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Statements made in this Report that are not historical facts may constitute forward-looking statements that are subject to risks and uncertainties that
could cause actual results to differ materially from those discussed.  Such risks and uncertainties include but are not limited to those discussed in this report and in
BioTime's other reports filed with the Securities and Exchange Commission.  Words such as “expects,” “may,” “will,” “anticipates,” “intends,” “plans,”
“believes,” “seeks,” “estimates,” and similar expressions identify forward-looking statements.

Section 2 – Financial Information

Item 2.01 Completion of Acquisition or Disposition of Assets.

As previously reported, on May 3, 2010, we completed the acquisition of all of the issued preferred shares and ordinary shares of ES Cell International Pte Ltd, a
Singapore private limited company (“ESI”), and the secured promissory notes (the “Notes”) in the amount of approximately $35,000,000 of principal and accrued
interest, issued by ESI to a former ESI shareholder (the “Acquisition”).  We issued, in the aggregate, 1,383,400 BioTime common shares, and warrants to purchase
an additional 300,000 common shares at an exercise price of $10 per share, to acquire all of the ESI shares and Notes in the Acquisition.

We are amending our Current Report on Form 8-K to include, as exhibits, audited financial statements of ESI for the fiscal years ended March 31, 2010 and 2009,
and unaudited pro forma combined financial statements which give effect to our acquisition of ESI as if the acquisition took place on December 31, 2009. Amounts
shown in the audited financial statements of ESI are presented in Singapore Dollars (“S$”). Amounts shown in the pro forma financial statements are presented in
United States Dollars.

Section 9-Financial Statements and Exhibits

Item 9.01 Financial Statements and Exhibits.

(a) Financial Statements of Business Acquired:
 Balance Sheet at March 31, 2010 and 2009
Statements of Operations for the Twelve Months Ended March 31, 2010 and March 31, 2009
Statement of Cash Flows for the Twelve Months Ended March 31, 2010 and March 31, 2009

(b) Pro Forma Financial Information
Pro Forma Combined Statement of Operations for the Twelve Months Ended December 31, 2009 (unaudited)
Pro Forma Combined Statement of Operations for the Three Months Ended March 31, 2010 (unaudited)
Pro Forma Combined Balance Sheet as at March 31, 2010 (unaudited)
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(d) Exhibits.

Exhibit Number  Description
Exhibit 23.1  Consent of Ernst & Young LLP
Exhibit 23.2  Consent of Deloitte Touche Tohmatsu
Exhibit 99.1  Audited Consolidated Financial Statements of ES Cell International Pte Ltd
Exhibit 99.2  Unaudited Pro Forma Combined Financial Statements

 
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 hereunto duly authorized.

 BIOTIME, INC.
   
Date:  July 15, 2010 By /s/ Steven A. Seinberg  
  Chief Financial Officer

Exhibit Number  Description
Exhibit 23.1  Consent of Ernst & Young LLP
Exhibit 23.2  Consent of Deloitte Touche Tohmatsu
Exhibit 99.1  Audited Consolidated Financial Statements of ES Cell International Pte Ltd
Exhibit 99.2  Unaudited Pro Forma Combined Financial Statements
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Exhibit 23.1
 

Consent of Independent Auditors

We consent to the incorporation by reference in the following Registration Statements :

(1) Registration Statement (Form S-3 No. 333-99205) of BioTime, Inc.;
(2) Registration Statement (Form S-3 No. 333-166862) of BioTime, Inc.;
(3) Registration Statement (Form S-3 No. 333-167822) of BioTime, Inc.;
(4) Registration Statement (Form S-8 No. 333-101651) pertaining to the Employee Benefit Plans of BioTime, Inc.;
(5) Registration Statement (Form S-8 No. 333-122844) pertaining to the Employee Benefit Plans of BioTime, Inc., and
(6) Registration Statement (Form S-8 No. 333-163396) pertaining to the Employee Benefit Plans of BioTime, Inc.;

of our report dated July 15, 2010, with respect to the consolidated financial statements of ES Cell International Pte Ltd included in this Form 8-K/A-1 of BioTime
Inc.

/s/  Ernst & Young LLP
Singapore
July 15, 2010
 
 



Exhibit 23.2

CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference in Registration Statements Nos. 333-99205, 333-166862, 333-167822 on Form S-3 and Nos. 33-56766, 33-88968,
333-101651, 333-122844, 333-163396 on Form S-8 of our report, dated July 7, 2010, relating to the financial statements of Cell Cure Neurosciences Ltd as of and
for the years ended March 31, 2010 and 2009, appearing in the Current Report on Form 8-K/A-l of BioTime Inc.

/s/ Brightman Almagor Zohar & Co.
Brightman Almagor Zohar & Co.
A member of Deloitte Touche Tohmatsu
Tel Aviv, Israel
July 14, 2010
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ES Cell International Pte Ltd and Subsidiary Company
Report of Independent Auditors

The Board of Directors and Shareholder of ES Cell International Pte Ltd & its subsidiary

 
We have audited the accompanying consolidated balance sheets of ES Cell International Pte Ltd (“the Company”) and its subsidiary (collectively, “the Group”), as
of March 31, 2009 and 2010, the related consolidated statement of comprehensive income, statement of changes in equity and cash flow statement for the years
then ended, and a summary of significant accounting policies and other explanatory notes. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audits. We did not audit the financial statements of Cell Cure
Neurosciences Ltd, (a corporation in which the Company has an 55% & 49% interest respectively, as at March 31, 2009 and 2010), which statements reflect total
assets of $2,289,540 as of March 31, 2009 and total revenue of $nil for the year then ended.  In the consolidated financial statements, the Company’s investment in
Cell Cure Neurosciences Ltd is stated at $430,972 at March 31, 2010 and the Company’s equity in the net loss of Cell Cure Neurosciences Ltd is stated at
$447,229 for the year then ended. Those statements were prepared in accordance with International Financial Reporting Standards as issued by the International
Accounting Standards Board (“IFRS”) with a reconciliation to U.S. Generally Accepted Accounting Principles and were audited by another auditor whose report
has been furnished to us, and our opinion, insofar as it relates to th e amounts included for Cell Cure Neurosciences Ltd, on the basis of IFRS with a reconciliation
to U.S. Generally Accepted Accounting Principles, as of and for the years ended March 31, 2009 and 2010, is based solely on the report of the other auditor. We
have applied auditing procedures to the adjustments to reflect the consolidation of Cell Cure Neurosciences Ltd as of and for the year ended 31 March 2009 and
adjustments to reflect the investment in Cell Cure Neurosciences Ltd and share of loss of Cell Cure Neurosciences Ltd as of and for the year ended 31 March 2010
in accordance with Singapore Financial Reporting Standards.

