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Our financial statements are stated in thousands United States Dollars (US$) and are prepared in accordance with United States Generally
Accepted Accounting Principles (U.S. GAAP).

In this annual report, unless otherwise specified, all dollar amounts are expressed in United States dollars.

As used in this annual report, the terms we , us , our , the Company ,and Pluristem mean Pluristem Therapeutics Inc. and our wholly owned
subsidiary, unless otherwise indicated.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

The statements contained in this Annual Report on Form 10-K that are not historical facts are forward-looking statements within the meaning of
the Private Securities Litigation Reform Act of 1995 and other federal securities laws. Such forward-looking statements may be identified by,
among other things, the use of forward-looking terminology such as believes, intends, plans expects, may, will, should, or anticipate:
negative thereof or other variations thereon or comparable terminology, and similar expressions are intended to identify forward-looking
statements. We remind readers that forward-looking statements are merely predictions and therefore inherently subject to uncertainties and other
factors and involve known and unknown risks that could cause the actual results, performance, levels of activity, or our achievements, or
industry results, to be materially different from any future results, performance, levels of activity, or our achievements, or industry results,
expressed or implied by such forward-looking statements. Such forward-looking statements appear in Item 1 Business and Item 7
Management s Discuss and Analysis of Financial Condition and Results of Operations, as well as elsewhere in this Annual Report and include
statements regarding the following: the expected development and potential benefits from our products in treating various medical conditions,
progress in our efforts to continue with clinical trials and achieve regulatory approvals, the potential market demand for our products, our
expectations regarding our short- and long-term capital requirements, our outlook for the coming months and information with respect to any
other plans and strategies for our business.

The factors discussed herein, including those risks described in Item 1A. Risk Factors , and expressed from time to time in our filings with the
Securities and Exchange Commission could cause actual results and developments to be materially different from those expressed in or implied
by such statements. The forward-looking statements are made only as of the date of this filing, and we undertake no obligation to publicly
update such forward-looking statements to reflect subsequent events or circumstances.
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PART I
Item 1. Business.
Corporate History

We develop and intend to commercialize, cell therapy production technologies and products. We were incorporated in the State of Nevada under
the name A.L Software, Inc. on May 11, 2001. On June 10, 2003, we acquired from the Weizmann Institute of Science and the Technion-Israel
Institute of Technology 100% of the issued and outstanding shares of a research and development company based in Israel called Pluristem,

Ltd., which is now our wholly owned subsidiary.

On June 25, 2003, we changed our name from A.L Software, Inc. to Pluristem Life Systems, Inc. From May 2003 until March 2006, our
business was focused on the development of cell therapy production technologies for license to medical scientists and practitioners for their use
in producing cell therapy products for sale. In March 2006, we changed our business model to focus on developing this technology in order to
produce cell therapy products that we would sell ourselves. In July 2006, we achieved a breakthrough in our preclinical study of bone marrow
transplantation: the preclinical study showed that by adding our PLX cells (PLacenta eXpanded cells) to umbilical cord blood (UCB) stem cells
during bone marrow transplantation (BMT), hematopoietic stem cell engraftment in mice showed up to a 500% increase in engraftment after
irradiation and chemotherapy. In January 2008,we achieved favorable results in demonstrating a revascularization effect after using our
proprietary PLX-PAD cells for the treatment of limb ischemia associated with peripheral artery disease (PAD). In April 2008, an additional
pre-clinical study utilizing our proprietary PLX cells in treating ischemic stroke showed statistical significance utilizing functional as well as
anatomical endpoints.

On November 23, 2007, we changed our name to Pluristem Therapeutics Inc.

On December 10, 2007, our shares of common stock began trading on the NASDAQ Capital Market under the symbol PSTI. The shares were
previously traded on the OTC Bulletin Board under the trading symbol PLRS.OB . On May 7, 2007, our shares also began trading on the
Frankfurt Stock Exchange, under the symbol PJT.

In March 2009, the U.S. Food and Drug Administration cleared our Investigational New Drug application to initiate a Phase I clinical trial for
the treatment of critical limb ischemia using our PLX-PAD product.

In June 2009, the Paul Ehrlich Institute (PEI), the German competent authority in the European Union, approved our clinical trial application
(CTA) and granted approval for us to begin clinical trials with our proprietary placental-derived adherent stromal cell product, termed
PLX-PAD.

In July 2009, the first patient was enrolled in a Phase I clinical trial of our PLX-PAD product at the Franziskus-Krankenhaus Hospital, Berlin.

