigned IP Rights are free and clear of any lien, encumbrance or other adverse claim.

(h) BD has not been the subject of any pending or, to the knowledge of BD, threatened legal proceedings which involve a claim of
infringement, misappropriation, unauthorized use or violation of any intellectual property rights of any third party or challenging BD’s use, validity or enforceability of
the BD Assigned IP Rights. BD has not received notice of any such threatened claim and to the knowledge of BD, there are no facts or circumstances that would form
the basis for any such claim. All of BD’s rights in and to BD Assigned IP Rights are valid and enforceable in all material respects.

(i) The Company acknowledges that USC has indicated that, based on certain alleged breaches of the license agreement between USC and ExCell, that USC may have
a right to terminate such agreement with ExCell. Notwithstanding any language to the contrary herein, BD is not making any representation or warranty as to any rights
by USC to terminate its license agreement with ExCell, the exercise of such rights by USC and the implications thereof to the License Agreement between ExCell and
BD referenced in Section B.1 of Schedule A, which is being assigned by BD to the Company hereunder.




G) The Company further acknowledges that that USC consents to the assignment and assumption of the License Agreement by and between ExCell Therapeutics,
LLC and Becton, Dickinson and Company, dated as of September 16, 2005, as amended August 31, 2007 on the terms set forth in the in the letter dated simultaneously
herewith, a copy of which is attached as Schedule C.

4. Representations and Warranties of Company.

(a) The Company is duly incorporated and existing in the State of Delaware and it has full power and authority, and has taken all corporate action necessary, to
execute and deliver this Agreement and to consummate the transactions contemplated hereby.

(b) This Agreement constitutes the valid and legally binding obligation of the Company, enforceable against the Company in accordance with its terms, subject to
the effect of bankruptcy, insolvency, reorganization and other similar laws relating to or affecting the rights of creditors generally. The execution and delivery of this
Agreement and the consummation of the transactions contemplated hereby will not conflict with or result in any violation of or default under any provision of any
authorizing or governing document of the Company, or any mortgage, indenture, lease or other agreement or instrument, statute, law, ordinance, rule, regulation,
judgment, order, decree, permit, concession, grant, franchise or license applicable to the Company.

5. Representations and Warranties of PCT.

(a) PCT is duly incorporated and existing in the State of Delaware and it has full power and authority, and has taken all corporate action necessary, to execute and
deliver this Agreement and to consummate the transactions contemplated hereby.

(b) This Agreement constitutes the valid and legally binding obligation of PCT, enforceable against PCT in accordance with its terms, subject to the effect of
bankruptcy, insolvency, reorganization and other similar laws relating to or affecting the rights of creditors generally. The execution and delivery of this Agreement and
the consummation of the transactions contemplated hereby will not conflict with or result in any violation of or default under any provision of any authorizing or
governing document of PCT, or any mortgage, indenture, lease or other agreement or instrument, statute, law, ordinance, rule, regulation, judgment, order, decree,
permit, concession, grant, franchise or license applicable to PCT.

6. Indemnification.

(a) By BD. BD hereby agrees to indemnify, defend and hold harmless the Company, its affiliates and their officers, directors, employees, agents and
representatives (each a “Company Indemnified Party”) from and against all demands, claims, actions or causes of action, litigation, assessments, judgments, damages,
liabilities, reasonable attorneys’ fees, expenses, interest, and penalties (collectively “Damages”), resulting to, imposed upon or incurred by a Company Indemnified
Party by reason of or resulting from: (i) a breach of any representation or warranty of BD set forth in this Agreement, including, without limitation with respect to the
BD Assigned IP Rights; and (ii) any failure of BD to perform or observe any covenant or obligation of BD set forth in this Agreement.




(b) By the Company. The Company hereby agrees to indemnify, defend and hold harmless BD, its affiliates and their officers, directors, employees, agents and
representatives (each a “BD Indemnified Party”) from and against all Damages resulting to, imposed upon or incurred by a BD Indemnified Party by reason of or
resulting from: (i) a breach of any representation or warranty of the Company set forth in this Agreement; and (ii) any failure of the Company to perform or observe any
covenant or obligation of the Company set forth in this Agreement.

(¢) By PCT. PCT hereby agrees to indemnify, defend and hold harmless each Company Indemnified Party from and against all Damages resulting to, imposed
upon or incurred by a Company Indemnified Party by reason of or resulting from: (i) a breach of any representation or warranty of PCT set forth in this Agreement,
including, without limitation with respect to the PCT Assigned IP Rights; and (ii) any failure of PCT to perform or observe any covenant or obligation of PCT set forth
in this Agreement.

(d) Indemnification Process. Each Party shall give the other Party prompt written notice of any event or assertion of which such Party obtains knowledge
concerning any Damages and as to which a Party may request indemnification hereunder, provided, however, that failure to give such notice will not affect the
indemnified Party’s rights furnished hereunder unless, and then solely to the extent that, the rights of the indemnifying Party are materially prejudiced as a result of such
failure. The Parties shall cooperate with each other in determining the validity of any claim or assertion requiring indemnity hereunder and in defending against third
parties with respect to the same. The defense of such litigation shall be within the control of the indemnifying Party; provided, however, that the indemnifying Party’s
choice of counsel shall be reasonably satisfactory to the Party seeking indemnification. The indemnified Party may participate in the defense of any claim or assertion
requiring indemnity hereunder and, in such event, such Party shall cooperate fully in connection therewith. If the indemnifying Party fails to perform any of its
obligations under this Section 5, then the other Party may directly assume the defense of the claim or assertion at issue, and the indemnifying Party shall promptly
reimburse the other Party for all costs and expenses (including, without limitation, reasonable attorneys’ fees and expenses) incurred in connection therewith. The
Parties hereby agree not to settle or compromise any such third-party suit, claim or proceeding without prior written consent of the Party seeking indemnification, which
consent shall not be unreasonably withheld.

7. General

(a) Further Assurances. The Parties agree to execute any and all such other and further instruments and documents, and to take any and all such further actions,
reasonably required to effectuate this Agreement and the intent and purposes hereof.




(b) Governing Law; Venue. The corporate law of the State of Delaware shall govern all issues and questions concerning the relative
rights of the Company and BD and PCT as stockholders therein. All other issues and questions concerning the construction, validity, interpretation and enforcement of
this Agreement hereto shall be governed by, and construed in accordance with the laws of the State of New Jersey without giving effect to principles of conflicts of laws,
and shall be binding upon BD’s legal representatives and permitted successors and assigns. Any Party to this Agreement shall be entitled to bring an action to enforce
any provision of, or based on any right arising out of, relating to or in connection with this Agreement, in any court having competent jurisdiction in the State of New
Jersey. Each Party expressly agrees to waive any challenge to either jurisdiction or venue in any of the aforementioned courts.

(¢) No Assignment. This Agreement shall bind and inure to the benefit of the Parties and their respective permitted successors and assigns. Neither Party may
assign any rights, benefits, duties or obligations under this Agreement without the prior written consent of the other Party. No third party shall be entitled to enforce any
provision hereof and no third party is intended to benefit from this Agreement.

(d) Amendments and Waivers. This Agreement may not be amended, modified or supplemented except by a written instrument executed by the Parties. No
provision of this Agreement may be waived except by an instrument in writing executed by the Party authorized to grant the waiver. The waiver by either Party of a
breach of any provision of this Agreement shall not operate or be construed as a waiver of any other or subsequent breach of the same or another provision. No failure
on the part of either Party to exercise, and no delay in exercising, any right, power or remedy hereunder shall operate as a waiver thereof, nor shall any single or partial
exercise of such right, power or remedy by such Party preclude any other or further exercise thereof or the exercise of any other right, power or remedy.

(e) Notices. All notices, requests, demands and other communications which are required or may be given under this Agreement shall be in writing and shall be
mailed via certified mail, return receipt requested, sent via a nationally-recognized overnight courier service or faxed. All such notices shall be deemed to have been
duly given or made on the day of delivery (with delivery confirmed by such return receipt, courier service or fax transmission report). All notices, requests and demands
are to be given or made to the parties at the addresses set forth herein or such other address specified in a notice given pursuant hereto as follows:

If to the Company: Athelos Corporation
c/o Progenitor Cell Therapy, LLC
4 Pearl Court, Suite C
Allendale, NJ 07401
Attention: Robert A. Preti, Ph.D.
Facsimile: (201) 996-9246

If to BD: Becton Dickinson and Company
1 Becton Drive
Franklin Lakes, NJ 07410
Attention: General Counsel
Facsimile: (201) 848-8698




Ifto PCT: Progenitor Cell Therapy, LLC
4 Pearl Court, Suite C
Allendale, NJ 07401
Attention: Andrew Pecora, M.D.
Facsimile: (201) 996-9246

A Party may change its address by notice given pursuant to this Section 7(e).

(f) Entire Agreement. This Agreement and the documents referred to herein contain the entire agreement and understanding between the Parties with respect to
the transactions contemplated hereby and supersede all other agreements, understandings and undertakings between the Parties on the subject matter hereof.

(g) Facsimile: Counterparts. This Agreement may be executed by either or both of the Parties via facsimile. Facsimile transmissions of any executed original
document and/or retransmission of any executed facsimile transmission shall be deemed to be the same as the delivery of an executed original. At the request of any
Party, the other Party shall confirm facsimile transmissions by executing duplicate original documents and delivering the same to the requesting Party. This Agreement
may be executed in counterparts, each of which shall be deemed an original, but which, together, shall constitute one and the same instrument.




IN WITNESS WHEREOF, the Parties hereto have executed this Agreement as of the date first above written.

ATHELOS CORPORATION

By:  /s/Robert A. Preti
Robert A. Preti

Its:  President

PROGENITOR CELL THERAPY, LLC

By:  /s/ Andrew Pecora, M.D.
Andrew Pecora, M.D.

Its:  Chief Medical Officer

BECTON, DICKINSON AND COMPANY

By: /s/Robert Hallenbeck
Robert Hallenbeck

Its: VP Advanced Bioprocessing




STOCKHOLDERS’ AGREEMENT

This STOCKHOLDERS’ AGREEMENT (the “Agreement”) is made as of March 28, 2011, by and amongATHELOS CORPORATION, a Delaware corporation
(the “Company”) PROGENITOR CELL THERAPY, LLC, a Delaware limited liability company (“PCT”), and BECTON, DICKINSON AND COMPANY, a New
Jersey corporation (“BD”) (PCT and BD are referred to together as the “Stockholders,” and each as a “Stockholder”).

1. Stockholders. Each Stockholder holds shares of Common Stock of the Company (the “Shares”) in the amounts set forth onExhibit A hereto, as may
be updated from time to time by the Company to include any additional Shares issued or transferred to either or both Stockholders.

2. Transfers. Until such time as the Shares are registered under the Securities Act of 1933, as amended (the “Securities Act”), or as expressly provided
in this Agreement, neither Stockholder shall sell, assign, transfer, give, bequeath, devise, donate or otherwise dispose of, or pledge, deposit or otherwise encumber, in
any way or manner whatsoever, whether voluntary or involuntary any legal or beneficial interest in any of the Shares now or hereafter owned (of record or beneficially)
by such Stockholder except with the prior written consent of the Company and following the Company’s receipt of a written opinion of counsel reasonably satisfactory
to the Company that an exemption from such registration is available.