We conducted our audits in accordance with the auditing standards generally accepted in the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. We were not engaged to perform an audit of the
Company's internal control over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits and the report of the other auditor provide a reasonable basis for our opinion.

In our opinion, based on our audits and the report of the other auditor, the financial statements referred to above present fairly, in all material respects, the
consolidated financial position of the Group as at March 31, 2009 and March 31, 2010, and the consolidated results of its operations and its cash flows for the
years then ended, in conformity with the Singapore Financial Reporting Standards, which differs in certain respects from U.S. Generally Accepted Accounting
Principles (see Note 23 to the financial statements).

/s/   Ernst & Young LLP
Singapore
July 15, 2010
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ES Cell International Pte Ltd and Subsidiary Company

Consolidated Balance Sheet as at March 31 2009 and 2010

     Group  

  Note   
As at March

31, 2010   
As at March

31, 2009  
      S$    S$  
Non-current assets            
Property, plant and equipment  4    140,597   302,674 
Interest in associated company  5    430,972   – 
      571,569   302,674 
            
Current assets            
Trade receivables  6    168,033   617,375 
Other receivables  7    27,343   209,282 
Cash and cash equivalents  8    475,912   3,693,327 

      671,288   4,519,984 
            
Current liabilities            
Trade and other payables  9    607,028   990,447 
Deferred capital grants  10    –   – 
Convertible notes  11    10,794,792   – 
Financial derivatives  11    408,602   12,657,527 

      11,810,422   13,647,974 
Net current liabilities      (11,139,134)   (9,127,990)
            
Non-current liabilities            
Convertible notes  11    6,639,198   10,728,497 
Deferred capital grants  10    –   229,680 
Accrued severance pay      –   7,349 
      6,639,198   10,965,526 
Net liabilities      (17,206,763)   (19,790,842)
            
Equity attributable to equity holders of the Company            
            
Total shareholder’s equity      (17,206,763)   (20,545,924)
Minority interest      –   755,082 
Total equity      (17,206,763)   (19,790,842)

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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ES Cell International Pte Ltd and Subsidiary Company

Consolidated Statement of Comprehensive Income
for the years ended March 31, 2009 and 2010

 
     Group  

  Note   

Year ended
March 31,

2010   
Year ended

March 31, 2009 
      S$    S$  
            
Revenue            
Sales of goods      97,873   94,473 
Grant income      472,506   318,190 
License income      84,890   89,001 
      655,269   501,664 
Operating expenses            
Employee benefits  16    (1,019,954)   (1,517,760)
Scientific expenses      (1,578,351)   (1,142,931)
Depreciation of property, plant and equipment  14    (113,149)   (122,004)
Impairment loss on property, plant and equipment  14    –   (18,495)
Facility and other operating expenses      (1,045,768)   (505,447)
Gain on dilution of shareholding in subsidiary  5    617,847   – 
Total operating expenses      (3,139,375)   (3,306,637)
            
            
Other income      247,257   177,198 
            
Loss from operating activities  14    (2,236,849)   (2,627,775)
Interest income      2,935   63,972 
Finance cost – convertible notes  11    (6,705,493)   (3,847,634)
Fair value gain on derivative financial instrument  11    12,248,925   12,527,840 
      3,309,518   6,116,403 
Share of loss of associated company  5    (447,229)   – 
            
Profit before taxation      2,862,289   6,116,403 
Taxation  15    –   – 
Profit for the year      2,862,289   6,116,403 
            
            
Other comprehensive income for the year, net of tax            
Foreign currency translation reserve      79,517   (152,849)
Total comprehensive income for the year      2,941,806   5,963,554 
            
            
Profit attributable to:            
Equity holders of the Company      3,373,773   6,611,708 
Minority interest      (511,484)   (495,305)
      2,862,289   6,116,403 

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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ES Cell International Pte Ltd and Subsidiary Company

Statement of Changes in Equity for the years ended March 31, 2009 and 2010

 
  Attributable to equity owners of the Company     

  
Share
capital   

Capital
options
reserve   

Share
option
reserve   

Capital
Reserve   

Foreign
currency

translation
reserve   

Accumulated
losses   Total   

Minority
interest   Total  

   S$    S$    S$    S$    S$    S$    S$    S$    S$  
  (Note 12)       (Note 13)                          
Group                                     
                                     
Balance at April 1, 2008  18,646,208   85   1,256,521   595,320   386,644   (47,956,645)   (27,071,867)   1,317,471   (25,754,396)
Expired / forfeited share

options (Note 13)   –   –   (965,321)   –   –   965,321   –   –   – 
Translation difference   –   –   –   –   (85,765)   –   (85,765)   (67,084)   (152,849)
Net profit for the

financial year   –   –   –   –   –   6,611,708   6,611,708   (495,305)   6,116,403 
Balance at March 31,

2009   18,646,208   85   291,200   595,320   300,879   (40,379,616)   (20,545,924)   755,082   (19,790,842)
Expired / forfeited share

options (Note 13)   –   –   (61,200)   –   –   61,200   –   –   – 
Translation difference   –   –   –   –   45,477   –   45,477   34,040   79,517 
Net profit for the

financial year   –   –   –   –   –   3,373,773   3,373,773   (511,484)   2,862,289 
Deemed disposal of

share of interest in
subsidiary   –   –   –   (59,421)   (20,668)   –   (80,089)   (277,638)   (357,727)

Balance at March 31,
2010   18,646,208   85   230,000   535,899   325,688   (36,944,643)   (17,206,763)   –   (17,206,763)

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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ES Cell International Pte Ltd and Subsidiary Company

Consolidated Cash Flow Statements for the years ended March 31, 2009 and 2010

 
     Group  

  Note   

Year ended
March 31,

2010   
Year ended

March 31, 2009 
      S$    S$  
            
Cash flows from operating activities:            
Profit before taxation      2,862,289   6,116,403 
Adjustments for:            

Depreciation of property, plant and equipment  14    113,149   122,004 
Impairment loss on property, plant and equipment  14    –   18,495 
Interest income      (2,935)   (63,972)
Fair value gain on derivative  11    (12,248,925)   (12,527,840)
Finance cost – convertible bonds  11    6,705,493   3,847,634 
Gain on dilution of shareholding in subsidiary  5    (617,847)   – 
Share of loss of associated company  5    447,229   – 
Foreign exchange difference      34,134   91,139 

            
Operating loss before changes in working capital      (2,707,413)   (2,396,137)
Decrease/(increase) in trade receivables      449,341   (188,063)
(Increase)/decrease in other receivables      (471,770)   1,031,031 
Increase/(decrease) in trade and other payables      179,646   (925,398)
Increase/(decrease) in deferred capital grant      143,760   (69,638)
Cash used in operations      (2,406,436)   (2,548,205)
Interest received      2,935   63,972 
Net cash flows used in operating activities      (2,403,501)   (2,484,233)
            