In September 2009, we began enrolling patients in the U.S. for a Phase I clinical trial of our PLX-PAD product. The Phase I study is designed to
evaluate the safety of PLX-PAD in patients with critical limb ischemia (CLI). On September 23, 2009 we announced the dosing of the first
patient in the U.S. with our PLX-PAD product.

Our Current Business

Pluristem Therapeutics Inc. is a bio-therapeutics company dedicated to the commercialization of non-personalized (allogeneic) cell therapy
products for the treatment of several severe degenerative, ischemic and autoimmune disorders. The Company is developing a pipeline of
products, stored ready-to-use, that are derived from human placenta, a non-controversial, non-embryonic, adult stromal cell source.

These placental adherent stromal cells (ASCs) are grown in the Company s proprietary PluriX three-dimensional bioreactor, which imitates the
natural microstructure of bone marrow and does not require supplemental growth factors or other exogenous materials.
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Pluristem s first product in development, PLX-PAD, is intended to improve the quality of life of millions of people suffering from peripheral
artery disease (PAD). The Company is in process of identifying its next clinical indication. The Company s main focus at this time is in the
development of product candidates intended for local administration for indications such as: PAD, CLI, intermittent claudication, neuropathic
pain, wound healing and orthopedic injuries. Additionally, the Company has reported favorable results administering PLX cells in systemically
administration for indication such as: inflammatory bowel disease (IBD), multiple sclerosis, bone marrow transplantation (BMT) and ischemic
stroke.

Once we have products ready for commercialization, we will evaluate our various sale and marketing alternatives, including licensing of our
technology to other companies, manufacturing and direct sales or entering into marketing collaborations.

Scientific Background

Stem cells are unspecialized cells that can renew themselves for long periods through cell division and have the ability to differentiate into
specialized cells. Stem cells are separated from other cells within the body by three general properties:

. they are capable of self-division and self-renewal over long time periods;
. they are unspecialized; and
. they can give rise to specialized cells.

Stem cells offer the possibility of renewable sources of replacement cells and new tissues to treat many kinds of diseases, conditions, and
disabilities. All stem cells originate from three places: certain adult tissues (adult); UCB (umbilical); and the human embryo (embryonic). Stem
cells obtained from a person after birth are adult stem cells and are found within various tissues that make up the body. These stem cells act as a
repair and maintenance system, dividing regularly to provide the body with specialized cells to take the place of those that perish. Pluristem s
technology employs only adult adherent stem cells from the placenta.

Our Technology

We are dedicated to the commercialization of non-personalized (allogeneic) cell therapy products. We are expanding non-controversial
placental-derived adherent stromal cells (ASCs) via a proprietary 3D process, termed PluriX , into therapeutics for a variety of degenerative,
malignant and autoimmune disorders.

The PluriX imitates the natural microstructure of bone marrow and does not require supplemental growth factors or other exogenous materials.
Our PluriX Bioreactor System uses a three-dimensional system of stromal cell cultures and substrates to create an artificial physiological
environment where placental stem cells (obtained after birth) can naturally grow and reproduce outside of the human body without any use of
exogenous biologics or pharmacologicals. Using a natural growth mechanism eliminates the risk of genetic instability. Unlike conventional
two-dimensional culturing methods, our three-dimensional microenvironment closely resembles the structure and function of the body s bone
marrow environment. Our system aims to trick stem cells into growing and reproducing in the same way they would in living organs. Because
the size and scale of the PluriX Bioreactor is larger than that of human bone marrow, stem cell growth can be greatly expanded. After the ASCs
are grown in our PluriX reactor, the cells are then separated from the three-dimensional culture.

We believe that the resultant PLX (PLacental eXpanded) cell efficacy may be related to the secretion of cytokines or other potent immune
modulators. Furthermore, PLX cells are immune privileged and have immunomodulatory properties, thus protecting the recipient from
immunological reactions that often accompany transplantations.
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Product Candidates

PLX-PAD

We are developing PLX-PAD cells as an allogeneic therapeutic product to treat CLI which results from PAD. Like all of our other stem cells,
PLX-PAD cells are to be stored ready to use and shipped to hospitals and clinics for use as an intra-muscular treatment for the affected limb of a
patient suffering from CLI. In 2008, we completed safety and bio-distribution studies in non-obese, diabetic, severe combined immunodeficient
(NOD/SCID) mice. These studies indicated a statistically significant increase in new vessel formation (angiogenesis) and blood flow in an

affected limb treated with PLX-PAD cells. In March 2009, the U.S. Food and Drug Administration cleared our Investigational New Drug
application to initiate a Phase I clinical trial for the treatment of critical limb ischemia using our PLX-PAD product.