3. Anti-Dilution Rights.

(a) With respect to the first Five Million Dollars ($5,000,000) of investment in the Company following the date hereof, BD shall have certain anti-dilution
rights as follows:

i) If the investment is by PCT, then, with respect to amounts up to and including the first Three Million Dollars ($3,000,000) of investment from PCT,
the Shares owned by PCT (and BD) shall remain as set forth on Exhibit A as of the date first set forth above and neither PCT nor BD shall receive additional Shares or
other equity nor have its respective percentage ownership of the Company increase or decrease. Instead, PCT shall have additional basis in its Shares as of the date
hereof in the amount of such additional capital. With respect to amounts invested by PCT up to and including the next Two Million Dollars ($2,000,000), to the extent
that the total investment by PCT following the date of this Agreement has not exceeded Five Million Dollars ($5,000,000), BD shall be diluted proportionately,
provided, however, that the ownership of BD shall not be reduced to less than ten percent (10%) of the total Shares outstanding based on the additional investment.

(ii) If the investment is by any third party other than PCT, then, with respect to amounts up to and including the first Five Million Dollars ($5,000,000) of
such investment, the Stockholders shall be diluted proportionately, provided, however, that the ownership of BD shall not be reduced to less than ten percent (10%) of
the total Shares outstanding based on such third party investment. If, based on the valuation used in such investment, such investment would otherwise dilute the
ownership of BD below such threshold, PCT shall transfer such number of its Shares to BD as necessary to maintain the ownership of BD at ten percent (10%) of the
issued and outstanding shares of Common Stock following the closing of such investment.




(b) Once the Company has received a total of Five Million Dollars ($5,000,000) of investment following the date of this Agreement, whether from PCT
or any third parties, or a combination thereof, BD shall not have any special anti-dilution rights and all the Stockholders shall be diluted proportionately based on any
investment thereafter, except to the extent that the Stockholder(s) are participating in the investment.

4, Board of Directors.

(a) The number of the directors appointed to the Board shall be in accordance with the Bylaws of the Company, as may be amended from time to time. In any
election of directors of the Company, the Stockholders shall vote such number of Shares then owned by them (or as to which they then have voting power) as may be
necessary to elect the individuals nominated by PCT to the Board.

(b) BD shall have the right to appoint one non-voting observer (the “Observer”) who is entitled to observe the Board, and who shall receive notice of all board
meetings and copies of any materials as and when provided to the Board; provided, however, that the Company reserves the right to withhold any information or to
exclude the Observer from any meeting or portion thereof if the Company reasonably believes that withholding such information or excluding such representative is
necessary to preserve the attorney-client privilege between the Company and its counsel, to protect confidential or proprietary information or for other similar reasons, or
if BD or the Observer is a competitor of the Company, as determined by the Company in its reasonable discretion. BD may, at anytime, and from time to time, remove
and replace the Observer by providing prior written notice to the Company.

5. General.

(a) Further Assurances. The Company and the Stockholders each agree to execute any and all such other and further instruments and
documents, and to take any and all such further actions, reasonably required to effectuate this Agreement and the intent and purposes hereof.

(b) Governing Law; Venue. The corporate law of the State of Delaware shall govern all issues and questions concerning the relative rights of the
Company and the Stockholders. All other issues and questions concerning the construction, validity, interpretation and enforcement of this Agreement hereto shall be
governed by, and construed in accordance with the laws of the State of New Jersey without giving effect to principles of conflicts of laws, and shall be binding upon the
Company, the Stockholders and their legal representatives and permitted successors and assigns. The Company and each Stockholder shall be entitled to bring an action
to enforce any provision of, or based on any right arising out of, relating to or in connection with this Agreement, in any court having competent jurisdiction in the State
of New Jersey. The Company and each Stockholder expressly agrees to waive any challenge to either jurisdiction or venue in any of the aforementioned courts.




(c) No Assignment. This Agreement shall bind and inure to the benefit of the Parties and their respective permitted successors and assignees. Neither Party may
assign any rights, benefits, duties or obligations under this Agreement without the prior written consent of the other Party. No third party shall be entitled to enforce any
provision hereof and no third party is intended to benefit from this Agreement.

(d) Amendments and Waivers. This Agreement may not be amended, modified or supplemented except by a written instrument executed by the Company and
each of the Stockholders. No provision of this Agreement may be waived except by an instrument in writing executed by the party authorized to grant the waiver. The
waiver by any party hereto of a breach of any provision of this Agreement shall not operate or be construed as a waiver of any other or subsequent breach of the same or
another provision. No failure on the part of any party to exercise, and no delay in exercising, any right, power or remedy hereunder shall operate as a waiver thereof, nor
shall any single or partial exercise of such right, power or remedy by such party preclude any other or further exercise thereof or the exercise of any other right, power or
remedy.

(e) Notices. All notices, requests, demands and other communications which are required or may be given under this Agreement shall be in writing and shall be
mailed via certified mail, return receipt requested, sent via a nationally-recognized overnight courier service or faxed. All such notices shall be deemed to have been
duly given or made on the day of delivery (with delivery confirmed by such return receipt, courier service or fax transmission report). All notices, requests and demands
are to be given or made to the parties at the addresses set forth herein or such other address specified in a notice given pursuant hereto, with copies to the attorneys for
the respective parties, as follows:

If to the Company: Athelos Corporation
c/o Progenitor Cell Therapy, LLC
4 Pearl Court, Suite C
Allendale, NJ 07401
Attention: Robert A. Preti, Ph.D.
Facsimile: (201) 996-9246

If to PCT: Progenitor Cell Therapy, LLC
4 Pearl Court, Suite C
Allendale, NJ 07401
Attention: Andrew Pecora, M.D.
Facsimile: (201) 996-9246

If to BD: Becton Dickinson and Company
1 Becton Drive
Franklin Lakes, NJ 07410
Attention: General Counsel
Facsimile: 201-848-9228




Any party may change its address by notice given pursuant to this Section 5(e).

(f) Entire Agreement. This Agreement and the documents referred to herein contain the entire agreement and understanding among the parties with respect to the
transactions contemplated hereby and supersede all other agreements, understandings and undertakings between the parties on the subject matter hereof.

(g) Facsimile; Counterparts. This Agreement may be executed by one or more of the parties via facsimile. Facsimile transmissions of any executed original
document and/or retransmission of any executed facsimile transmission shall be deemed to be the same as the delivery of an executed original. This Agreement may be
executed in counterparts, each of which shall be deemed an original, but all of which together shall constitute one and the same instrument.




IN WITNESS WHEREOF, the parties have executed this Stockholders” Agreement as of the date first above written.

ATHELOS CORPORATION

By /s/ Robert A. Preti
Name: Robert A. Preti

Title: President
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STOCKHOLDER:

PROGENITOR CELL THERAPY LLC

By /s/ Andrew Pecora, M.D

Andrew Pecora, M.D.

Title: Chief Medical Officer

STOCKHOLDER:

BECTON, DICKINSON AND COMPANY

By /s/ Robert M. Hallenbeck

Robert M. Hallenbeck

Title: Vice President, Advanced Bioprocessing




EXHIBIT A

STOCKHOLDERS OF ATHELOS CORPORATION

Common Stock

STOCKHOLDER No. Shares of Common Stock Percentage Held
Progenitor Cell Therapy LLC 801 80.1%
Becton Dickinson & Company 199 19.9%
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Tianjin Niou Biotechnology Co., Ltd.

NeoStem (China), Inc.

and

The Shareholder of Tianjin Niou Biotechnology Co., Ltd.

May 14™,2011
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Consigned Management and Technology Service Agreement

This Consigned Management and Technology Service Agreement (“this Agreement”)
is entered into on May 14", 2011 between the following Parties:

(1) Tianjin Niou Biotechnology Co., Ltd. (“Party A™) is a limited liability company,
duly incorporated in Tianjin City, People’s Republic of China (*PRC”) whose
legal address is: Room 2085, Torch Building, No. 2. Huatiandao, Huayuan
Industrial District, Tianjin City, China

(2) NeoStem (China), Inc. (“Party B”), is a wholly foreign owned enterprise
(“WFOE") and duly incorporated under PRC Laws, whose registered address is
Room 403A, Building C, No.12 XiangGangZhong Road, Shinan District, Qingdao
City.

(3) Sole shareholder of Tianjin Niou Biotechnology Co., Ltd. (the “Sharcholder™)

Name of the | Shareholding I Card No. Contact Address
hold
Sharcholder Ratio (%)
Xinyang Rd 1# Hanyang District,
Fu Jihua 100 Wuhan City, Hubei Province,
China

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

WHEREAS:

(1) Party A’s business scope is as follows: development, consultation, service and
transfer of biotechnology; import and export of goods and technology, lease of
mechanical equipment (The aforesaid business scope should be operated with
relevant permits if such permits arc required and within valid business operation
term; and if there is any specialty or exclusive operation required by national
regulations, such national regulations must be complied with.).

(2) Party B's business scope is the research & development, transfer and
technological consultation service of biotech 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 sales of machines and equipments (the
import and export do not involve the goods specifically stipulated in/by
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statc-operated trade, import & export quota license, export quota bidding, export
permit, etc.) (The aforesaid business scope should be operated with relevant
permits if such permits are required);

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

(4) The Sharcholder holds 100% of equity interests of Party A.
NOW THEREFORE, the Parties hereby agree through friendly negotiation as follows:
Article 1 Definition

1.1 *PRC” refers to the People’s Republic of China, for the purpose of this Agreement,
excluding the Hong Kong Special Administrative Region, Macao Special
Administrative Region and Taiwan Province;

1.2 “PRC Laws" refers to all PRC laws, administrative regulations and government
rules in effect;

1.3 “RMB” refers to the legal currency within the PRC;

1.4 “Party A Staff” refers to the senior management staff of Party A and the manager
of each plant;

1.5 “Consigned Management and Technology Service Fee” or “Consideration” refers
to the consideration as defined in Article 3.1 and paid to Party B by Party A.

Article 2 Contents of Consigned Management and Technology Services
2.1 Contents of Consigned Management Services
2.1.1 Business Management Services

2.1.1.1 Target

Provide services on management and stafl training so as to enhance the
professional management and eventually promote economic achievement of
Party A.

2.1.1.2 Contents

(1) Training to Party A Staff

A. Latest biotech industry knowledge training

B. Related operating methods and skills training

C. Preserve and maintenance of equipments training
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D. Management principals and skills training

(2) Business Management

A. Procedure management

B. Operation and technology management
C. Equipment management

D. Field management

E. Quality management

F. Sales and Marketing management

G Service management

2.1.2 Advertising and Development Services
2.1.2.1 Target

Improve the economic benefits of the Company, ensure the healthy development
of the Company, improve the fame of the Company, establish the image of the
Company, gain the good reputation, contribute to the public welfare, and expand
the popularity of the Company.

2.1.2.2 Contents of Service

(1) Advertising Services

A. Products planning

B. Price planning

E. Sales planning

F. Advertising planning

G. Marketing planning

H. Promotion planning

1. Public relation planning

J. Brand planning

K. Corporate image planning

(2) Development Services

A. Conduct research on the market and provide suggestions on the selection
of location and layout of new businesses;

B. Conduct research on the impressions of customers, and provide

suggestions for perfection of customer services in accordance with the
results of that research.

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

2.1.3 Human Resources Management Services
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2.1.3.1 Target: Achieve the proper distribution of human resources, maintain the
stability of the management team, and stimulate the employees to
positively work so as to increase the economic achievement.

2.1.3.2 Contents of Service

(1) Recommend and nominate the candidates of senior management staff of
Party A, and Party A shall appoint such candidates in accordance with the
requirement of the position;

(2) Facilitate to perfect the organizational structure to improve the effects of
the management;

(3) Establish the labor management system for Party A, including, but without
limitation, employment policies, training, systems of leaves and vocations,
overtime working, resignation, demission and etc.;

(4) Complete the employees’ salary system including its senior management
staff;

(5) Facilitate to complete the working effectiveness assessment system of the
employees and perfect the salary incentive system;

{6) Provide training of labor management in the human resources department
of Party A;

(7) Provide consultancy services to Party A in relation to the labor policies and
social insurance;

(8) Facilitate Party A to standardize the management of human resources and
establishment of related system.