            
Cash flows from investing activities:            
Net cash outflow on deemed disposal of interest in subsidiary  5    (706,710)   – 
Purchase of property, plant and equipment  4    (89,934)   (57,580)
Net cash flows used in investing activities      (796,644)   (57,580)
            
Cash flows from financing activity:            
Proceeds from issue of convertible notes      –   2,000,000 
Net cash flows from financing activity      –   2,000,000 
            
            
Net decrease in cash and cash equivalents      (3,200,145)   (541,813)
Effect of exchange rate changes on cash and cash equivalents      (17,270)   (151,004)
Cash and cash equivalents at beginning of financial year      3,693,327   4,386,144 
            
Cash and cash equivalents at end of financial year  8    475,912   3,693,327 

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

1. Corporate information

ES Cell International Pte Ltd (the "Company") is a limited liability company incorporated in Singapore. The immediate holding company is Biomedical
Sciences Investment Fund Pte Ltd, incorporated in Singapore, which is ultimately controlled through the Singapore Government's Economic
Development Board.

The registered office and principal place of business of the Company are located at 60 Biopolis Street, Genome #01-03, Singapore 138672.

The principal activities of the Company and its subsidiary company are to perform research and experimental development on life sciences.

Subsequent to balance sheet date on May 3 2010, BioTime, Inc. successfully acquired all the outstanding equity and debt instruments of the Company. As
a result, the immediate holding company has changed from Biomedical Sciences Investment Fund Pte Ltd to BioTime, Inc. (Refer to Note 22 for further
details).

 
2. Fundamental accounting concept

The financial statements of the Company have been prepared on a going concern basis, notwithstanding the deficiency in net assets, as the new immediate
holding company (BioTime, Inc.) of the Company has confirmed its intentions to provide an undertaking that they will provide adequate funds to the
Company to enable it to continue operations for the next twelve months.

3. Summary of significant accounting policies

3.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with Singapore Financial Reporting Standards ("FRS").

The consolidated financial statements have been prepared on a historical cost basis except as disclosed in the accounting policies below.

The accounting policies have been consistently applied by the Group and are consistent with those used in the previous financial year, except for the
changes in accounting policies discussed below.

The consolidated financial statements are presented in Singapore Dollars ("S$").
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

3.2 Changes in accounting policies

On 1 April 2009, the Group adopted the following standards and interpretations mandatory for annual financial periods beginning on or after 1 January
2009.

 · FRS 1 Presentation of Financial Statements (Revised)

 · Amendments to FRS 18 Revenue

 · Amendments to FRS 23 Borrowing Costs

 · Amendments to FRS 32 Financial Instruments: Presentation and FRS 1 Presentation of Financial Statements – Puttable Financial Instruments and
Obligations Arising on Liquidation

 · Amendments to FRS 101 First-time Adoption of Financial Reporting Standards and FRS 27 Consolidated and Separate Financial Statements – Cost
of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

 · Amendments to FRS 102 Share-based Payment – Vesting Conditions and Cancellations

 · Amendments to FRS 107 Financial Instruments: Disclosures

 · FRS 108 Operating Segments

 · Improvements to FRSs issued in 2008

 · INT FRS 113 Customer Loyalty Programmes

 · INT FRS 116 Hedges of a Net Investment in a Foreign Operation

 · Amendments to INT FRS 109 Reassessment of Embedded Derivatives and FRS 39 Financial Instruments: Recognition and Measurement –
Embedded Derivatives

 · INT FRS 118 Transfers of Assets from Customers

Adoption of these standards and interpretations did not have any effect on the financial performance or position of the Group. They did however give rise
to additional disclosures, including, in some cases, revisions to accounting policies.

The principal effects of these changes are as follows:

FRS 1 Presentation of Financial Statements – Revised Presentation

The revised FRS 1 separates owner and non-owner changes in equity. The statement of changes in equity includes only details of transactions with
owners, with all non-owner changes in equity presented in the statement of other comprehensive income. In addition, the Standard introduces the
statement of comprehensive income which presents income and expense recognised in the period. This statement may be presented in one single
statement, or two linked statements. The Group has elected to present this statement as a single statement.
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

 
3.3 Standards issued but not yet effective

The Group has not adopted the following standards and interpretations that have been issued but not yet effective:

Description

Effective for annual
periods beginning

on or after
  
Amendments to FRS 27 Consolidated and Separate Financial Statements 1 July 2009
  
Amendments to FRS 39 Financial Instruments: Recognition and Measurement – Eligible Hedged Item 1 July 2009
  
Revised FRS 103 Business Combinations 1 July 2009
  
Amendments to FRS 105 Non-current Assets Held for Sale and Discontinued Operations 1 July 2009
  
INT FRS 117 Distributions of Non-cash Assets to Owners 1 July 2009
  
Amendments to FRS 32 – Classification of Rights Issues 1 February 2010
  
INT FRS 119 Extinguishing Financial Liabilities with Equity Instruments 1 July 2010
  
Amendments to FRS 24 Related Party Disclosures 1 January 2011
  
Amendments to INT FRS 114 Prepayments of a Minimum Funding Requirement 1 January 2011
  
Improvements to FRSs issued in 2009:  
  
– Amendments to FRS 38 Intangible Assets 1 July 2009
  
– Amendments to FRS 102 Share-based Payment 1 July 2009
  
– Amendments to INT FRS 109 Reassessment of Embedded Derivatives 1 July 2009
  
– Amendments to INT FRS 116 Hedges of a Net Investment in a Foreign Operation 1 July 2009
  
– Amendments to FRS 1 Presentation of Financial Statements 1 January 2010
  
– Amendments to FRS 7 Statement of Cash Flows 1 January 2010
  
– Amendments to FRS 17 Leases 1 January 2010
  
– Amendments to FRS 36 Impairment of Assets 1 January 2010
  
– FRS 39 Financial Instruments: Recognition and Measurement 1 January 2010
  
– Amendments to FRS 102 Group Cash settled Share-based Payment Transaction 1 January 2010
  
– Amendments to FRS 105 Non-current Assets Held for Sale and Discontinued Operations 1 January 2010
  
– Amendments to FRS 108 Operating Segments 1 January 2010

The directors expect that the adoption of the other standards and interpretations above will have no material impact on the financial statements in the
period of initial application.
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

3.4 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiary as at the balance sheet date. The financial
statements of the subsidiary used in the preparation of the consolidated financial statements are prepared for the same reporting date as the Company.
Consistent accounting policies are applied to like transactions and events in similar circumstances.

All intra-group balances, income and expenses and unrealised gains and losses resulting from intra-group transactions are eliminated in full.