In June 2009, the Paul Ehrlich Institute (PEI), the German competent authority in the European Union, approved our clinical trial application
(CTA) and granted approval for us to begin clinical trials of PLX-PAD.

In July 2009, the first patient was enrolled in a Phase I clinical trial of our PLX-PAD product at the Franziskus-Krankenhaus Hospital, Berlin.

In September 2009, we began enrolling patients in the U.S. for a Phase I clinical trial of our PLX-PAD product. The enrollment began at the
Center for Therapeutic Angiogenesis in Birmingham, Alabama. In addition, Duke University Medical Center will be screening patients for the
trial. The Phase I study is designed to evaluate the safety of PLX-PAD in patients with CLI. A total of up to 12 adults with the disease will be
included in this dose escalating trial. On September 23, 2009 we announced the dosing of the first patient in the U.S. with our PLX-PAD
product.

Critical Limb Ischemia

Peripheral artery occlusive disease (PAOD), also known as peripheral vascular disease (PVD) or, more commonly, PAD is a term used to
describe diseases caused by the obstruction of peripheral arteries resulting from atherosclerosis or other inflammatory processes that can lead to
ischemia. CLI is the severe subset and natural endpoint of PAD.

PAD and CLI are aggravated by conditions such as hypercholesterolemia, smoking and diabetes with the incidence doubling in patients with
these risk factors. One system for staging peripheral artery disease severity is the Rutherford categories 1 through 6, with critical limb ischemia
defined by category 4 (ischemic rest pain), category 5 (minor tissue loss), and category 6 (ulceration or gangrene). The severity of the
manifestations is often a reflection of the degree of obstruction in the arterial perfusion of the extremity. Analysis of data from the 2009 update
on heart disease and stroke statistics published in the journal Circulation (Circulation. 2009;119:e21-e181. Published online before print
December 15, 2008) indicates that approximately 8 million people over the age of 40 in the United States are with afflicted with PAD. PAD
increases significantly with age, rising to as high as approximately 20% of the population of those over the age of 70, which has resulted in a
growing market for therapies intended to treat this disorder. It has been estimated that CLI affects approximately 1.1 million U.S. patients and is
anticipated to grow to approximately 1.4 million patients by 2015 according to The Sage Group Report of September 12, 2005. This could result
in approximately 160,000 to 200,000 PAD-amputations performed annually in the United States.

Additionally we have reported favorable results administering PLX cells in systemically administration in several indications, the table below
summaries the status of these studies:

Product For the treatment of Status

PLX-IBD Inflammatory bowel disease Pre- Clinical

PLX-STROKE Ischemic stroke Pre- Clinical

PLX-BMT Bone marrow transplantation Pre- Clinical

PLX-MS Multiple sclerosis Proof of concept
-6-
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Intellectual Property

Our success will depend in part on our ability to protect our technology and products with patents. Our technology is patented in the U.S.,
Australia, Russia, Mexico, China, Hong Kong, India, New Zealand and South Africa. The earliest of these patents will expire in 2020. In
addition, we have patents pending in Europe, Canada, Japan and other countries.

The patents included in our portfolio address the composition, processes and therapeutic use of adherent stromal cells. We are committed to
protecting our intellectual property position and to aggressively pursue our patent portfolio.

Through our experience with ASC-based product development, we have developed expertise and know-how in this field. We are in the final
stage of building our ability to manufacture clinical grade ASCs in-house. To protect this non-patentable know-how, our policies require
confidentiality agreements with our employees, consultants, contractors, manufacturers and advisors. These agreements generally provide for
protection of confidential information, restrictions on the use of materials and assignment of inventions conceived during the course of
performance for us. These agreements might not effectively prevent disclosure of our confidential information.

We fully own our intellectual property and we have no obligations to pay royalties to any third party, except for royalties to the OCS (see note
7D in our audited consolidated financial statements for fiscal 2009 included elsewhere in this Form 10-K).

Research and Development
We spent on research and development $3,141,000 and $4,393,000 on fiscal year 2009 and 2008, respectively.

Foundational Research. Our core technology, the PluriX Bioreactor system, was developed by our former Chief Technology Officer, Dr. Shai
Meretzki of the Technion - Israel Institute of Technology s Rappaport Faculty of Medicine. Dr. Meretzki also worked in close collaboration with
Professor Dov Zipori and Dr. Avinoam Kadouri of the Weizmann Institute of Science. Professor Zipori specializes in cultures and stromal cells
and Dr. Kadouri specializes in the planning and creation of bioreactors.