2.1.4 Internal Control Services

Party B shall assist Party A to establish internal control system and provide the
proper suggestions on the following systems:

(1) Rules for stamp usage

(2) Rules for receipts and checks

(3) Rules of budgeting management
(4) Assets management system

(5) Quality management system

(6) Authorization and agency system

2.2 Contents of Technology Services

2.2.1 Select, purchase and update the proper software in accordance with practical
requirements of Party A with respect to human resources and business
management, ete., and conduct training on the use of such software, and provide
relevant consulting services.
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2.2.2 Assist with other related systems and software in accordance with the specific
requirements of Party A, and the relative costs shall be borne by Party A.

2.2.3 If necessary, seck qualified network service companies to provide services to
Party A with respect to its application for the domain name and design of
website, assist Party A in communication with the network service company on
matters relating to the domain name and website.

2.2.4 Assist with the computers, server and other facilities in accordance with the
requirements of Party A.

2.2.5 Make periodic maintenance and necessary update on hardware facilities in
accordance with the requirements of Party A.

2.2.6 Conduct technology training of the technical employees of Party A.

(1) Conduct training to Party A for the operation of technologies with regard to
latest bio-technologies, regenerative medical technologies, anti-aging
technologies, ete.

(2) Conduct training to Party A with regard to research and development of
relevant technologies.

(3) Strengthen the training of Party A’s staff to use new apparatus and
equipments, quickly apply the new equipments into research and operation,
and improve the capacity and efficiency.

2.2.7 In the event of occurrence of technical problems of Party A, Party B shall
designate relevant stalf to perform on-site research for assisting Party A to
resolve such problems if necessary.

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

If such development is conducted on the basis of Party A’s intellectual property,
Party A shall ensure that such intellectual property is clear and free from any lien
or encumbrance or license, or Party A shall indemnify Party B any and all
damages incurred thereby. In case Party B shall be liable to any third party by
reason thereof, Party B shall be compensated in full by Party A as long as Party
B has compensated the third party.
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Article 3 Consigned Management and Technology Service Fee

3.1 Party A shall pay the Consigned Management and Technology Service Fee, equal
to 51-90% % of its total annual after-tax profit on a yearly basis as the Consideration
of services provided Party B as set forth in Article 2 hereunder.

3.2 Party A shall pay to Party B the last year’s Consigned Management and
Technology Service Fee before each calendar day of January 31%,

3.3 Whereas the daily business operations of Party A shall bear a material impact on
its capacity to make the payments due to Party B, the Sharcholders of Party A jointly
agree that they will immediately and unconditionally pay or transfer to Party B any
bonus, dividends or any other incomes or benefits (regardless of the forms) obtained
from Party A as the shareholders of Party A at the time when such payables occur and
provide all necessary documents or take all necessary actions required by Party B to
realize such payment or transfer .

3.4 Party B shall be entitled to request Party A in writing to adjust the Consideration
in accordance with the quantity and quality of the consigned services. The Parties
shall positively negotiate with each other in respect of the Consigned Management
and Technology Service Fee, and Party A shall agree with such adjustment,

Avrticle 4 Warranties and Undertakings by Party A

4.1 Within the term of this Agreement, Party B shall be the entity exclusively
consigned by Party A to provide the services as set forth in Article 2 hereunder, and
Party A shall not consign any other entities to provide to Party A any services same as
or similar with those services provided in Article 2 hereunder.

4.2 Without the prior written consent by Party B, Party A shall not change its business
target.

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

4.4 Without the prior written consent by Party B, Party A shall not change its internal
control system.

4.5 Without the prior written consent by Party B, Party A shall not change its internal
organization.

4.6 Without the prior written consent by Party B, Party A shall not replace any senior
management staff itself.
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4.7 Party A shall provide Party B information regarding the business operation,
management and finance of Party A.

4.8 Party A shall promptly and proactively notify Party B of any matters that
adversely affect Party A.

49 Party A shall give full cooperation to Party B, and provide assistance and
convenience to Party B for its on-site working, and shall not hinder Party B to provide
services as set forth in Article 2 hercunder.

4.10 Party A shall promptly make full payment of Consigned Management and
Technology Service Fee to Party B in accordance with the provisions hereunder.

4,11 Without the prior written consent by Party B, Party A shall not take any action
that would materially affect Party B’s rights and interests hereunder.

Article 5 Warrants and Undertakings by Party B

5.1 Party B shall take advantage of its capacity and resources to provide the services
as stipulated in Article 2 hereunder.

5.2 Party B shall timely adjust and improve the services in accordance with the
practical request from Party A.

5.3 In the event that Party B proposes to provide services to any other entities engaged
in similar business as Party A, it shall give prior notice to Party A and strictly keep the
confidential information obtained during the course of providing services to Party A,

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

Article 6 Guaranty for this Agreement

6.1 To secure the performance of the obligations assumed by Party A hereunder,
Shareholder agree to pledge all their equity interests in Party A to Party B, and the
Parties agree to execute the Equity Pledge Agreement with respect thercto.

Article 7 Taxes and Expenses

7.1 The Parties shall pay, in accordance with relevant PRC laws and regulations, their

respective taxes and fees arising from the execution and performance of this
Agreement.
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Article 8 Assipnment of the Agreement

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

8.2 The Partics agree that Party B shall be entitled to transfer, at its own discretion,
any or all of its rights and obligations under this Agreement to any third party upon a
six (6) —day written notice to Party A.

Article 9 Liability of Breach

9.1 If Party A fails to duly pay the Consigned Management and Technology Service
Fee in accordance with the provisions of Article 3 hereunder, then Party A shall pay
the liguidated damage per day equal to 0.03% of the unpaid Consideration which falls
due; if any delay of payment amounts to sixty (60) days, then Party B shall be entitled
to exercise the right of pledge under the Equity Pledge Agreement.

9.2 If Party A violates its representations and warranties hereunder and fails to redress
such violation within sixty (60) days upon receipt of written notice from Party B,
Party B shall be entitled to exercise the right of pledge under the Equity Pledge
Agreement.

9.3 If Party B is in non-performance, or incomplete performance of this Agreement, or
is otherwise in default of any of its representations and warranties hereunder, Party A
shall be entitled to request Party B to redress its default.

Article 10 Indemnification

Party B shall indemnify and hold the Sharcholder harmless from and against all
personal liabilities incurred by the Shareholder beyond the amount of Party As
registered capital arising from the management and operation of Party A under this
Agreement.

The Party B covenants to the Party A that all the provided services, management and
operation shall be in compliance with PRC laws, and all responsibilities due to
non-compliance shall be assumed by the Party B. The Party B hereby covenants to the
Party A that, in the event that the Company suffers any losses due to the Party A’s
exercise of Party B’s instructions, the Party A shall no assume any responsibilities.
Party B further covenanis to the Party A that, in the event that Party A suffers any
losses due to the Party A’s exercise of Party B's instructions, the Party B shall be
responsible for compensating all losses suffered by Party A

Article 11 Effect, Modification and Cancellation
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11.1 This Agreement shall take effect on the day of execution hereof, and the valid
term hereof shall be expired upon the day of completion of the acquisition of all or the
substantial part of assets or the equity of Party A by Party B or its designated third
party.

11.2 The modification of this Agreement shall not be effective without written
agreement of the Parties through negotiation. If the Parties could not reach an
agreement, this Agreement remains effective.

11.3 This Agreement shall not be discharged or canceled without written agreement of
the Parties through negotiation, provided Party B may, by giving a thirty (30)-day
prior notice to the other Parties hereto, terminate this Agreement.

Article 12 Confidentiality

12.1 Any information, documents, data and all other materials (herein “Confidential
Information™) arising out of the negotiation, signing, content and implementing of this
Agreement, shall be kept in strict confidentiality by the Parties. Without the written
approval by the other Parties, none of the Parties shall disclose to any third party any
confidential information, but the following shall not be considered to be “confidential
information™:

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

(2) The materials required to be disclosed subject to the applicable laws or the
rules or provisions of any stock exchange; or

(3) The materials disclosed by each Party to its legal or financial consultants
relating the transactions under this Agreement, provided the legal or financial
consultants shall comply with the confidentiality set forth in this Section. The
disclosure of the Confidential Information by staff or employed institution of any
Party shall be deemed as the disclosure of Confidential Information by such Party, and
such Party shall bear the liabilities for breaching the contract.

12.2 If this Agreement is terminated or becomes invalid or unenforceable, the validity
and enforceability of Article 11 shall not be affected or impaired.

Article 13 Force Majeure

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

13.2 If an event of force majeure occurs, any of the Parties who is prevented from
performing its obligations under this Agreement by an event of force majeure shall
notify the other Party without delay and within fifteen (15) days of the event provide
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detailed information about and notarized documents evidencing the event and take
appropriate means to minimize or remove the negative effects of force majeure on the
other Parties, and shall not assume the liabilities for breaching this Agreement. The
Parties shall keep on performing this Agreement after the event of force majeure
disappears.

Article 14 Governing Law and Dispute Resolution

14.1 The effectiveness, interpretation, implementation and dispute-resolution related
to this Agreement shall be governed under the PRC Laws.

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

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

Article 15 Miscellaneous

15.1 The Parties acknowledge that this Agreement constitutes the entire agreement of
the Parties with respect to the subject matters therein and supersedes and replaces all
prior or contemporaneous oral or written agreements and understandings.

152 This Agreement shall bind and benefit the successor of each Party and the
transferee permitted hereunder with the same rights and obligations as if such
successor or transferee were an original party hereof.

15.3 Any notice required to be given or delivered to the Parties hereunder shall be in
writing and delivered to the address as indicated below or such other address or as
such party may designate, in writing, from time to time. All notices shall be deemed to
have been given or delivered upon by personal delivery, fax and registered mail. It
shall be deemed to be delivered upon: (1) registered air mail: five (5) business days
after deposit in the mail; (2) personal delivery and fax: the next business day afler
transmission. If the notice is delivered by fax, it should be confirmed by original
through registered air mail or personal delivery:

Party A:

Contact person: Fu Jihua

Address: Room 2085, Torch Building, No. 2. Huatiandao, Huayuan
Industrial Distriet, Tianjin City, China

Tel:
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Fax:

Party B:

Contact person: Zhang Yeyan
Address:

Tel:

Fax:

The Shareholder

Contact person: Fu Jihua

Address: Xinyang Rd 1#,Hanyang District, Wuhan City, Hubei Province,
China

Tel:

Fax:

15.4 This Agreement is executed in four (4) originals with each of the person for
signing this Agreement holding one original, and one (1) submitting to the
governmental authority for filing. Each of originals shall be equally valid and
authentic. In the event that the governmental authority will request no filing of this
Agreement, the parties hereby agree to hold the corresponding original version with
the Party B

[Signature Page Follows]

11
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IN WITNESS WHEREOF the Parties lm:ﬂu have caused this Agrcement to be

Party B NeoStem ( By

/

Legal Representative: Zhang Yejmn
Signature and Common Seal: | =

;\.':'.

The Shareholder of Tianjin Niou Blntechnnlog‘rso.,latd.

Name of the Slgnature
Shareholder

Fu Jihua | :t:j" Fnd_
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By and among

The Sharcholder of Tianjin Niou Biotechnology Co,, Lid.