During the year, the Company’s interest in a subsidiary was diluted to a non-controlling interest.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains control, and continue to be consolidated until the
date that such control ceases.

3.5 Transactions with minority interest

Minority interests represent the portion of profit or loss and net assets in subsidiaries not held by the Group and are presented separately in the
consolidated statement of comprehensive income and within equity in the consolidated balance sheet, separately from parent shareholders' equity.
Transactions with minority interests are accounted for using the entity concept method, whereby, transactions with minority interests are accounted for as
transactions with equity holders. On acquisition of minority interests, the difference between the consideration and book value of the share of the net
assets acquired is reflected as being a transaction between owners and recognised directly in equity.
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

 
3.6 Functional and foreign currency

Functional currency

Management has determined the currency of the primary economic environment in which the Company operates i.e. functional currency, to be the
Singapore Dollars.

Foreign currencies

Transactions in foreign currencies are measured in the respective functional currencies of the Company and its subsidiaries and are recorded on initial
recognition in the functional currencies at exchange rates approximating those ruling at the transaction dates. Monetary assets and liabilities denominated
in foreign currencies are translated at the rate of exchange ruling at the balance sheet date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the balance sheet date are recognised in the
statement of comprehensive income except for exchange differences arising on monetary items that form part of the Group’s net investment in foreign
operations, which are recognised initially in other comprehensive income and accumulated under foreign currency translation reserve in equity. The
foreign currency translation reserve is reclassified from equity to the statement of comprehensive income of the Group on disposal of the foreign
operation.

The assets and liabilities of foreign operations are translated into SGD at the rate of exchange ruling at the balance sheet  date and their statement of
comprehensive income are translated at the weighted average exchange rates for the year. The exchange differences arising on the translation are taken
directly to other comprehensive income. On disposal of a foreign operation, the cumulative amount recognised in other comprehensive income relating to
that particular foreign operation is recognised in the statement of comprehensive income.

3.7 Property, plant and equipment

All items of property, plant and equipment are initially recorded at cost. The cost of an item of plant and equipment is recognised as an asset if, and only
if, it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably.

Subsequent to recognition, property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses. When
significant parts of plant and equipment are required to be replaced in intervals, the Group recognises such parts as individual assets with specific useful
lives and depreciation, respectively. Likewise, when a major inspection is performed, its cost is recognised in the carrying amount of the plant and
equipment as a replacement if the recognition criteria are satisfied. All other repair and maintenance costs are recognised in the statement of
comprehensive income as incurred.
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

 
3.7 Property, plant and equipment (cont'd)

Depreciation is computed on a straight-line basis over the estimated useful lives of the assets as follows:

Leasehold improvements – 3 years
Furniture and fittings – 5 years
Office equipment – 3 to 14 years
Computer equipment – 2½ to 3 years
Laboratory equipment – 3 to 7 years

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstances indicate that the carrying
value may not be recoverable.

The residual value, useful life and depreciation method are reviewed at each financial year-end, and adjusted prospectively, if appropriate.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use or disposal. Any
gain or loss arising on derecognition of the asset is included in the statement of comprehensive income in the year the asset is derecognised.

3.8 Associates

An associate is an entity, not being a subsidiary or a joint venture, in which the Group has significant influence. An associate is equity accounted for from
the date the Group obtains significant influence until the date the Group ceases to have significant influence over the associate.

The Group’s investment in an associate is accounted for using the equity method. Under the equity method, the investment in associate is measured in the
balance sheet at cost plus post-acquisition changes in the Group’s share of net assets of the associates. Goodwill relating to associates is included in the
carrying amount of the investment. Any excess of the Group’s share of the net fair value of the associate’s identifiable asset, liabilities and contingent
liabilities over the cost of the investment is deducted from the carrying amount of the investment and is recognised as income as part of the Group’s share
of results of the associate in the period in which the investment is acquired.

When the Group’s share of losses in an associate equals or exceeds its interest in the associate, the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the associate.

After application of the equity method, the Group determines whether it is necessary to recognise an additional impairment loss on the Group’s investment
in its associate. The Group determines at each balance sheet date whether there is any objective evidence that the investment in the associate is impaired.
If this is the case, the Group calculates the amount of impairment as the difference between the recoverable amount of the associate and its carrying value
and recognises the amount in the statement of comprehensive income.

The financial statements of the associate are prepared as of the same reporting date as the Company. Where necessary, adjustments are made to bring the
accounting policies in line with those of the Group.
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ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

 
3.9 Impairment of non-financial assets

The Group assess at each reporting date whether there is an indication that an asset may be impaired. If any such indication exists, the Group makes an
estimate of the asset's recoverable amount.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s fair value less costs to sell and its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets. In assessing value in use, the
estimated future cash flows expected to be generated by the asset are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs to sell, an appropriate valuation
model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly traded subsidiaries or other available fair value
indicators. Where the carrying amount of an as set exceeds its recoverable amount, the asset is written down to its recoverable amount. Impairment losses
are recognised in the statement of comprehensive income.

An assessment is made at each reporting date as to whether there is any indication that previously recognised impairment losses may no longer exist or
may have decreased. A previously recognised impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its recoverable
amount. That increase cannot exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss been recognised
previously. Such reversal is recognised in the statement of comprehensive income.

3.10 Financial assets

Financial assets are recognised on the balance sheet when, and only when, the Group becomes a party to the contractual provisions of the financial
instrument.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of financial assets not at fair value through profit or loss,
directly attributable transaction costs.

A financial asset is derecognised where the contractual right to receive cash flows from the asset has expired. On derecognition of a financial asset in its
entirety, the difference between the carrying amount and the sum of the consideration received and any cumulative gain or loss that has been recognised
directly in equity is recognised in the statement of comprehensive income.

Loans and receivables

Financial assets with fixed or determinable payments that are not quoted in an active market are classified as loans and receivables. Such assets are
initially recognised at fair value, plus directly attributable transaction costs and subsequently carried at amortised cost using the effective interest method
less impairment losses. Gains and losses are recognised in the statement of comprehensive income when the loans and receivables are derecognised or
impaired, as well as through the amortisation process.

The Group classifies trade and other receivable as loans and receivables.
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3.11 Impairment of financial assets

The Group assesses at each balance sheet date whether there is any objective evidence that a financial asset is impaired.

 (a) Assets carried at amortised cost

If there is objective evidence that an impairment loss on financial assets carried at amortised cost has been incurred, the amount of the loss is
measured as the difference between the asset's carrying amount and the present value of estimated future cash flows discounted at the financial
asset's original effective interest rate.  The carrying amount of the asset is reduced through the use of an allowance account. The impairment loss
is recognised in the statement of comprehensive income.