Ongoing Research and Development Plan.

In July 2007, we entered into a five years collaborative research agreement with the Center for Regenerative Therapies at Charite University
Hospital of Berlin (BCRT). Pluristem and BCRT are collaborating on a variety of indications utilizing adherent stromal cells derived from the
placenta that have been expanded in the Company s proprietary bioreactor. The initial successful project collaboration was for developing and
characterizing the mechanism of action of the PLX-PAD cells in allogeneic therapeutic product to treat CLI, which results from peripheral artery
disease PAD. According to the agreement, we will be the exclusive owner of the technology and any products produced as a result of the
collaboration. In December 2008 we have entered into a clinical trials agreement with the BCRT, and accordingly the BCRT will be one of our
clinical sites in Germany for the CLI clinical trials.

Our research and development facilities are in Haifa, Israel. The facility has been approved as a Good Manufacturing Practices (GMP) standard
site for the purpose of manufacturing PLX cells by an inspector from the European Medicines Agency (EMEA). In addition, the U.S. Food and
Drug Administration (FDA) approved the design of the clean room. The research and development facilities include 13,800 square feet in total.

We receive the placentas used for our research activities from hospitals in Israel. Any medical waste related to the use of placentas is treated in
compliance with environmental laws and standards.
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Government Regulation

The development, manufacture, commercialization and reimbursement of our cell therapy product candidates are subject to the laws and
regulations of governmental authorities in the U.S. and other countries in which our products will be marketed in the future. Specifically, in the
U.S., the FDA, among other activities, regulates new product approvals to establish safety and efficacy of these products, furthermore, various
governmental statutes and regulations also govern or influence testing, manufacturing, safety, labeling, storage and record keeping related to
such products and their marketing. Governments in other countries have similar requirements for testing and marketing.

Regulatory Process in the United States

Our product candidates are subject to regulation as biological products under the Public Health Service Act and the Food, Drug and Cosmetic
Act. The FDA generally requires the following steps for pre-market approval or licensure of a new biological product:

. Preclinical laboratory and animal tests conducted in compliance with the FDA s Good Laboratory Practice, or GLP, requirements to
assess a drug s biological activity and to identify potential safety problems, and to characterize and document the product s chemistry,
manufacturing controls, formulation, and stability. We conduct preclinical testing for internal use and as support for submissions to the
FDA. Preclinical testing generally included various types of in-vitro laboratory evaluations of the PLX-PAD product candidate as well as
animal studies to assess the safety and the functionality of the product,

. Submission to the FDA of an Investigational New Drug, or IND application, which must become effective before clinical testing in
humans can begin; following submission of the IND, the FDA has 30 days to review the application and raise safety and other clinical
trial issues. If we are not notified of objections within that period, clinical trials may be initiated, and human clinical trials may
commence at a specified number of investigational sites with the number of patients approved by the FDA. We have submitted one IND
for our PLX-PAD product candidate, and we are conducting a clinical study under this IND.

. Obtaining approval of Institutional Review Boards, or IRBs, of research institutions or other clinical sites to introduce the biologic drug
candidate into humans in clinical trials; adequate and well-controlled human clinical trials to establish the safety and efficacy of the
product for its intended indication conducted in compliance with the FDA s Good Clinical Practice, or GCP, requirements. We have
obtained approval from two IRBs: (i) Western Institutional Review Board or WIRB, on behalf of the Center for Therapeutic
Angiogenesis in Birmingham, Alabama, (ii) The Duke University Health System Institutional Review Board or DUHS IRB, on behalf of
Duke University Medical Center. Our phase I study utilizing our PLX-PAD product candidate for the treatment of Critical Limb
Ischemia patients,

. Compliance with current Good Manufacturing Practices, or cGMP regulations and standards;

. Submission to the FDA of a Biologics License Application, or BLA, for marketing that includes adequate results of preclinical testing
and clinical trials;

FDA reviews the marketing application in order to determine, among other things, whether the product is safe, effective and potent for its

intended uses; and obtaining FDA approval of the BLA, including inspection and approval of the product manufacturing facility as compliant

with cGMP requirements, prior to any commercial sale or shipment of the pharmaceutical agent.

The FDA may also require post-marketing testing and surveillance of approved products, or place other conditions on the approvals.
Regulatory Process in Europe

The European Union (EU) has approved a regulation specific to cell and tissue products and our PLX-PAD cell therapy product candidate is
regulated under this Advanced Therapy Medicinal Product (ATMP) regulation, or the EU Directive.