Tianjin Niou Biotechnology Co., Lid.

and

NeoStem (China), Ine.

May 14", 2011
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EQUITY PLEDGE AGREEMENT

THIS EQUITY PLEDGE AGREEMENT (hereinafter referred to as “this Agreement™)
is executed by the following parties on May__ 14"
People’s Republic of China (the “PRC™):

2011 in Beijing .

(1) Sole sharcholder of Tianjin Niou Biotechnology Co., Litd.
(hereinafter as “Party A or “Pledgor”)

Name of the | Shareholding ID Card No. Contact Address
h
Shareholder Ratio (%)
Fu Jihua 100 Xinyang Rd  1#,Hanyang

District, Wuhan City, Hubei
Province, China

(2) NeoStem (China), Inc. (hereinafter as “Party B” or “Pledgee™)

Registered Address: Room 403A, Building C, No.12 XiangGangZhong Road,

Shinan District, Qingdao City

Legal Representative:

{3) Tianjin Niou Biotechnology Co., Ltd. (hereinafter as “Party C” or the

“Company™)

Registered Address: Room 2085, Torch Building, No. 2. Huatiandao, Huayuan
Industrial District, Tianjin City, China

Legal Representative: Fu Jihua

{Pledgor, Pledgee and the Company may be collectively called the “Parties” and

individually as “*Each Party”.)

WHEREAS,

1. The Company is a domestic company incorporated and validly existing under PRC
Laws, and its business license No. is 120193000044299,

2. The Pledgor, the PRC citizen, legally holds 100% Equity Interests in the

Company;

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

4. Party B signed a consigned management and technology service agreement (the
“Consigned Management and Technology Service Apreement”) on May 14" |
2011 with Party C and Party A, and Party A agrees to pledge all his equities in
Party C to Party B as a guaranty for the performance of the obligations thereunder.

5. The Parties sipned an exclusive purchase option agreement (the “Exclusive
Purchase Option Agreement”) on May_14™ | 2011, and the Parties thereto agree
that Party A shall pledge all his equities in Party C to Party B as a guaranty of the
performance of the obligations assumed by Party A and Party C thereunder.

6. Party A and Party B signed a loan agreement (the “Loan Agreement™) on May 14"
2011, and the Party A agrees to pledge all his equities in Party C to Party B as a
guaranty of the performance of the obligations thereunder. The Parties agree to
engage such Loan Agreement to supersede any related agreements among the
Parties (both oral and written).

NOW THEREFORE, the Parties, through friendly negotiations, hereby enter
into this Agreement with respect to the equity pledge.

1. Definitions and Interpretation

Unless otherwise provided in this Agreement, the following terms shall have the
following meanings:

1.1 “PRC" refers to the People’s Republic of China, excluding the HongKong
Special Administrative Region, Macao Special Administrative Region and
Taiwan Province;

1.2“PRC Laws” refers to all PRC laws, administrative regulations and
government rules in effect;

1.3 “Pledged Equity™ refers to all the equity in the Company as provided in
Article2.1;

1.4“Main Agreements” refers to the Loan Agreement, Consigned Management
and Technology Service Apgreement and Exclusive Purchase Option
Agreement and the Appendixes thereof (if applicable);

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

2
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entitled to the bonus arising from Pledged Equity;

1.6“AICB” refers to the competent Administration Bureau of Industry and
Commerce which is authorized in accordance with PRC Laws to register the
Pledged Equity hereunder;

1.7 “Event of Default” refers to the event as defined in Article 8 hereunder.

1.8 “Business Day” refers to any day except Saturday, Sunday and other public
holidays as permitted by PRC Laws;

Equity Pledge

2.1 The Parties agree that Pledgor shall pledge all his Equities, namely, the
contributed registered capital (RMB 10,000,000) of the Company, in the
Company to the Pledgee as a puaranty for the performance of the obligations
assumed by the Pledgor and/or the Company under each of the Main
Agreements.

2.2 The Parties understand and acknowledge that, pursuant to reasonable
assessment of the guaranieed oblipations among the Pledgee, Pledgor and
Company, the Parties jointly recognize and agree that the guaranteed
obligations, being guaranteed by the Pledged Equity, are in an amount as of
RMB 200,000,000, The Parties further agree that prior to the Pledgee’s
exercise of the Right of Pledge, the Parties can amend the amount of the
guaranteed obligations and enter into separate written agreements upon mutual
negotiation

23
In case the Pledgor increase the registered capital in the Company during the
term of this Agreement, such increased capital shall be equally deemed as the
Pledged Equity.

2.4In case any act conducted by the Pledgor or the Company may cause the Right
of Pledge damaged so as to harm the interests of the Pledgee, the Pledgee is
entitled to require the Pledged Equity to be auctioned or sold in advance and
the proceeds from such auction or sale shall be used to discharge the debt
secured by the Pledged Equity in advance.

. Registration of Pledge

3.1 Upon the execution of this Agreement, the Pledgor shall cause the Company to
record the Right of Pledge in the register of shareholders and deliver it with the
common seal of the Company as well as the original of equity contribution
certificate of the Pledgor to the Pledgee for keeping. Within the term of this
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Agreement, Party B shall return the register of shareholders and equity
contribution certificate to the Company for modification registration with
AICB, and the Company shall complete the modification registration within 10
business days upon receipt of the register of sharcholders and equity
contribution certificate, and Party A together with the Company shall continue
to deliver such modified register of shareholders and equity contribution
certificate to Party B within 2 business days following the completion of the
aforesaid registration.

3.2 The Parties agree that if AICB accept the registration with respect to the equity
pledge, he will promptly cause the Pledged Equity under this Agreement to be
recorded at AICB, and the Parties confirm that whether the Pledged Equity is
recorded as above or not shall not affect the validity of this Agreement unless
compulsorily required by PRC Laws.

3.3 After the signing of this Agreement, the Pledgor shall in accordance with the
Pledgee’s written request which may be made by the Pledgee from time to
time, together with the Pledgee, notarized this agreement as well as the register
of sharcholders with the recorded Pledged Equity in a notary public office as
designated by the Pledgee, and Party A and the Company shall give assistant
with respect to the notarization following the delivery of the notice with the
request of notarization by Party B.

4. Representations and Warranties

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

(2) the execution and performance of this Agreement shall not violate or
conflict with any of the terms and conditions of other agreements signed
between the Parties.

4.2 The Pledgor represent and warrant to the Pledgee that:
(1) he is the legal owner of the Pledged Equity, and have fulfilled the
obligations of capital contribution in the registered capital of the Company;
(2) except for the Right of Pledge as setup hereunder, the Pledged Equity is not
subject to any pledge, guaranty or other form of encumbrances;
(3) he does not or will not transfer the Pledged Equity to any third party or
make any agreements, whether oral or written, with respect to the transfer of
Pledged Equity.

43The Company agrees to undertake the joint liability with respect to the
representations and warrants made by the Pledgor.
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5. Obligations of Pledgor

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

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

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

5.4 The Pledgor shall not approve for the resolutions on the dissolution,
liquidation and change of legal form of the Company;

5.5 The Pledgor shall not approve for any Profit Distribution Proposal, nor shall
accept such distributed dividend without the Pledgee’s prior written consent;
At the Pledgee’s request, it shall promptly approve for the Profit Distribution
Proposal, and accept such distributed dividend;

5.6 At the Pledgee’s request, the Pledgor shall provide the Pledgee with all
information regarding the business operation and financial condition of the
Company;

5.7 The Pledgor shall not incur or succeed to any debts or liabilities which may
adversely affect his equity interests in the Company without the Pledgee’s
prior written consent;

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

5.9 The Pledgor shall not approve any acquisition of, any consolidation with, or
any investment in any third party without the Pledgee’s prior written consent;

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

5.11The Pledgor shall not commit any conducts or omissions that may adversely




Equity Pledge Agreement

affect the assets, business operation, the debts and liabilities of the Company
without the Pledgee’s prior written consent;

5.12To the extent permitted by the PRC laws and regulations, and at any time
upon Pledgee’s request, the Pledgor shall promptly and unconditionally
transfer his equity interests of the Company to Pledgee or its designated third
party in accordance with the Exclusive Purchase Option Agreement;

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

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

5.15The Pledgor shall, to the extent permitted by applicable laws, cause the
business term of Party C (including the circumstance of change of business
terms) not shorter than that of Party B{including the circumstance of change of
business terms);

5.16The Pledgor shall strietly comply with the provisions of this Agreement, and
effectively perform its obligations hereunder, and shall be prohibited from
committing any act or omission which may affect the validity or
enforceability of this Agreement.

5.17The Pledgor hereby authorizes the Pledgee to exercise all the sharcholder’s
rights as the Party C’s shareholder within the scope permiited by the PRC
laws and articles of association of Party C on behalf of the Pledgor, including
the voting right and decision right in Party C. As for those matters, pursuant to
the PRC laws and regulations, for which shall be solely performed by the
Pledgor on behalf of shareholder of the Company, the Pledgor shall perform
under the instruction of the Pledgee. In connection with the Pledgor’s position
serving as shareholder of the Company, and all issues with regard to operation
of the Company, in the event that there is any losses to be suffered by the
Company and/or the Pledgee due to the Pledgor’s non-compliance with
Pledgee’s instruction, whatever intentionally or due to defect, the Pledgor
shall compensate any and all losses (either direct or indirect) suffered by the
Company and/or Pledgee.

6. Obligations of the Company

6.1 Without the Pledgee’s prior written consent, it shall not supplement or amend
the articles of association or rules of the Company in any manner, nor shall it
increase or decrease the registered capital or change the shareholding structure
of aforesaid entitics in any manner;
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6.2 It shall prudently and effectively maintain its business operations according to
good financial and business standards so as to maintain or increase the value
of its assets;

6.3 Unless as required necessary for the business operation of the Company or
upon the prior written consent by Party B , it shall not transfer, mortgage or
otherwise dispose of the lawful rights and interests to and in its assets or
incomes, nor shall it encumber its assets and income in any way that would
affect the Pledgee’s security interests hereunder;

6.4 It shall not incur or succeed to any debts or liabilities unless as required
necessary for the business operation of the Company or upon the prior written
consent by Party B;

6.5 Without the Pledgee’s prior written consent, it shall not enter into any material
contract (exceeding RMB100,000 in value), except for the routine business
contracts;

6.6 Without the Pledgee’s prior written consent, it shall not provide any loans or
guaranty to any third party;

6.7 At the Pledgee’s request, it shall provide the Pledgee with all information
regarding its business operation and financial condition;

6.8 The Company shall purchase insurance from insurance companies acceptable
to the Pledgee in such amounts and of such kinds as are customary in the
region among companies doing similar business and having similar assets;

6.9 Without the Pledgee’s prior written consent, it shall not acquire or consolidate
with any third party, nor shall they invest in any third party;

6.10It shall promptly notify the Pledgee of any pending or threatened lawsuit,
arbitration or administrative dispute which involve its assets, business or
incomes, and take positive measures against aforesaid lawsuits, arbitrations or
administrative dispute;

6.11Without the Pledgee’s prior written consent, it shall not distribute any
dividends or interests to the Pledgor in any manner.

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

7. Obligation of the Pledgee
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The Pledgee hereby covenants to the Pledgor that, in the event that the Company
suffers any losses due to the Pledgor’s exercise of Pledgee’s instructions, the
Pledgor shall no assume any responsibilities. The Pledgee further covenants to the
Pledgor that, in the event that Pledgor suffers any losses due to the Pledgor’s
exercise of Pledgee’s instructions, the Pledgee shall be responsible for
compensating all losses suffered by Pledgor.