When the asset becomes uncollectible, the carrying amount of impaired financial assets is reduced directly or if an amount was charged to the
allowance account, the amounts charged to the allowance account are written off against the carrying value of the financial asset.

To determine whether there is objective evidence that an impairment loss on financial assets has been incurred, the Group considers factors such
as the probability of insolvency or significant financial difficulties of the debtor and default or significant delay in payments.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed to the extent that the carrying amount of the asset does not
exceed its amortised cost at the reversal date. The amount of reversal is recognised in the statement of comprehensive income.

 (b) Assets carried at cost

If there is objective evidence (such as significant adverse changes in the business environment where the issuer operates, probability of
insolvency or significant financial difficulties of the issuer) that an impairment loss on financial assets carried at cost has been incurred, the
amount of the loss is measured as the difference between the asset's carrying amount and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed in subsequent periods.

3.12 Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and short term deposits that are highly liquid investments that are readily convertible to known amount
of cash and which are subject to insignificant risk of changes in value.
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3.13 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of
economic resources will be required to settle the obligation and the amount of the obligation can be estimated reliably.

Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate. If it is no longer probable that an outflow of economic
resources will be required to settle the obligation, the provision is reversed.  If the effect of the time value of money is material, provisions are discounted
using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due to
the passage of time is recognised as a finance cost.

3.14 Financial liabilities

Financial liabilities within the scope of FRS 39 are recognised on the balance sheet when, and only when, the Group becomes a party to the contractual
provisions of the financial instrument.

Financial liabilities are recognised initially at fair value, plus, in the case of financial liabilities other than derivatives, directly attributable transaction
costs.

Subsequent to initial recognition, all financial liabilities are measured at amortised cost using the effective interest method, except for derivatives, which
are measured at fair value.

For financial liabilities other than derivatives, gains and losses are recognised in statement of comprehensive income when the liabilities are derecognised,
and through the amortisation process.

A financial liability is derecognised when the obligation under the liability is extinguished. When an existing financial liability is replaced by another
from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new liability, and the difference in the respective carrying amounts is recognised
in the statement of comprehensive income.

3.15 Convertible notes

The component of the convertible notes that exhibits characteristics of a derivative liability is recognised as a derivative liability in the balance sheet (see
note 3.14).  The corresponding interest on those convertible notes is charged as interest expense in the statement of comprehensive income.  On issuance
of the convertible notes, the fair value of the liability component is determined using a market rate for an equivalent non-convertible bond and this
amount, net of transaction costs, is carried as a long-term liability at amortised cost using the effective interest method until it is extinguished on
conversion or redemption.
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3.16 Borrowing costs

Borrowing costs are generally expensed in the statement of comprehensive income as incurred except to the extent that they are capitalised. Borrowing
costs are capitalised if they are directly attributable to the acquisition, construction or production of a qualifying asset.

3.17 Employee benefits

Defined contribution plan

The Group participates in the national pension schemes as defined by the laws of the countries in which it has operations. In particular, the Singapore
company makes contributions to the Central Provident Fund scheme in Singapore, a defined contribution pension scheme. Contributions to defined
contribution pension schemes are recognised as an expense in the period in which the related service is performed.

Employee leave entitlement

Employee entitlements to annual leave are recognised when they accrue to employees. The estimated liability for leave is recognised for services rendered
by employees up to balance sheet date.

3.18 Share option plan

Employees of the Group and certain external consultants receive remuneration in the form of share options as consideration for services rendered ('equity-
settled transactions').

The cost of these equity-settled transactions with these external consultants is measured by reference to the fair value of the options at the date on which
the options are granted. This cost is recognised in the statement of comprehensive income, with a corresponding increase in the share option reserve, over
the vesting period. The cumulative expense recognised at each reporting date until the vesting date reflects the extent to which the vesting period has
expired and the Group’s best estimate of the number of options that will ultimately vest. The charge or credit to the statement of comprehensive income
for a period represents the movement in cumulative expense recognised as at the beginning and end of that period.

No expense is recognised for options that do not ultimately vest, except for options where vesting is conditional upon a market condition, which are
treated as vested irrespective of whether or not the market condition is satisfied, provided that all other performance and/or service conditions are
satisfied. The share option reserve is transferred to retained earnings upon expiry of the share options. When the options are exercised, the share option
reserve is transferred to share capital if new shares are issued, or to treasury shares if the options are satisfied by the reissuance of treasury shares.

 
- 15 -



 

ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

3.19 Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the arrangement at inception date: whether fulfilment of
the arrangement is dependent on the use of a specific asset or assets or the arrangement conveys a right to use the asset. For arrangements entered into
prior to January 1, 2005, the date of inception is deemed to be January 1, 2005 in accordance with the transitional requirements of INT FRS 104.

As lessee

Operating lease payments are recognised as an expense in the statement of comprehensive income on a straight-line basis over the lease term. The
aggregate benefit of incentives provided by the lessor is recognised as a reduction of rental expense over the lease term on a straight-line basis.

3.20 Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured.
Revenue is measured at the fair value of consideration received or receivable.

Sales of goods

Revenue from sale of goods is recognised upon the transfer of significant risk and rewards of ownership of the goods to the customer. Revenue is not
recognised to the extent where there are significant uncertainties regarding recovery of the consideration due, associated costs or the possible return of
goods.

Grant Income

Please see 3.22 for the accounting policy pertaining to the government grants.

License income

Licence income is accounted for on a straight line basis over the contractual terms.
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3.21 Income taxes

 (a) Current tax

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities. The tax rates and
tax laws used to compute the amount are those that are enacted or substantively enacted by the balance sheet date. Current taxes are recognised in
the statement of comprehensive income

 (b) Deferred tax

Deferred income tax is provided using the liability method on temporary differences at the balance sheet date between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax losses and unabsorbed capital
allowances, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, carry-forward
of unused tax losses and unused tax credits can be utilised.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.  Unrecognised deferred income
tax assets are reassessed at each balance sheet date and are recognised to the extent that it has become probable that future taxable profit will
allow the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised or the liability is
settled, based on tax rates and tax laws that have been enacted or substantively enacted at the balance sheet date.

 (c) Sales tax

Revenues, expenses and assets are recognised net of the amount of sales tax except:

 – Where the sales tax incurred in a purchase of assets or services is not recoverable from the taxation authority, in which case the sales tax
is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and

 – Receivables and payables that are stated with the amount of sales tax included.

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance
sheet.
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3.22 Government grant

The Group recognises grants when there is reasonable assurance that the conditions attached to the grant will be complied with and that the grant will be
received. The Company is entitled to receive a cash grant under the Job Credit Scheme to defray staff costs.