For products that are regulated as an ATMP, the EU Directive requires:

1) Preclinical laboratory and animal testing;

(i)  Filing a Clinical Trial Application (CTA) with an Investigational Medicinal Product Dossier (IMPD) with the Competent Authority of
each EU Member State (MS) in which it intends to conduct human clinical trials. The MS Competent Authority has 90 days to review the
application and raise safety and other clinical trial issues. The EU Clinical Directive allows the Competent Authority to extend this
review period if it deems it necessary for the safety of the patient or if it needs additional time to conduct a thorough review.

-8-
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(iii))  Obtaining approval of Ethic Committees of research institutions or other clinical sites to introduce the biologic drug candidate into
humans in clinical trials; adequate and well-controlled human clinical trials to establish the safety and efficacy of the product for its
intended indication conducted in compliance with the Good Clinical Practice requirements.

(iv)  Adequate and well-controlled clinical trials to establish the safety and efficacy of the product for its intended use;
W) Submission to EMEA for a Marketing Authorization (MA); and,

(vi)  Review and approval of the MA.

We have submitted and obtained approval for one CTA for our PLX-PAD product in Germany, and we have obtained approval from the local
Ethic Committee of Berlin and are conducting a clinical study under this approval for our phase I study utilizing the PLX-PAD product for the
treatment of Critical Limb Ischemia patients.

Employees

We presently employ a total of 34 full-time employees and 3 part-time employees, of whom 28 full-time employees and 2 part-time employees
are engaged in research.

Competition

The cellular therapeutics industry, of which we are a part, is subject to technological changes that can be rapid and intense. We have faced, and
will continue to face, intense competition from biotechnology, pharmaceutical and biopharmaceutical companies, academic and research
institutions and governmental agencies engaged in cellular therapeutic and drug discovery activities or funding, both in the United States and
internationally. Some of these competitors are pursuing the development of cellular therapeutics, drugs and other therapies that target the same
diseases and conditions that we target in our clinical and pre-clinical programs.

We are aware of many companies working in this area, including: Osiris Therapeutics, Aastrom Biosciences, Cytori Therapeutics, Gamida Cell,
Geron, Mesoblast and Celgene. We expect to compete based upon, among other things, our intellectual property portfolio, our manufacturing
efficiencies and the efficacy of our products. Our ability to compete successfully will depend on our continued ability to attract and retain
experienced and skilled executive, scientific and clinical development personnel to identify and develop viable cellular therapeutic candidates
and exploit these products commercially.

Item 1A. Risk Factors.

The following risk factors, among others, could affect our actual results of operations and could cause our actual results to differ materially
from those expressed in forward-looking statements made by us. These forward-looking statements are based on current expectations and we
assume no obligation to update this information. You should carefully consider the risks described below and elsewhere in this annual report
before making an investment decision. Our business, financial condition or results of operations could be materially adversely affected by any of
these risks. Our common stock is considered speculative and the trading price of our common stock could decline due to any of these risks, and
you may lose all or part of your investment. The following risk factors are not the only risk factors facing our company. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial may also affect our business.

We have not earned any revenues since our incorporation and only have a limited operating history in our current business of developing and
commercializing stem cell production technology, which raise doubts about our ability to continue as a going concern.

We have a limited operating history in our current business of developing and commercializing stem cell production technology and must be
considered in the development stage. We have not generated any revenues since our inception and we will, in all likelihood, continue to incur
operating expenses without significant revenues until we successfully develop our stem cell production technology and commercialize our cell
therapy products. Our primary source of funds has been the sale of our common stock. We cannot give assurances that we will be able to
generate any significant revenues or income. These circumstances make us dependent on additional financial support until profitability is
achieved. There is no assurance that we will ever be profitable or that we will be able to continue as a going concern as is noted in the notes to
our consolidated financial statements for the year ended June 30, 2009.

-9.
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Our independent registered public accounting firm s report states that there is a substantial doubt that we will be able to continue as a going
concern.

Our independent registered public accounting firm, Kost, Forer, Gabbay & Kassierer a Member of Ernst & Young Global, state in their audit
report attached to our audited consolidated financial statements for the fiscal years that ended June 30, 2009 and 2008 that since we are an
exploration stage company, we have no established source of revenue, and are dependent on our ability to raise capital from shareholders and
other sources to sustain operations, there is a substantial doubt that we will be able to continue as a going concern. There can be no assurance
that acceptable financing to fund our ongoing operations can be obtained on suitable terms, if at all. If we are unable to obtain the financing
necessary to support our operations, we may be unable to continue as a going concern. In that event, we may be forced to cease operations and
our stockholders could lose their entire investment in our company.