8. Exercise of Right of Pledge

8.1 The Pledgee may exercise the Right of Pledge at any time following the
delivery of Notice of Default as provided in Article 9.2 to the Pledgor.

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

8.3 Within the term of this Agreement, If the Pledged Equity hereunder is
subjected to any compulsory measures implemented by a court or other
departments due to the Pledgor’ failing to repay the debts which fall due or
violation of PRC Laws or state policies etc., the Pledgor shall,

(1) notify the Pledgee in written form of such compulsory measures within
three (3) days following its occurrence;

(2) use all efforts (including but not limited to provide other security to the
court or other government authorities), in order to dismiss the compulsory
measures taken by the court or other government authorities over the Pledged

Equity.

8.4 The Pledgor shall not hinder the Pledgee from exercising the Right of Pledge
and shall give necessary assistance so that the Pledgee could realize its Right
of Pledge.

9. Event of Default
9.1 The following events shall be regarded as the Events of Default:

9,1.1Any Party breaches any of the representations or warranties hereunder;

9.1.2The Pledgor and/or the Company breache(s) any of the representations or
warranties under the Main Agreements;

9.1.3The Pledgor and/or the Company fail(s) to duly and completely perform
the obligations hereunder;
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9.1.4The Pledgor and/or the Company fail(s) to duly and completely perform
the obligations under the Main Agreements;

9.1.5Any other external borrowing, guaranty, compensation or other liabilities
of the Pledgor: (1) is required for an early repayment or performance prior
to the scheduled date due to any breach by the Pledgor; or (2) is due
but can not be repaid or perform as scheduled, which , at the discretion of
the Pledgee, has an adverse effect on the Pledgor’ ability of performing
the obligations under this Agreement;

9.1.6The properties owned by Pledgor have significant adverse changes, which,
at the discretion of Pledgee, has an adverse effect on Pledgor’s ability of
performing the obligations under this Agreement;

92 Unless the Pledgor takes the action to Pledgee’s satisfaction to remedy the
defaults as listed in Article 9.1 hereof, the Pledgee may give a written notice
about default (“Notice of Default™) to the Pledgor when such default occurs or
at any time thereafter.

10. Taxes and Expenses

10.1The Parties shall pay, in accordance with relevant PRC laws and regulations,
their respective taxes and expenses arising from the execution and
performance of this Agreement.

11. Assignment

11.1The Pledgor shall not transfer part or all of the rights and obligations under
this Agreement without prior written consent from the Pledgee.

11.2To the extent being permitted by law, the Pledgee shall have the right to
transfer any or all of its rights and obligations under this Agreement to any
third party upon a six (6) —day written notice to the Pledgor or the Company
without its approval.

11.3The Pledgor shall have the right to request the Pledgee to appoint a third party
so that he can transfer all of his rights and obligations hereunder to such third
party. The Pledgee shall complete such change within a reasonable period in
line with provisions under the Loan Agreement, Exclusive Equity Purchase
Option Agreement, and the Consigned Management and Technology Service
Agreement.

12. Effectiveness Modification and Cancellation
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12.1This Agreement shall be executed on the date set forth in the first page and
shall become effective on the day on which the Pledged Equity is recorded on
the register of the shareholders.

12.2The modification of this Agreement shall not be effective without written
agreement through negotiation. If the Parties could not reach an agreement,
this Agreement remains effective.

12.3This Agreement shall not be discharged or canceled without writien agreement
through negotiation.

13. Confidentiality

13.1Any information, documents, data and all other materials (hercin “Confidential
Information™) arising out of the negotiation, signing, and implement of this
Agreement, shall be kept in strict confidence by the Parties. Without the
written approval by the other Parties, any Party shall not disclose to any third
party any Confidential Information, but the following circumstances shall be
excluded:

a.  The materials that is known or may be known by the Public (but not
include the materials disclosed by each Party receiving the Confidential
Information);

b.  The materials required to be disclosed subject to the applicable laws or the
rules or provisions of stock exchange; or

c.  The materials disclosed by each Party to its legal or financial consultant
relating the transaction of this Agreement, and this legal or financial
consultant shall comply with the confidentiality set forth in this Section.
The disclosure of the Confidential Information by staff or employed
institution of any Party shall be deemed as the disclosure of such
Confidential Information by such Party, and such Party shall bear the
liabilities for breaching the contract.

132 This Clause shall survive whatever this Agreement is invalid, amended,
revoked, terminated or unable to implement by any reason.

14. Force Majeure
14.1 An event of force majeure means an event that could not be foreseen, and
could not be avoided and overcome, which includes among other things, but
without limitation, acts of nature (such as earthquake, flood or fire),
government acts, strikes or riots;

14.2 If an event of force majeure occurs, any of the Parties who is prevented from
performing its obligations under this Agreement by an event of force majeurc

10
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shall notify the other Partics without delay and within fifteen (15) days of the
event provide detailed information about and notarized documents evidencing
the event and take appropriate means to minimize or remove the negative
effects of force majeure on the other Parties, and shall not assume the
liabilities for breaching this Agreement. The Parties shall keep on performing
this Agreement after the event of force majeure disappears.

15. Applicable Law and Dispute Resolution

15.1The execution, validity, construing and performance of this Agreement and the
disputes resolution under this Agreement shall be governed by the laws and
regulations of the PRC.

15.2The Parties shall strive to seftle any dispute arising from or in connection with
this Agreement through friendly consultation. In case no settlement can be
reached through consultation within thirty (30) days after such dispute is
raised, each Party can submit such matter to Tianjin Arbitration Commission
for arbitration in accordance with its rules. The arbitration award shall be final
conclusive and binding upon the Parties.

15.3During the process of dispute-resolution, the Parties shall continue to perform
other terms under this Agreement, except for provisions subject to the dispute
resolution.

16. Miscellaneous
16.1 Entire Agreement

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

16.2 Successor

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

16.3 Notice

Any notice required to be given or delivered to the Parties hereunder shall be
in writing and delivered to the address as indicated below or such other address
or as such party may designate, in writing, from time to time. All notices shall
be deemed to have been given or delivered upon by personal delivery, fax and
registered mail. It shall be deemed to be delivered upon: (1) registered air mail:
5 business days after deposit in the mail; (2) personal delivery or delivery by
fax: the next business day after transmission. If the notice is delivered by fax, it
should be confirmed by original through registered air mail or personal




Equity Pledge Agreement

delivery.

Party A

Contact person: Fu Jihua

Address: Xinyang Rd 1#Hanyang District, Wuhan City, Hubei
Province, China

Tel:

Fax:

Party B
Contact person: Zhang Yeyan
Address:
Tel:
Fax:

Pariy C

Contact person: Fu Jihua

Address: Room 2085, Torch Building, No. 2. Huatiandao,
Huayuan Industrial District, Tianjin City, China

Tel:

Fax:

16.4This Agreement is executed in four (4) originals with each of the person for
signing this Agreement holding one original, and one (1) submitting to the
governmental authority for filing. Each of originals shall be equally valid and
authentic. In the event that the governmental authority will request no filing of
this Agreement, the parties hereby agree to hold the corresponding original
version with the Party B.

[Signature page follows)
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IN WITNESS WHEREOF, each party has caused this Agreement to be executed
and delivered as of the date first above written.

Party A The Shareholder of Tianjin Niou Biotechnology Co., Ltd. (“Pledgor”)

Name of the Signature
Shareholder
Fu Jihua ",L@."M 2. ™
{ o/ AL
Party B NeoStem (China), Inc. (“Pledgee™ — / b |
Legal Representative: Zhang Yeyan ; ‘1”"4’ :
W& —.I.
(“Company”)
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by and among

NEOSTEM (CHINA), INC.

TIANJIN NIOU BIOTECHNOLOGY CO., LTD.

and

THE SHAREHOLDER OF TIANJIN NIOU
BIOTECHNOLOGY CO., LTD.

May 14" 2011
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EXCLUSIVE PURCHASE OPTION AGREEMENT

This Exclusive Option Purchase Agreement (the “Agreement”) is executed by the
following parties on May. 14" ,2011in_Beiling , the People’s Republic of
China.

(1) NeoStem (China), Inc. (“Party A™)

Registered Address: Room 0403A, Building C, No.12 XiangGangZhong Road,
Shinan District, Qingdao City

Legal representative: Zhang Yeyan

(2) Tianjin Niou Biotechnology Co., Ltd. (“Party B”)
Registered Address: Room 2085, Torch Building, No. 2. Huatiandao, Huayuan
Industrial District, Tianjin City, China

Legal representative: Fu Jihua

(3) Sole shareholder of Tianjin Niou Biotechnology Co., Ltd.
(hereinafter called the “Shareholder™)

Name of the | Sharcholding ID Card No. Contact Address
Shareholder Ratio (% )
Fu Jihua 100 Xinyang Rd 1#,Hanyang District,
Wuhan City, Hubei Province,
China

Party A, Party B, and Sharcholder of Party B are hereinafter from time to time,
collectively, referred io as the “Parties™, and each of them is hereinafter from time to
time referred to as a “Party™. The equity interests in Party B held by the Shareholder
now existing or hereafter acquired is hereinafter from time to time referred to as the
“Equity Interests” or “Equity”.

WHEREAS:

1. Party A, a wholly foreign-owned enterprise incorporated under the laws of the
People’s Republic of China (the “PRC”), which engages the research & development,
transfer and technological consultation service of biotech 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 sales of machines and
equipments (the import and export do not involve the goods specifically stipulated
in/by state-operated trade, import & export quota license, export quota bidding, export
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permit, ete.) (The aforesaid business scope should be operated with relevant permits if
such permits are required).

2. Party B, as a domestic limited liability company, incorporated under PRC laws in
Tianjin, and licensed by Tianjin Administration for Industry and Commerce, it
engages in the development, consultation, service and transfer of biotechnology:
import and export of goods and technology, lease of mechanical equipment (The
aforesaid business scope should be operated with relevant permits if such permits are
required and within valid business operation term; and if there is any specialty or
exclusive operation required by national regulations, such national regulations must
be complied with.).

3. As of the date of this Agreement, the percentage ownership of the Equity Interests in
Party B held by the Shareholder shall be set forth as deseribed above.

4. To secure the performance of the obligations assumed by Party B and the Shareholder
under this Agreement, the Shareholder agrees to pledge all their equity in Party B to
Party A, and has executed Equity Pledge Agreement on May 14™ , 2011 with respect
thereto (the “Equity Pledge Agreement”).

NOW, THEREFORE, the Parties through mutual negotiations hereby enter into this
Agreement with respect of the exclusive purchase option right:

1. THE GRANT AND EXERCISE OF PURCHASE OPTION

1.1 Each Shareholder hereby irrevocably grants to Party A an exclusive purchase
right at any time, or designate any third party to purchase all or part of such
Shareholder” Equity Interests in Party B, provided permitted under the PRC
laws and regulations and Party B agrees to such grant by such Shareholder to
Party A. Apart from Party A or any third party designated by Party A, no other
person shall have the right to purchase such Equity Interests. Each of the
Shareholder shall transfer its Equity Interests in Party B to Parly A in
accordance with its percentage ownership of such Equity Interests provided
Party A selects to purchase such Shareholder® Equity Interests.

1.2 Party B hereby irrevocably grants to Party A an exclusive purchase option, at
any time to acquire all or a portion of such Sharcholder’ Equity Interests, or all
or substantial part of Party B’s assets, provided permitted under the PRC laws
and regulations and the Shareholder agrees to such grant by Party B to Party A.

1.3 For the purpose of this Agreement, a “third party” or a “person” may be a
natural person, company, partnership, enterprise, trust agency or other non-
corporate entity.