Income-related grants are subsidies of expenses incurred, and are disbursed based on the terms of the respective grants, the amount of qualifying
expenditures incurred and the achievement of the conditions attached to the grants. Where the grant relates to an expense item, it is recognised to the
statement of comprehensive income over the period necessary to match them on a systematic basis to the costs that it is intended to compensate.

When the grant relates to an asset, the fair value is recognised as deferred capital grant on the balance sheet and is amortised to the statement of
comprehensive income over the expected useful life of the relevant asset by equal annual instalments.
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4. Property, plant and equipment

  
Leasehold

improvements   

Furniture
and

fittings   
Office

equipment   
Computer
equipment   

Laboratory
equipment   Total  

   S$    S$    S$    S$    S$    S$  
Group                         
Cost:                         

At April 1, 2008   –   10,215   2,540   388,913   781,983   1,183,651 
Additions   46,096   1,400   –   –   10,084   57,580 
Currency realignment   –   –   (83)   (2,023)   (5,133)   (7,239)

                         
At March 31, 2009 and April 1, 2009   46,096   11,615   2,457   386,890   786,934   1,233,992 
Additions   11,321   14,951   5,800   5,189   52,673   89,934 
Currency realignment   1,859   38   –   929   2,378   5,204 
Deemed disposal of subsidiary*   (59,276)   (14,989)   (1,259)   (154,826)   (208,463)   (438,813)

                         
At March 31, 2010   –   11,615   6,998   238,182   633,522   890,317 

                         
Accumulated depreciation and impairment

losses:                         
At April 1, 2008   –   5,440   1,632   354,753   432,474   794,299 
Depreciation charge for the year   –   1,383   98   22,128   98,395   122,004 
Impairment loss   –   –   –   –   18,495   18,495 
Currency realignment   –   –   (17)   (1,489)   (1,974)   (3,480)

                         
At March 31, 2009 and April 1, 2009   –   6,823   1,713   375,392   547,390   931,318 
Depreciation charge for the year   1,965   1,817   1,128   9,095   99,144   113,149 
Currency realignment   (20)   2   –   657   829   1,468 
Deemed disposal of subsidiary*   (1,945)   (572)   (515)   (148,066)   (145,117)   (296,215)

                         
At March 31, 2010   –   8,070   2,326   237,078   502,246   749,720 

                         
Net book value                         

At March 31, 2010   –   3,545   4,672   1,104   131,276   140,597 
                         

At March 31, 2009   46,096   4,792   744   11,498   239,544   302,674 

* The Group’s interest in a subsidiary was diluted during the financial year ended March 31, 2010. The dilution of the shareholding resulted in a deemed
disposal. (Refer to Note 5)
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5. Interest in associated company

  Group  
  2010   2009  
   S$    S$  
         
Original cost of investment   10,545,132   – 
Less: Accumulated impairment losses brought forward   (10,545,132)   – 
         
   –   – 
Add:  Gain on deemed disposal of interests   878,201   – 
Less: Post acquisition reserve   (447,229)   – 
         
   430,972   – 

Interest in the associated company arose from the dilution of shareholdings in a former subsidiary company, Cell Cure Neurosciences Ltd (“CellCure”),
during the financial year ended March 31, 2010. A gain of $617,847 (2009: $nil) on deemed disposal of interest in subsidiary had been recognised in the
statement of comprehensive income during the year.

The summarised financial information of the associated company, not adjusted for the proportion of ownership interest held by the Group, is as follows:

  Group  
  2010   2009  
   S$    S$  
         
Assets and liabilities         
Total assets   2,231,616   – 
Total liabilities   (1,351,430)   – 
         
Results         
Revenue   657,821   – 
Loss for the year   (2,070,301)   – 

On November 2009, the Group’s interest in CellCure was diluted from 55% to 49%. Upon the dilution, CellCure became an associated company of the
Group.
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5. Interest in associated company (cont’d)

The fair values of the identifiable assets and liabilities of Cell Cure Neuroscience Ltd as at the date of dilution were:

  

Recognised on
date of
deemed
disposal   

Carrying
amount

before deemed
disposal  

   S$    S$  
         
Property, plant and equipment   142,597   142,597 
Other receivables   653,709   653,709 
Cash and cash equivalents   706,710   706,710 
Cash consideration for additional shares issued to existing shareholders, other than the Company   1,159,040   – 
         
   2,662,056   1,503,016 
         
         
Trade and other payables   (562,795)   (562,795)
Deferred capital grant   (323,246)   (323,246)
         
   (886,041)   (886,041)

The effect of dilution on cash flow is as follows:

   S$  
     
Total consideration for 6% equity interest diluted   – 
Consideration settled in cash   – 
     
   – 
Less: Cash and cash equivalents of the subsidiary   706,710 
     
Net cash outflow on dilution   (706,710)

6. Trade receivables

  Group  
  2010   2009  
   S$    S$  
         
Grant receivable   –   429,312 
Trade receivables   168,033   188,063 
   168,033   617,375 

Trade receivables are non-interest bearing and are generally on less than 30 days term. They are recognised at their original invoice amounts which
represent their fair values on initial recognition.

The trade receivables of the Group are not past due nor impaired as at March 31, 2009 and 2010 and are denominated in United States dollars.
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7. Other receivables

  Group  
  2010   2009  
   S$    S$  
         
Prepaid expenses   423   11,238 
Deposits   14,374   58,037 
Sundry debtors   12,546   140,007 
         
   27,343   209,282 

Other receivables are non-interest bearing and the carrying values approximate the fair values due to the short term maturity.

8. Cash and cash equivalents

  Group  
  2010   2009  
   S$    S$  
         
Cash and bank balances   475,912   1,187,893 
Fixed deposits   –   2,505,434 
         
   475,912   3,693,327 

The Group's fixed deposits as at March 31, 2009 had an average maturity of 1 month to 3 months and earned interest at rates of 0.1875% to 1.1% per
annum.

Cash and cash equivalents held by the Group are denominated in the following currencies:

  Group  
  2010   2009  
   S$    S$  
         
US$   160,323   1,635,859 
NIS   –   69,980 
EURO   –   76,891 
S$   315,589   1,910,597 

   475,912   3,693,327 
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9. Trade and other payables

  Group  
  2010   2009  
   S$    S$  
         
Trade payable   164,754   194,741 
Accrued expenses   294,870   618,774 
Deferred revenue   35,043   176,932 
Other payable   112,361   – 
   607,028   990,447 

Trade payables are non-interest bearing and are normally settled on 30-day terms.

Included in trade payables of the Group is an amount of S$57,338 (2009: S$24,302) and S$9,676 (2009: S$90,486) denominated in Australian dollars and
US dollars respectively.

10. Deferred capital grants

Deferred capital grants relate to grants received for project on the development of stem cell-derived therapies for various diseases.