Our likelihood of profitability depends on our ability to develop and commercialize products based on our stem cell production technology,
which is currently in the development stage. If we are unable to complete the development and commercialization of our stem cell products
successfully, our likelihood of profitability will be limited severely.

We are engaged in the business of developing cell therapy products. We have not realized a profit from our operations to date and there is little
likelihood that we will realize any profits in the short or medium term. Any profitability in the future from our Company s business will be
dependent upon successful commercialization of our potential cell therapy products, which will require significant additional research and
development as well as substantial clinical trials.

If we are not able to successfully develop and commercialize our cell therapy product candidates and obtain the necessary regulatory approvals,
we may not generate sufficient revenues to continue our business operations.

Our early stage cell therapy product candidates may fail to perform as we expect. Moreover even if our cell therapy product candidates
will successfully perform as expected, in later stages of development may fail to show the desired safety and efficacy traits despite having
progressed successfully through preclinical or initial clinical testing. We will need to devote significant additional research and development,
financial resources and personnel to develop commercially viable products and obtain the necessary regulatory approvals.

If our cell therapy product candidates do not prove to be safe and efficacious in clinical trials, we will not obtain the required regulatory
approvals. If we fail to obtain such approvals, we may not generate sufficient revenues to continue our business operations.

Even if we obtain regulatory approval of a product, that approval may be subject to limitations on the indicated uses for which it may be
marketed. Even after granting regulatory approval, the FDA and regulatory agencies in other countries continue to review and inspect marketed
products, manufacturers and manufacturing facilities, which may create additional regulatory burdens. Later discovery of previously unknown
problems with a product, manufacturer or facility, may result in restrictions on the product or manufacturer, including a withdrawal of the
product from the market. Further, regulatory agencies may establish additional regulations that could prevent or delay regulatory approval of our
products.

We cannot market and sell our cell therapy product candidates in the United States or in other countries if we fail to obtain the necessary
regulatory approvals or licensure.

We cannot sell our cell therapy product candidates until regulatory agencies grant marketing approval, or licensure. The process of
obtaining regulatory approval is lengthy, expensive and uncertain. It is likely to take several years to obtain the required regulatory approvals for
our cell therapy product candidates, or we may never gain the necessary approvals. Any difficulties that we encounter in obtaining regulatory
approval may have a substantial adverse impact on our operations and cause our stock price to decline significantly.

-10-
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To obtain marketing approvals in the United States for cell therapy product candidates we must, among other requirements, complete
carefully controlled and well-designed clinical trials sufficient to demonstrate to the FDA that the cell therapy product candidates is safe and
effective for each disease for which we seek approval. So far, we are at the beginning of conducting Phase I clinical trials for our PLX-PAD
product, which is our only product that is the subject to clinical trials. Several factors could prevent completion or cause significant delay of
these trials, including an inability to enroll the required number of patients or failure to demonstrate adequately that cell therapy product
candidates are safe, effective and potent for use in humans. Negative or inconclusive results from or adverse medical events during a clinical
trial could cause the clinical trial to be repeated or a program to be terminated, even if other studies or trials relating to the program are
successful. The FDA can place a clinical trial on hold if, among other reasons, it finds that patients enrolled in the trial are or would be exposed
to an unreasonable and significant risk of illness or injury. If safety concerns develop, we or the FDA could stop our trials before completion.

If we encounter problems or delays in the research and development of our potential cell therapy products, we may not be able to raise sufficient
capital to finance our operation during the period required to resolve such problems or delays.

Our cell therapy products are currently in the development stage and we anticipate that we will continue to incur operating expenses without
significant revenues until we have successfully completed all necessary research and clinical trials. We, and any of our potential collaborators,
may encounter problems and delays relating to research and development, regulatory approval and intellectual property rights of our technology.
Our research and development programs may not be successful, and our cell culture technology may not facilitate the production of cells outside
the human body with the expected result. Our cell therapy products may not prove to be safe and efficacious in clinical trials. If any of these
events occur, we may not have adequate resources to continue operations for the period required to resolve the issue delaying commercialization
and we may not be able to raise capital to finance our continued operation during the period required for resolution of that issue. Accordingly,
we may be forced to discontinue or suspend our operations.

If we are not able to conduct our clinical trials properly and on schedule, marketing approval by FDA and other regulatory authorities may be
delayed or denied.