1.4 To the extent permitted under the PRC laws and regulations, Party A shall
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determine at any time and at its own option to exercise such exelusive right to
(i) purchase the Equity Interests as provided in Section I.1 by written notice to
the applicable Shareholder(s) specifying the amount of equity to be purchased
(hercinafter referred to as “Equity Transfer”) or (i) purchase all or
substantially all of Party B’s assets as provided in Section 1.2 (hereinafter
referred to as “Assets Transfer™) by written notice to Party B (each an
"Exercise Notice").

1.5 Within thirty (30) days of the receipt of the Exercise Notice, the applicable
Shareholder and Party B shall execute a share/asset transfer agreement and other
documents (collectively, the "Transfer Documents") necessary to effect the
respective transfer of equity or assels to Party A (or any eligible party
designated by Party A), and shall unconditionally assist Party A to obtain all
approvals, permits, registrations, filings and other procedures necessary to effect
the Equity or Assets Transfer.

1.6 Unless otherwise required under the PRC laws and regulations, the transaction
price for the Equity Transfer or the Assets Transfer hereunder, as applicable,
shall be the lowest price permitted under the PRC laws and regulations.

7 The consideration after tax payment (the “Consideration of Equity Transfer™)
obtained by the Shareholder from Equity Transfer in Party B hereunder shall be
used to satisfy their repayment obligations under the Loan Agreement dated as
of May 14", 2011 signed by and among, Party A and the Shareholder (the
“Loan Agreement”);

The consideration after tax payment (the “Consideration of Assets Transfer™) by
the Party B, if as applicable, from Assets Transfer hereunder shall be allocated
to the Sharcholder, to the largest extent as permitied by PRC laws and
regulations, through profit allocation proposal and fulfill their payment
obligations under the Loan Agreement, and Party B shall give full cooperation;

And if the Consideration of Equity Transfer or Assets Transfer is higher than
the total principal under the Loan Agreement due to the requirement by the
applicable law or any other reasons, the excess shall be deemed as loan interests
and/or utilizing fees of the Loan to the largest extent being permitted by PRC
Laws. and be paid to Party A by the Shareholder together with loan principal.

2. REPRESENTATIONS AND WARRANTIES

2.1 Each Party hereto represents to the other Parties that: (1) it has all the necessary
rights, powers and authorizations to enter into this Agreement and perform its
duties and obligations hereunder; and (2) the execution or performance of this
Agreement shall not violate or conflict with the terms of any other contracls or
agreements to which it is a party.
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22 The Shareholder hereby represents to Party A that: (1) the Shareholder is the
legally registered sharcholder of party B and has paid full amount of registered
capital in Party B as required to be contributed by such Shareholder under the
PRC laws and regulations; (2)Except for the Equity Pledge Agreement executed
among the Parties, the Shareholder has not created any other morigage, pledge,
secured interests or other form of debt liabilities over the Equity Interests held by
the Shareholder; and (3) the Shareholder has not transfer to any third party (and
entered into any agreement in respect of) such Equity Interests.

2.3 Party B hercto represents to Party A that: (1) it is a limited liability company duly
registered and validly existing under the PRC laws and regulations; and (2) its
business operations are in compliance with applicable laws and regulations of the
PRC in all material respects.

3. OBLIGATIONS OF PARTY B AND ALL SHAREHOLDER
The Parties further agree as follows:

1.1 Before Party A has acquired all the equity/assets of Party B by exercising the
purchase option provided hereunder, Party B:

a.  without Party A’s prior written consent, shall not supplement or amend the
articles of association or rules of Party B in any manner, nor shall it increase
or decrease the registered capital or change the sharcholding structure of
aforesaid entities in any manner;

b.  shall prudently and effectively maintain its business operations according to
good financial and business standards so as to maintain or increase the value
of its assets;

c.  shall not transfer, mortgage or otherwise dispose of the lawful rights and
interests to and in its assets or incomes, nor shall it encumber its assets and
income in any way that would affect Party A’s security interests unless as
required necessary for the business operation of Party B or upon prior written
consent by Party AL

d.  shall not incur or succeed to any debls or liabilities without Party A’s prior
written consent:

e.  without Party A’s prior written consent, shall not enter into any material
contract (exceeding RMB 100,000 in value) except for the routine business

contracts;

f  without Party A’s prior written consent, shall not provide any loans or
guaranty to any third party;

g at Party A's request, it shall provide Party A with all information regarding
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Party B's business operation and financial condition;

h.  shall purchase insurance from insurance companies acceptable to Party B in
such amounts and of such kinds as are customary in the region among
companies doing similar business and having similar assets;

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

i- shall promptly notify Party A of any pending or threatened lawsuit,
arbitration or administrative dispute which involve Party B’s assets, business
or incomes, and take positive measures against aforesaid lawsuits, arbitrations
or administrative dispute;

k. without Party A’s prior written consent, shall not distribute any dividends or
interests to the Shareholder in any manner;

L without Party A’s prior written consent, shall not commit any act or omission
that would materially affect Party B’s assets, business or liabilities;

m  at Party A’s request, shall prompily and unconditionally transfer its assets to
Party A or its designated third party as permitted by PRC laws and
regulations;

n shall strictly comply with the provisions of this Agreement, and effectively
perform its obligations hereunder, and shall be prohibited from committing
any act or omission which may affect the validity or enforceability of this
Agreement.

3.2 Before Party A has acquired all the equity/asseis of Party B by exercising the
purchase option provided hereunder, the Shareholder:

a.  apart from relevant provisions in each of the Equity Pledge Agreements,
without Party A’s prior written consent, shall not transfer, sell, mortgage or
atherwise dispose of the Equity Interests in Party B; nor shall the Shareholder
places encumbrances on the Equity Interests that would affect Party A’s
interest hereunder and thereunder;

b.  without Party A’s prior written consent, shall not supplement or amend the
articles of association or rules of Party B in any manner, nor shall it increase
or decrease its registered capital or change the sharcholding structure in any
manner;

¢.  without Party A’s prior written consent, shall not approve for the resolutions
on the dissolution, liquidation and change of legal form of Party B:
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shall not approve for any Profit Distribution Proposal, nor shall accept such
distributed dividend without Party A's written consent; At Party A's request,
he shall promptly approve for the Profit Distribution Proposal, and accept
such distributed dividend.

at Party A’s request, shall provide Party A with all information regarding
Party B's business operation and financial condition;

shall not incur or succeed to any debts or liabilities which may adversely
affect its Equity Interests in Party B without Party A’s prior written consent;

shall appoint, and appoint only, the candidates nominated by Party A to be the
execulive director of Party B, and shall not replace such candidates without
Parly A’s prior written consent;

shall not approve any acquisition of, any consolidation with, or any
investment in any third party without Party A’s prior written consent;

shall promptly notify Party A of any pending or threatened lawsuit,
arbitration or administrative dispute which involve Party B’s assets, business
or incomes, and take positive measures against aforesaid lawsuits, arbitrations
or adminisirative dispute;

without Party A’s prior written consent, shall not commit any act or omission
that would materially affect Party B’s assets, business or liabilities;

to the extent permitted by the PRC laws and regulations, and at any time upon
Party A’s request, shall promptly and unconditionally transfer their Equity
Interests in Party B to Party A or a third party designated by Party A;

shall approve for the resolution in respect of the Equity Transfer or Assets
Transfer hereunder within the extent permitted by the PRC laws;

shall make every efforts to cause Party B perform the obligations of Section
3.1 hereunder; and

shall strictly comply with the provisions of this Agreement, and effectively
perform its obligations hereunder, and shall be prohibited from committing
any act or emission which may affect the validity or enforceability of this
Agreement.

3.3 The Shareholder shall, to the extent permitted by applicable laws, cause Party

B's operational term (including the cireumstance of change of business terms) 0
be extended to equal the operational term of Party A (including the circumstance

of change of business terms).
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4.

5

GUARANTY OF THIS AGREEMENT

4.1 To secure the performance of the obligations assumed by the Shareholder and
Party B hereunder, the Parties agree to execute the Equity Pledge Agreement with
respect thereto.

TAXES AND FEES

5.1 The Parties shall pay, in accordance with relevant PRC laws and regulations, their
respective taxes arising from Equity or Assets transfer and related registration
formalities and other charges during the transactions contemplated herein and
therein.

. ASSIGNMENT OF AGREEMENT

6.1 Party B and the Shareholder shall not transfer such Shareholder’s rights and
obligations under this Agreement to any third party without the prior written
consent of Party A.

6.2 Each Shareholder and Party B agree that Party A shall have the right to transfer
any or all of its rights and obligations under this Agreement to any third party
upon a six(6)-day written notice to such Sharcholder and Party B without
approval by the Shareholder and Party B.

EVENTS OF DEFAULT

7.1 Any violation of any provision hereof, incomplete performance of any obligation
provided hereunder, any misrepresentation made hereunder, material concealment
or omission of any material fact or failure to perform any covenants provided
hereunder by any Party shall constitute an event of default. The defaulting Party
shall assume all the legal liabilities pursuant to the applicable PRC laws and
regulations.

7.2 In the event of default by Party B or the Sharcholder, Party A shall be entitled to
exercise the Pledgee’s right under the Equity Pledge Agreement in the event that
Party B and Shareholder commit an event of default and fail to redress such
default within sixty (60) business days upon receipt of written notification from

Party A.
EFFECTIVEMESS, MODIFICATION AND CANCELLATION
8.1 This Agreement shall be effective upon the execution hereof by all Parties hereto.

8.2 The modification of this Agreement shall not be effective without written
agreement through negotiation. If the Parties could not reach an agreement, this




Exclusive Purchase Option Agreement

Agreement remains effective.

.3 This Agreement shall not be discharged or canceled without written agreement
through negotiation, provided Party A may, by giving a thirty (30) days prior
notice to the other Parties hereto, terminate this Agreement.

9, CONFIDENTIALITY

9.1 Any information, documents, data and all other materials (herein “confidential
information™) arising out of the negotiation, signing, and implement of this
Agreement, shall be kept in strict confidence by the Parties. Without the written
approval by the other Parties, any Party shall not disclose to any third party any
relevant materials, but the following circumstances shall be excluded:

2.  The materials that is known or may be known by the Public (but not include
the materials disclosed by each Party receiving the materials);

b.  The materials required to be disclosed subject to the applicable laws or the
rules or provisions of stock exchange; or

¢.  The materials disclosed by each Party to its legal or financial consultant
relating the transaction of this Agreement, and this legal or financial
consultant shall comply with the confidentiality set forth in this Section. The
disclosure of the confidential materials by staff or employed institution of any
Party shall be deemed as the disclosure of such materials by such Party, and
such Party shall bear the liabilities for breaching the contract.

9.2 If this Agreement is terminated or becomes invalid or unenforeeable, the validity
and enforceability of Article 9 shall not be affected or impaired.

10. FORCE MAJEURE

10.1 An event of force majeure means an event that could not be foreseen, and could
not be avoided and overcome, which includes among other things, but without
limitation, acts of nature (such as earthquake, flood or fire), government acts,
strikes or riots:

10.2 If an event of force majeure occurs, any of the Parties who is prevented from
performing its obligations under this Agreement by an event of force majeure
shall notify the other Parties without delay and within fifteen (15) days of the
event provide detailed information about and notarized documents evidencing
the event and take appropriate means to minimize or remove the negative effects
of force majeure on the other Parties, and shall not assume the liabilities for
breaching this Agreement. The Parties shall keep on performing this Agreement
after the event of force majeure disappears.
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11. APPLICABLE LAW AND DISPUTE RESOLUTION
11.1 Applicable Law

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

11.2 Dispute Resolution

The Parties shall strive to settle any dispute arising from or in connection with this
Agreement through friendly consultation. In case no settlement can be reached
through consultation within thirty (30) days after such dispute is raised, each party
can submit such matter to Tianjin Arbitration Commission for arbitration in
accordance with its rules. The arbitration shall take place in Tianjin. The
arbitraiion award shall be final conclusive and binding upon the Parties.