11. Convertible notes

  Group  
  2010   2009  
   S$    S$  
Current         
8% convertible notes due 2015 ("Series 1 Notes")   –   – 
8% convertible notes due 2015 ("Series 2 Notes")   –   – 
8% convertible notes due 2015 ("Series 3 Notes")   –   – 
8% convertible notes due 2010 ("Series 4 Notes")   6,161,229   – 
8% convertible notes due 2010 ("Series 5A Notes")   2,780,138   – 
8% convertible notes due 2010 (‘’Series 5B Notes’’)   1,853,425   – 
8% convertible notes due 2013 (‘’Series 6 Notes’’)   –   – 
         
   10,794,792   – 
         
Non- Current         
8% convertible notes due 2015 ("Series 1 Notes")   2,833,593   1,956,558 
8% convertible notes due 2015 ("Series 2 Notes")   1,416,528   978,058 
8% convertible notes due 2015 ("Series 3 Notes")   1,046,529   703,715 
8% convertible notes due 2010 ("Series 4 Notes")   –   3,548,347 
8% convertible notes due 2010 ("Series 5A Notes")   –   1,499,492 
8% convertible notes due 2010 (‘’Series 5B Notes’’)   –   999,661 
8% convertible notes due 2013 (‘’Series 6 Notes’’)   1,342,548   1,042,666 
         
   6,639,198   10,728,497 
         
Liability component of convertible notes at 31 March   17,433,990   10,728,497 
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11. Convertible notes (cont'd)

  Group  
  2010   2009  
   S$    S$  
         
Fair value of convertible notes, at inception   33,000,000   33,000,000 
Less: Derivative component, at inception   (30,361,412)   (30,361,412)
Liability component of convertible notes   2,638,588   2,638,588 
         
Add: Accumulated amortisation of discount         
         
Balance as at 1 April   8,089,909   4,242,275 
Amortisation of discount during the financial year   6,705,493   3,847,634 
Balance as at 31 March   14,795,402   8,089,909 
         
Liability component of convertible notes at 31 March   17,433,990   10,728,497 
         
         
Fair value of derivative component of convertible notes, at initial recognition   (30,361,412)   (30,361,412)
         
  Balance as at 1 April   17,703,885   5,176,045 
  Change in fair value recognised in statement of comprehensive income during the financial year   12,248,925   12,527,840 
         
  Balance as at 31 March   29,952,810   17,703,885 
         
Fair value of derivative component of convertible notes at 31 March   (408,602)   (12,657,527)

 
As at both balance sheet dates, the convertible notes were held solely by the immediate holding company - Biomedical Sciences Investment Fund Pte Ltd.

The holders of Series 1, 2 and 3 Notes have the right to seek repayment/redemption of the convertible notes at any time after July 1, 2004 until the
maturity in 2015.  Upon the request for repayment/redemption, the Company has the option to discharge its obligations in the following manner:

 – wholly in cash;
 – wholly by way of allotment and issue of shares; or
 – by a combination of cash and allotment and issue of shares.

The holders of Series 4 Notes have the right to seek repayment/redemption of the convertible notes at any time after July 1, 2006 until the maturity in
2010.  Upon the request for repayment/redemption, the holders have the option to require the Company to discharge its obligations in the following
manner:

 – wholly in cash;
 – wholly by way of allotment and issue of shares; or
 – by a combination of cash and allotment and issue of shares.
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11. Convertible notes (cont'd)

The holders of Series 5 Notes have the right to seek repayment/redemption of the convertible notes at any time after May 16, 2007 until the maturity in
2010. Upon the request for repayment/redemption, the holders have the option to require the Company to discharge its obligations in the following
manner:

 – wholly in cash;
 – wholly by way of allotment and issue of shares; or
 – by a combination of cash and allotment and issue of shares.

The holders of Series 6 Notes have the right to seek repayment/redemption of the convertible notes at any time after January 15, 2009 until the maturity in
2013. Upon the request for repayment/redemption, the holders have the option to require the Company to discharge its obligations in the following
manner:

 – wholly in cash;
 – wholly by way of allotment and issue of shares; or
 – by a combination of cash and allotment and issue of shares.

The notes are convertible into Series B Convertible Preference Shares ("CPS") of the Company at a conversion price of S$1.275 per share or the lower of
S$1.275 and the lowest subscription price in respect of the first round of subscription of CPS. During the financial years ended March 31, 2009 and 2010,
no convertible notes were converted or issued.

Holders of Series B CPS are entitled in preference to holders of Series A CPS and holders of ordinary shares to receive a fixed cumulative preference
dividend at a rate of 8% per annum. The Series B CPS are convertible into ordinary shares of the Company, the number of which is determined by
dividing the original issue price of such Series B CPS, together with all cumulative but unpaid dividends per share, by the original issue price of such
Series CPS.

12. Share capital

  Group  
  2010   2009  

  
Number
of shares    S$   

Number
of shares    S$  

Issued and fully paid:               
Ordinary shares               
Balance at April 1 and March 31   6,300,000   1,764,000   6,300,000   1,764,000 
                 
Series A1 Convertible Preference Shares                 
Balance at April 1 and March 31   6,000,000   1,680,000   6,000,000   1,680,000 
                 
Series A2 Convertible Preference Shares                 
Balance at April 1 and March 31   3,334,000   5,101,020   3,334,000   5,101,020 
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12. Share Capital (cont'd)

  Group  
  2010   2009  

  
Number of

shares    S$   
Number of

shares    S$  
               
Series A3 Convertible Preference Shares               
Balance at April 1 and March 31   3,885,076   10,101,188   3,885,076   10,101,188 
                 
Share capital                 
Balance at March 31       18,646,208       18,646,208 

Holders of ordinary shares are entitled to receive dividends as and when declared by the Company.  All ordinary shares carry one vote per share without
restriction.

Holders of Series A Convertible Preference Shares ("CPS") are entitled to receive dividends in an amount equal to any dividends declared from time to
time in respect of one Ordinary Share and shall have the same voting rights as the holders of the Ordinary Shares.

The holders of Series A CPS of the Company have the right to convert all or any of the Series A CPS into ordinary shares of the Company at any time by
delivering to the Company not less than 30 days' notice in writing of its desire at the following conversion rates:

  

No. of
ordinary

shares in the
Company  

    
(a)For each Series A1 Convertible Preference Shares   1.000 
(b)For each Series A2 Convertible Preference Shares   1.200 
(c)For each Series A3 Convertible Preference Shares   1.529 

13. Share option reserve

Share option reserve represents the equity-settled options granted to employees and certain consultants of the Company. The reserve is made up of the
cumulative value of services received from the holders recorded over the vesting period commencing from the grant date of equity-settled share options,
and is reduced by the expiry or exercise of the share options.