The completion of our clinical trials may be delayed or terminated for many reasons, including, but not limited to, if:

. the FDA does not grant permission to proceed and places the trial on clinical hold;

. subjects do not enroll in our trials at the rate we expect;

. subjects experience an unacceptable rate or severity of adverse side effects;

. third-party clinical investigators do not perform our clinical trials on our anticipated schedule or consistent with the clinical trial

protocol, Good Clinical Practice and regulatory requirements, or other third parties do not perform data collection and analysis in
a timely or accurate manner;

. inspections of clinical trial sites by the FDA or Institutional Review Boards (IRBs) of research institutions participating in our
clinical trials find regulatory violations that require us to undertake corrective action, suspend or terminate one or more sites, or
prohibit us from using some or all of the data in support of our marketing applications; or

. one or more IRBs suspends or terminates the trial at an investigational site, precludes enrollment of additional subjects, or
withdraws its approval of the trial.
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Our development costs will increase if we have material delays in our clinical trials, or if we are required to modify, suspend, terminate
or repeat a clinical trial. If we are unable to conduct our clinical trials properly and on schedule, marketing approval may be delayed or
denied by the FDA.

We may not be able to secure and maintain research institutions to conduct our clinical trials.

We rely on research institutions to conduct our clinical trials. Specifically, the limited number of centers experienced with cell therapy products
candidates heightens our dependence on such research institutions. Our reliance upon research institutions, including hospitals and clinics,
provides us with less control over the timing and cost of clinical trials and the ability to recruit subjects. If we are unable to reach agreement with
suitable research institutions on acceptable terms, or if any resulting agreement is terminated, we may be unable to quickly replace the research
institution with another qualified institution on acceptable terms. We may not be able to secure and maintain suitable research institutions to
conduct our clinical trials.

We need to raise additional financing to support the research and development of our cell therapy products and our products in the future but
we cannot be sure we will be able to obtain additional financing on terms favourable to us when needed. If we are unable to obtain additional
financing to meet our needs, our operations may be adversely affected or terminated.

Our ability to continue to develop and commercialize our potential cell therapy products is dependent upon our ability to raise significant
additional financing when needed. If we are unable to obtain such financing, we will not be able to fully develop our technology and
commercialize our cell therapy products. Our future capital requirements will depend upon many factors, including:

. continued scientific progress in our research and development programs;

. costs and timing of conducting clinical trials and seeking regulatory approvals and patent prosecutions;
. competing technological and market developments;

. our ability to establish additional collaborative relationships; and

. the effect of commercialization activities and facility expansions if and as required.

We have limited financial resources and, to date, negative cash flow from operations. Although we anticipate that our existing capital resources
will be adequate to satisfy our working capital and capital expenditure requirements until at least March 2010, we will need to raise additional
funds in the near future in order to satisfy our working capital and capital expenditure requirements. Therefore, we are dependent on our ability
to sell our common stock for funds, receive grants or to otherwise raise capital. There can be no assurance that we will be able to obtain
financing on that basis in light of the market demand for our securities, the state of financial markets generally, and other relevant factors. Any
sale of our common stock in the future will result in dilution to existing stockholders. Furthermore, there is no assurance that we will not incur
debt in the future, that we will have sufficient funds to repay our future indebtedness, or that we will not default on our future debts, jeopardizing
our business viability. Finally, we may not be able to borrow or raise additional capital in the future to meet our needs or to otherwise provide
the capital necessary to conduct the development and commercialization of our potential cell therapy products, which could result in the loss of
some or all of one s investment in our common stock.

We cannot guarantee continuation of government programs and tax benefits.

We have in the past received certain Israeli government approval under certain programs and may in the future utilize certain tax benefits
in Israel by virtue of these programs. To remain eligible for such tax benefits, we must continue to meet certain conditions, including making
some specified investments in fixed assets. If we fail to comply with these conditions in the future, the benefits we receive could be canceled and
we may pay certain taxes. We cannot guarantee that these programs and tax benefits will be continued in the future, at their current levels or at
all. If these programs and tax benefits are ended, our business, financial condition and results of operations could be negatively affected.
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Because we received grants from the Israeli Office of the Chief Scientist, we are subject to ongoing restrictions.