12. MISCELLANEOUS
12.1 Entire Agreement

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

12,2 Successor

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

12.3 Notice

Any notice required to be given or delivered to the Parties hereunder shall be in
writing and delivered to the address as indicated below or such other address or as
such party may designate, in writing, from time to time. All notices shall be
deemed to have been given or delivered upon by personal delivery, fax and
registered mail. It shall be deemed to be delivered upon: (1) registered air mail: 5
business days after deposit in the mail; (2) personal delivery: the next business
day after transmission. If the notice is delivered by fax, it should be confirmed by
original through registered air mail or personal delivery.

Party A

Contact person: Zhang Yeyan
Address:

Tel:
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Fax:

Party B

Contact person: Fu Jihua

Address: Room 2085, Torch Building, No. 2. Huatiandao, Huayuan
Industrial District, Tianjin City, China

Tel:

Fax:

The Shareholder

Contact person: Fu Jihua

Address: Xinyang Rd 1#,Hanyang District, Wuhan City, Hubei Provir
China

Tel:

Fax:

124 Copies

This Agreement is executed in four (4) originals with each of the person for
signing this Agreement holding one original, and one (1) submitting to the
governmental authority for filing. Each of originals shall be equally valid and
authentic. In the event that the governmental authority will request no filing of
this Agreement, the parties hereby agree Lo hold the corresponding original
version with the Party A.

|Signature page follows)
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IN WITNESS THEREFORE, the partics hereof have'e
executed and delivered as of the date first written gbove. )

Party A NeoStem (China), Inc. (Seal)
Legal Representative (or Authorize Reprmta‘l%‘e)’,ﬁmg\’eyan

lﬁgﬂlRﬂpm‘tﬁﬁ ta “}:F‘lmﬂa
The Shareholder
Name of the Signature
Sharcholder
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By and between

The Shareholder of Tianjin Niou Biotechnology Co., Ltd.

and

NeoStem (China), Inc.

May 14", 2011
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Loan Agreement

This Loan Agreement (this “Agreement”) is executed by and between the following
Parties on May 14th 2011, in _ Bejjing , the PRC.

(1) Sole Sharcholder of Tianjin Niou Biotechnelogy Co., Ltd. (hereinafter as the
“Borrower” or “Party A"):

Name of Each | Shareholding

Shareholder | Ratio (%) | > C2rd No. Contact Address

Fu Jihua 100 Xinyang Rd 1# Hanyang
District, Wuhan City, Hubei
Provinee, China

(2) NeoStem (China), Inc. (hereinafter as the “Lender” or “Party B*)
Legal Representative: Zhang Yeyan
Address: Room 403A, Building C, No.12 XiangGangZhong Road, Shinan District,
Qingdao City.

(Party A and Party B are collectively called “the Parties™ and individually called “cach
Party” or “a Party” in this Agreement.)

WHEREAS:

(1) The Borrower (Party A) hold 100% of the equity interests in Tianjin Niao
Biotechnology Co., Ltd. (the “Company™);

(2) Party B is a wholly foreign-owned enterprise incorporated under the PRC laws;

(3) Party A desires to secure a loan from Party B, for the purpose of establishing the
Company and contributing the registered capital of the Company, by pledging its
equity in the Company to Party B as a guaranty of the loan, and Parly B agrees to
provide the loan to Party A ;

NOW, THEREFORE, The Parties have agreed through friendly negotiation to the
terms and conditions with respect to the loan hereunder as follows:

1. DEFINITION
Except where provided otherwise, the terms used in this Agreement shall mean:

1.1 “PRC” refers to the People’s Republic of China, excluding the Hong Kong Special
Administrative Region, Macao Special Administrative Region and Taiwan Province;
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1.2 “PRC Laws” refers to all PRC laws, administrative regulations and government
rules in effect;

1.3 “RMB” refers to the legal currency within the PRC;

1.4 “Loan” refers to the Total Principal to be loaned to the Borrower by the Lender in
accordance with Article 2 hereunder;

1.5 “The Company” refers to Tianjin Niao Biotechnology Co., Ltd., a domestic
company which is incorporated and validly existing under PRC Laws; its business
license No. is 120193000044299, and its registered address is Room 2085, Torch
Building, No. 2. Huatiandao, Huayuan Industrial District, Tianjin City, China;

1.6 “Shareholder” refers to the sole Shareholders of the Company;
1.7 “Equity”™ or “Equity Interests” refers to the equity interests in the Company;

1.8 “Equity Transfer” refers to the assignment of Equity Interests in the Company
held by Party A to Party B or its designated third party in accordance with the
provisions of the exclusive purchase option agreement (the “Exclusive Purchase
Option Agreement™) executed on May 14h , 2011.

1.9 “Asset Transfer” refers to the assignment of the assets of the Company by the
Company to Party B or its designated third party in accordance with the provisions of
the Exclusive Purchase Option Agreement.

1.10 *Consideration for Equity Transfer” has the meaning set forth in Section 6 of this
Apgreement.

1.11 “Consideration for Assets Transfer” has the meaning set forth in Section 6 of this
Agreement.

2. THE TOTAL LOAN AMOUNT
2.1 The total principal amount of the loan(s) hereunder is RMB 10,000,000 Yuan (the

“Total Principal™), and the amount and ratio of the loan to be made to the Sharcholder
is as set forth in the following table:

Name of the Amount of the Loan Percentage of Total

Shareholder (Yuan) Principal ( % )

Fu Jihua RMB 10,000,000 100%

A
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3. TERM OF THIS AGREEMENT

3.1 Unless otherwise provided, the term of this Agreement shall begin from the
Effective Date and expire when the loan is completely repaid by the Borrower in
accordance with the provisions of Article 6 hereunder.

4. LOAN USAGE

4.1 The full amount of the loan provided hereunder shall be used to establish the
Company and contribute the registered capital of the Company, and the Borrower
shall in no event change the usage without the prior written consent of the Lender.

4.2 The Borrower shall cause the Company to complete the registration of the
Company with the competent Administration Bureau of Industry and Commerce in
respect of the establishment of the Company and contribution in the registered capital
of the Company within thirty (30) business days upon receipt of the Loan hereunder,
and such period may be prolonged upon the consent of the Lender.

5. LOAN INTEREST

5.1 Except as provided in Section 5.2 hereunder, the Loan hereunder shall be
interest-free.

5.2 If the Consideration for Equity Transfer or the Consideration for Asset Transfer, in
accordance with Section 6 hereof, is higher than the Total Principal as a result of the
requirements of then applicable law or for any other reason, the excess shall be
deemed to be loan interest/utilizing fees of the Loan to the largest extent permitted by
PRC Laws, and will be paid to Party B by Party A together with loan principal.

6. LOAN REPAYMENT

6.1 The Loan shall be repaid upon receipt of written notice sent by Party B to Party A
(the “Repayment Notice™), which shall instruct Party A to repay the Loan in
accordance with Section 6.3 hereof.

6.2 The Repayment Notice shall indicate the term of repayment, which shall be
adjusted from time to time by Party B in accordance with the provisions of PRC Laws

regarding equity transfers (the “Repayment Term™).

6.3 Except as provided otherwise by the Repayment Notice, Party A shall make
payment to Party B during the Repayment Term as follows:

6.3.1 In the event of any Equity Transfer by Party A, the after-tax consideration
paid to Party A in exchange for such Equity Transfer (including the principal
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and interest of the loan, if applicable) (hercinafter as the “Consideration for
Equity Transfer”) shall be used by Party A to repay the Loan to Party B;

6.3.2 In the event that the Company receives consideration for any Asset Transfer,
Party A shall cause the Company to adopt a plan of profit distribution to
transfer all after-tax income of the Company to Party B to the greatest extent
permitted by PRC Laws, in order to repay the loan made by Party B under
this apreement.

6.4 If the Consideration for Equity Transfer or Consideration for Asset Transfer is
lower than the total principal under this Agreement, Party A shall be exempted from
the shortfall repayment obligation.

7. CONDITONS FOR GRANTING OF THE LOAN
7.1 The loan shall be granted only upon satisfaction of all the following conditions:

7.1.1 Party A shall approve contributing the registered capital by an amount equal
to the loan;

7.1.2 Party A, or the Company on behalf of Party A, shall execute all documents
necessary for the registration with the competent Administration Bureau of
Industry and Commerce in respect of the establishment of the Company and
contribution of registered capital of the Company.

7.2 Party B shall grant the Loan immediately and deposit it in the escrow account as
agreed by Party B for contributing the registered capital of the Company after it
receives written evidence which proves that Party A has fulfilled all the conditions
under Section 7.1 hereof.

7.3 Both the Borrower and the Lender agree that, the Lender had provided the Total
Principal to the Borrower in one-lump sum dated__Mar 9™ 2011, and the Borrower
had received the Total Principal, namely, the RMB 10,000,000 Yuan, from the Lender
dated __ Mar 9™ 2011.

8. WARRANTIES AND UNDERTAKINGS

8.1 Party A hereby represents and warrants to Party B that, as of the execution date of
this Agreement:

8.1.1 Party A legally holds 100% of the Equity in the Company;

8.1.2 Except as otherwise provided in the Equity Pledge Agreement and Exclusive
Purchase Option Agreement, there is no pledge or other form of
encumbrance on the Equity;
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8.1.3 There are no material debts which will adversely affect the Equity of Party
A

8.1.4 Execution of this Agreement by Party A shall not constitute a breach of the
articles of association of the Company.

8.2 Party A warrants to Party B that, as of the execution date of this Agreement:

8.2.1 Except as otherwise provided in the Equity Pledge Agreement and Exclusive
Purchase Option Agreement, without Party B’s prior written consent, Party A
shall not transfer, sell, morigage or otherwise dispose of assets or income of
the Company;

8.2.2 Without Party B’s prior written consent, Party A shall not supplement or
amend the articles of association or rules of the Company, nor shall it
increase or decrease the registered capital or change the shareholding
structure of the Company in any manner;

8.2.3 Without Party B’s prior written consent, Party A shall not approve the
resolutions for the Company to dissolve, liquidate or change legal form;

8.2.4 Without Party B’s prior written consent, Party A shall not approve any Profit
Distribution Proposal, nor shall he accept such a disiributed dividend; and at
Party B’s request, Party A shall promptly approve a Profit Distribution
Proposal and accept such a distributed dividend;

8.2.5 At Party B’s request, Party A shall provide Party B with all information
regarding Party B’s business operations and financial condition;

8.2.6 Without Party B’s prior written consent, Party A shall not incur or succeed to
any debts or liabilities which may adversely affect its Equity Interests;

8.2.7 Party A shall appoint, and appoint only, the candidates nominated by Party B
to be the executive director of the Company, and shall not replace such
candidates without Party B’s written consent;

8.2.8 Without Party B’s prior writlen consent; Party A shall not approve any
acquisition of, any consolidation with, or any investment in any third party;

8.2.9 Party A shall promptly notify Party B of any pending or threatened lawsuit,
arbitration or administrative dispute which involves the assets, business or
income of the Company; and shall make every effort to take action to resolve
such lawsuit, arbitration or administrative dispute in order to safeguard the
legal rights and interests of the Company;

en
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8.2.10 Without Party B's prior written consent, Party A shall not commit any act

8.2.1

or omission that would materially affect the Company’s assets, business or
liabilities; and

1 Party A shall strictly comply with the provisions of this Agreement, and
effectively perform its obligations hereunder, and shall be prohibited from
commitling any act or omission which may affect the validity or
enforceability of this Agreement.

8.3 Party A warrants to Party B that it shall use its best efforts to and to ensure that the
Company:

8.3.1

832

833

8.3.4

8.3.5

8.3.6

8.3.7

exercise any and all shareholder’s rights under the instruction from the Party

B, including without limitation execute the sharcholder’s resolution, execute
the documents to be registered or filed with the governmental authorities. In
connection with the Party A’s position serving as shareholder of the
Company, and all issues with regard to operation of the Company, in the
event that there is any losses to be suffered by the Company and/or Party B
due to the Party A’s non-compliance with Party B’s instruction, whatever
intentionally or due to defect, the Party A shall compensate any and all
losses (either direct or indirect) suffered by the Company and/or Party B.

shall not, without Party B’s prior written consent, supplement or amend the
articles of association or rules of the Company in any manner, nor shall it
increase or decrease the registered capital or change the shareholding
structure of the aforesaid entities in any manner;

shall prudently and effectively maintain its business operations according to
good financial and business standards so as to maintain or increase the value
of its assets under the instruction of the Party B;

shall not transfer, mortgage or otherwise dispose of the lawful rights and
interests to and in its assets or incomes, nor shall it encumber its assets and
income in any way that would affect Party B’s security interests unless as
required for the business operations of the Company or upon prior written
consent by Party B;

shall not incur or succeed to any debts or liabilities without Party B’s prior
written consent;

without Party B’s prior written consent, shall not enter into any contract;

without Party B’s prior written consent, shall not provide any loans or
guaranty to any third party;
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8.3.8 at Party B’s request, shall provide Party B with all information regarding the
Company’s business operation and financial condition;

8.3.9 without Party B's prior written consent, shall not acquire or consolidate with
any third party, nor shall it invest in any third party;

8.3.10 shall promptly notify Party B of any pending or threatened litigation,
arbitration or administrative dispute which involves the assets, business or
income of the Company; and shall make every effort to take action to
resolve such litigation, arbitration or administrative dispute in order to
safeguard the legal rights and interests of the Company:

8.3.11 without Party B’s prior written consent, shall not distribute any dividends
to the Sharcholder in any manner or obtain interests in whatever manner
from the Company;

8.3.12 without Party B’s prior written consent, shall not commit any act or
omission that would materially affect the Company’s assets, business or
liabilities.

8.4 The Party B hereby covenants to the Party A that, in the event that the Company
suffers any losses due to the Party A’s exercise of Party B’s instructions, the Party A
shall no assume any responsibilities. Party B further covenants to the Party A that, in
the event that Party A suffers any losses due to the Party A’s exercise of Party B's
instructions, the Party B shall be responsible for compensating all losses suffered by
Party A.

9. GUARANTY OF THE LOAN

9.1 To secure the repayment of the debts under this Agreement, Party A agrees to
pledge all his equity in the Company to Party B, and both Parties agree to execute the
Equity Pledge Agreement with respect thereto.

10. TAX AND EXPENSE

10.1 The Parties shall pay their respective taxes and expenses in relation to the
execution and performance hereof in accordance with PRC Laws.

10.2 Party B shall pay taxes and expenses in accordance with Section 6.4 hereof (if
applicable).

11. ASSIGNMENT OF AGREEMENT
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11.1 Party A shall not transfer any or all of its rights and obligations under this
Agreement to any third party without the prior written consent of Party B.

11.2 The Parties agree that Party B shall have the right to transfer any or all of its
rights and obligations under this Agreement to any third party upon a six (6) days’
written notice to Party A without approval by Party A.

12. LIABILITIES AND INDEMITIES FOR BREACH OF THIS AGREEMENT

12.1 If Party A uses the Loan other than in compliance with the terms of this
Agreement without Party B's written consent, Party B shall require Party A repay the
improperly used part promptly.

12.2 If Party A breaches the warranties and undertakings as provided in Article 8
hereof or other provisions under this Agreement and fails to redress such breach
within sixty (60) days upon receipt of written notice from Party B, Party B shall be
entitled to require Party A to repay the granted Loan promply.

12.3 If Party A fails to duly repay the Loan in accordance with the provisions
hereunder, then Party A shall pay the liquidated damage per day equal to 0.03% of the
unpaid Consideration which falls due; if any delay of payment amounts to sixty (60)
days, then Party B shall be entitled to exercise the right of pledge under the Equity
Pledge Agreement.

13. EFFECTIVENESS, MODIFICATION AND CANCELLATION

13.1 This Agreement shall take effect on the date of exccution hereof by Party A and
the duly authorized representative of Party B.

13.2 The modification of this Agreement shall not be effective without written
agreement through negotiation. If the Parties do not reach an agreement as to
modification, this Agreement remains effective.

13.3 This Agreement shall not be discharged or canceled without written agreement
through negotiation, provided that Party B may, by giving thirty (30) days’ prior
notice to Party A, terminate this Agreement.

13.4 Unless Party B fails to grant the Loan as required hereunder after the satisfaction
of all conditions as set forth in Section 7.1 hereof by Party A, Party A shall in no event
unilaterally terminate this Agreement.

13.5 If Party B fails to provide the Loan in accordance with the terms hereof, this
Agreement shall be automatically terminated.
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14. CONFIDENTIALITY

14.1 Any information, documents, data and all other materials (herein “confidential
information™) arising out of the negotiation, signing, and implementing of this
Agreement shall be kept in strict confidence by the Parties. Without the written
approval of the other Parties, no Party shall disclose to any third party any relevant
materials, but the following circumstances shall be excluded:
(1) Material that is known or may be known by the Public (but not including
material disclosed by each Party receiving the materials);
(2) Material required to be disclosed subject to the applicable laws or the rules
or provisions of a stock exchange; or
(3) Material disclosed by each Party to its legal or financial consultant
relating to the transaction of this Agreement, and this legal or financial
consultant shall comply with the confidentiality set forth in this Section.
The diselosure of confidential material by staff or a consignee of any Party
shall be deemed to be disclosure of such materials by such Party, and such
Party shall bear the liabilities for breaching the contract.

14.2 This Clause shall survive whether this Agreement is invalid, amended, revoked,
terminated or incapable of implementation for any reason.

15. FORCE MAJEURE

15.1 “Force Majeure” refers that any event that could not be foreseen, and could not
be avoided and overcome, which includes among other things, but without limitation,
acts of nature (such as earthquakes, flood or fire), government acts, strikes or riots.

152 If an event of force majeure occurs, any of the Parties that is prevented from
performing its obligations under this Agreement by an event of force majeure shall
notify the other Party without delay and within fifteen (15) days of the event provide
detailed information about and notarized documents evidencing the event, shall take
appropriate means to minimize or remove the negative effects of force majeure on the
other Party and shall not assume the liabilities for breaching this Agreement. The
Parties shall continue performing this Agreement afier the event of force majeure
disappears.

16. GOVERNING LAW AND DISPUTE RESOLUTION

16.1 The effectiveness, interpretation, implementation and dispute-resolution related
to this Agreement shall be governed under PRC Laws.

16.2 Any dispute arising out of this Agreement shall be resolved by both Parties
through mutual negotiation. If both parties cannot reach an agreement within thirty
(30) days from the date on which the dispute is brought forward, cither Party may

g
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submit the dispute to the Tianjin Arbitration Commission for arbitration under its
applicable rules. The arbitration award shall be final and binding upon both Parties.

16.3 During the process of dispute-resolution, both parties shall continue to perform
other terms under this Agreement, except for the provisions subject to the dispute
resolution,

17. MISCELLANEOUS

17.1 The Parties acknowledge that this Agreement constitutes the entire agreement of
the Parties with respect to the subject matters herein and supersedes and replaces all
prior or contemporaneous oral or written agreements and understandings, including
without limitation the Loan Agreement entered into by and between the Borrower and

the Lender dated _ Mar 7" 2011 2

17.2 This Agreement shall bind and benefit the successor of each Party and any
transferee permitted hereunder with the same rights and obligations as if such
successor or transferce were an original party hereto.

17.3 Any notice required to be given or delivered to the Parties hereunder shall be in
writing and delivered to the address as indicated below or such other address or as
such party may designate, in writing, from time to time. All notices shall be delivered
by personal delivery, fax or registered mail. It shall be deemed to be delivered upon:
(1) registered air mail: 5 business days after deposit in the mail; (2) personal delivery:
the next business day after transmission. If the notice is delivered by fax, it should be
confirmed by original through registered air mail or personal delivery:

Party A:

Contact person: Fu Jihua

Address: Room 2085, Torch Building, No. 2. Huatiandao, Huayuan
Industrial District, Tianjin City, China

Tel:

Fax:

Party B:

Contact person: Zhang Yeyan
Address:

Tel:

Fax:

17.4 This Agreement is executed in three (3) originals with cach of the person for
signing this Agreement holding one original, and one (1) submitting to the
governmental authority for filing. Each of originals shall be equally valid and
authentic. Tn the event that the governmenial authority will request no filing of this

10
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Agreement, the parties hereby agree to hold the corresponding original version with
the Party B.

f
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IN WITNESS THEREFORE, the parties hereto have caused this Agreement to be
executed and delivered as of the date first above written.

For and on behalf of

Party A The Shareholder of Tianjin Niao Biotechnology Co., Ltd.

Name of the Shareholder Signature

Fu Jihua [

Py N @

Legal Representative (or Authorized
Signature _____ X

L%
%




Exhibit 31.1
CERTIFICATION
I, Robin Smith, M.D., certify that:
1. T'have reviewed this Quarterly Report on Form 10-Q of NeoStem, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c¢) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

Date: May 16, 2011
/s/ Robin Smith, M.D.

Name: Robin Smith, M.D.
Title: Chief Executive Officer of NeoStem, Inc.

A signed original of this written statement required by Section 302 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.




Exhibit 31.2
CERTIFICATION
I, Larry A. May, certify that:
1. Thave reviewed this Quarterly Report on Form 10-Q of NeoStem, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared,

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

Date: May 16, 2011

/s/ Larry A. May

Name: Larry A. May
Title: Chief Financial Officer of NeoStem, Inc.

A signed original of this written statement required by Section 302 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of NeoStem, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2011 filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I, Robin Smith, M.D., Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge that:

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition of the Company as of the dates presented and the
results of operations of the Company for the periods presented.

Dated: May 16, 2011

/s/ Robin Smith, M.D.

Robin Smith, M.D.
Chief Executive Officer

The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of
Title 18, United States Code) and is not being filed as part of the Form 10-Q or as a separate disclosure document.

A signed original of this written statement required by Section 906 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of NeoStem, Inc. (the “Company”) on Form 10-Q for the period ended March 31, 2011 filed with the Securities and Exchange
Commission on the date hereof (the “Report™), I, Larry A. May, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge that:

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as amended ; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition of the Company as of the dates presented and the
results of operations of the Company for the periods presented.

Dated: May 16,2011

/s/ Larry A. May

Larry A. May
Chief Financial Officer

The foregoing certification is being furnished solely pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of
Title 18, United States Code) and is not being filed as part of the Form 10-Q or as a separate disclosure document.

A signed original of this written statement required by Section 906 has been provided to NeoStem, Inc. and will be retained by NeoStem, Inc. and furnished to the
Securities and Exchange Commission or its staff upon request.