We received royalty-bearing grants from the Israeli Office of the Chief Scientist of the Israeli Ministry of Industry, Trade and Labor, or
the Chief Scientist, for research and development programs that meet specified criteria. The terms of the Chief Scientist s grants limit our ability
to transfer know-how developed under an approved research and development program outside of Israel, regardless of whether the royalties
were fully paid. Any non-Israeli citizen, resident or entity that, among other things, becomes a holder of 5% or more of our share capital or
voting rights, is entitled to appoint one or more of our directors or our chief executive officer, serves as a director of our company or as our chief
executive officer is generally required to notify the same to the Chief Scientist and to undertake to observe the law governing the grant programs
of the Chief Scientist, the principal restrictions of which are the transferability limits described above.

We are exposed to fluctuations in currency exchange rates.

A significant portion of our business is conducted outside the United States. Therefore, we are exposed to currency exchange fluctuations in
other currencies such as the Euro and the New Israeli Shekel (NIS). Moreover, a portion of our expenses in Israel and Europe are paid in NIS
and Euros, respectively, which subjects us to the risks of foreign currency fluctuations. Our primary expenses paid in NIS are employee salaries,
fees for consultants and subcontractors and lease payments on our Israeli facilities.

The dollar cost of our operations in Israel will increase to the extent increases in the rate of inflation in Israel are not offset by a devaluation of
the NIS in relation to the dollar, which would harm our results of operations.

Since a considerable portion of our expenses such as employees salaries are linked to an extent to the rate of inflation in Israel, the dollar cost of
our operations is influenced by the extent to which any increase in the rate of inflation in Israel is or is not offset by the devaluation of the NIS in
relation to the dollar. As a result, we are exposed to the risk that the NIS, after adjustment for inflation in Israel, will appreciate in relation to the
dollar. In that event, the dollar cost of our operations in Israel will increase and our dollar-measured results of operations will be adversely
affected. During the past few years inflation-adjusted NIS appreciated against the dollar, which raised the dollar cost of our Israeli operations.
We cannot predict whether the NIS will appreciate against the dollar or vice versa in the future. Any increase in the rate of inflation in Israel,
unless the increase is offset on a timely basis by a devaluation of the NIS in relation to the dollar, will increase labor and other costs, which will
increase the dollar cost of our operations in Israel and harm our results of operations.

If we fail to obtain and maintain required regulatory approvals for our potential cell therapy products, our ability to commercialize our
potential cell therapy products will be limited severely.

Once our potential cell therapy products are fully developed, we intend to market our potential cell therapy products primarily in the United
States and Europe. We must obtain FDA approval of our technology and potential cell therapy products before commercialization of our
potential cell therapy products may commence in the United States and similar agencies in Europe. We may also be required to obtain additional
approvals from foreign regulatory authorities to commence our marketing activities in those jurisdictions. If we cannot demonstrate the safety,
reliability and efficacy of our cells, including long-term sustained cell engraftment, or if one or more patients die or suffer severe complications
in clinical trials, the FDA and/or other regulatory authorities could delay or withhold regulatory approval of our technology and potential
products.

Furthermore, even if we obtain regulatory approval for our cell therapy products, that approval may be subject to limitations on the indicated
uses for which they may be marketed. Even after granting regulatory approval, the FDA, other regulatory agencies, and governments in other
countries will continue to review and inspect marketed products, manufacturers and manufacturing facilities. Later discovery of previously
unknown problems with a product, manufacturer or facility may result in restrictions on the product or manufacturer, including a withdrawal of
the product from the market. Further, governmental regulatory agencies may establish additional regulations, which could prevent or delay
regulatory approval of our technology and our potential cell therapy products.
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We have very limited experience in conducting and managing human trials. If we fail in the conducting of such trials, our business will be
materially harmed.

Even though we have recruited in the past year employees who are experienced in managing and conducting clinical trials, we still have very
limited experience in this area. We will need to expand on our experience in order to obtain regulatory approvals for our therapeutic product
candidates. The failure to successfully conduct clinical trials could materially harm our business.

The trend towards consolidation in the pharmaceutical and biotechnology industries may adversely affect us.

There is a trend towards consolidation in the pharmaceutical and biotechnology industries. This consolidation trend may result in the
remaining companies having greater financial resources and discovery technological capabilities, thus intensifying competition in these
industries. This trend may also result in fewer potential collaborators or licensees for our therapeutic product candidates. Also, if a consolidating
company is already doing business with our competitors, we may lose existing licensees or collaborators as a result of such consolidation.

This trend may adversely affect our ability to enter into agreements for the development and commercialization of our product candidates,
and as a result may harm our business.

Our product development programs are based on novel technologies and are inherently risky.

We are subject to the risks of failure inherent in the development of products based on new technologies. The novel nature of our
therapeutics creates significant challenges in regards to product development and optimization, manufacturing, government regulation,
thi