  Group  
  2010   2009  
   S$    S$  
         
Balance as at April 1   291,200   1,256,521 
Expired/forfeited during the year   (61,200)   (965,321)
         
Balance as at March 31   230,000   291,200 

As at both balance sheet dates, the options have been fully vested.
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14. Loss from operating activities

Loss from operating activities is stated after charging the following items:

  Group  
  2010   2009  
   S$    S$  
         
Depreciation of property, plant and equipment (Note 4)   113,149   122,004 
Impairment loss on property, plant and equipment (Note 4)   –   18,495 
Foreign exchange loss   152,274   375,175 
Operating lease payments   165,794   165,597 
Patents and search fees   499,866   705,054 

15. Taxation

Reconciliation between the tax expense and the product of accounting profit multiplied by the applicable tax rate for the financial year ended March 31
was as follows:

  Group  
  2010   2009  
   S$    S$  
         
Profit before taxation   2,862,289   6,116,403 
         
Tax at domestic rates of 17% (2009: 17%)   486,589   1,039,789 
Effect of:         
- Expenses not deductible for tax purposes   1,337,488   701,884 
- Income not subject to taxation   (2,187,351)   (2,129,732)
- Deferred tax asset not recognised   363,274   388,059 
         
   –   – 

Subsequent to year end, there was a substantial change in the shareholders. The Company is therefore not allowed to carryforward the tax losses
accumulated from prior years. The Group has tax losses of approximately S$1,294,293 (2009: S$54,823,445) that are available for offset against its future
taxable profits for which no deferred tax asset is recognised due to uncertainty of its recoverability. The use of these tax losses is subject to the agreement
of the tax authorities and compliance with certain provisions of the respective country tax legislation.

16. Employee benefits

  Group  
  2010   2009  
   S$    S$  
         
Salaries, bonuses and other costs   988,778   1,485,222 
Defined contribution plan expense   31,176   32,538 
         
   1,019,954   1,517,760 
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16. Employee benefits (cont'd)

During the financial year ended March 31, 2009, the Singapore Finance Minister announced the introduction of a Jobs Credit scheme (“Scheme”). Under
this Scheme, the Company received a 12% cash grant on the first $2,500 of each month’s wages for each employee on their Central Provident Fund
payroll.  Included in the salaries, bonuses and other cost is an amount of $23,027 (2009: $4,079) relating to the grant income from the Scheme.

Share option plan

The Company has a share option plan under which non-transferable options to subscribe for the Company's ordinary shares have been granted to
directors, employees and certain consultants of the Company.

Under the plan, options granted have a term of 10 years from the grant date. It will vest over a period of 3 years. The subscription price for each ordinary
share in respect of which an option is exercisable is $1.02.  For options granted to employees under the old plan, the exercise price is S$0.28.

As at March 31, 2010, all outstanding share options issued by the Company are held by external consultants of the Company. As at both balance sheet
dates, the options have been fully vested.

The following table illustrates the number (No.) and weighted average exercise prices (WAEP) of, and movements in, share options during the financial
year:

  2010   2009  
  No   WAEP   No   WAEP  
      S$       S$  
               
Outstanding as at April 1   300,000   0.97   1,695,500   1.01 
- Granted   –   –   –   – 
- Forfeited   (60,000)   1.02   (1,395,500)   1.02 
- Exercised   –   –   –   – 
- Expired   –   –   –   – 
                 
Outstanding/Exercisable as at March 31   240,000   0.9583   300,000   0.97 

The fair value of equity share options at the date of grant is estimated by an external valuer using the Trinomial Option Pricing Module ("TOPM") in the
Bloomberg Executive Option Valuation Model ("BEOVM"), taking into account the terms and conditions upon which the options were granted. There
were no options granted or modified during the years ended March 31, 2010 and 2009.

 
- 28 -



 

ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

17. Operating lease commitments

The Group has entered into commercial non-cancellable leases mainly for office and office equipment.

Future minimum rental payments under non-cancellable leases were as follows:

  Group  
  2010   2009  
   S$    S$  
         
Payable within one year   17,222   160,091 
Payable between two and five years   –   24,572 
         
   17,222   184,663 

18. Related party transactions

For the purpose of these financial statements, parties are considered to be related to the Group if the Group has the ability, directly or indirectly, to control
the party or exercise significant influence over the party in making financial and operating decisions, or vice versa, or where the Group and the party are
subject to common control or common significant influence.

Sales and purchase of goods and services

In addition to any related party information disclosed elsewhere in the financial statements, the following significant related party transactions during the
financial year ended March 31 were as follows:

  Group  
  2010   2009  
   S$    S$  
         
Transactions with minority shareholders in subsidiary:         
         
Research and development costs   –   641,655 
General and administrative expenses   –   622 
         
   –   642,277 

The transactions were entered into at terms agreed between the parties concerned.

Compensation of Key Management Personnel

  Group  
  2010   2009  
   S$    S$  
         
Salary, bonus and benefits   436,830   498,642 
Defined contribution plan expense   2,160   2,160 
         
   438,990   500,802 
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18. Related party transactions (cont'd)

  Group  
  2010   2009  
   S$    S$  
Comprise of amounts paid to:         

Directors   –   – 
Other key management personnel   438,990   500,802 

         
   438,990   500,802 

19. Fair value of financial instruments

 (a) Fair value of financial instruments that are carried at fair value

The following table shows an analysis of financial instruments carried at fair value by level of fair value hierarchy:

   

Quoted prices
in active

markets for
identical

instruments   

Significant
other

observable
inputs   

Significant
unobservable

inputs   Total  
   (Level 1)   (Level 2)   (Level 3)     
   $   $   $   $  
Group                  
2010                  
Financial asset:                  
Financial assets at fair value through profit or loss    –   –   –   – 
                  
At March 31, 2010    –   –   –   – 
                  
Financial liability:                  
Derivative financial instrument    –   408,602   –   408,602 
                  
At March 31, 2010    –   408,602   –   408,602 

Fair value hierarchy

The Company classify fair value measurement using a fair value hierarchy that reflects the significance of the inputs used in making the measurements.
The fair value hierarchy have the following levels:

 ▪ Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities

 ▪ Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly (i.e., as prices) or
indirectly (i.e., derived from prices), and

 ▪ Level 3 – Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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19. Fair value of financial instruments (cont’d)

Determination of fair value

The fair value of embedded equity conversion option is calculated using Binomial Option Pricing Model (“BOPM”) based on both observable and
non-observable data. The non-observable inputs to the model include assumptions regarding the volatility and implied credit spread.

 (b) Fair value of financial instruments by classes that are not carried at fair value and whose carrying amounts are reasonable approximation of fair
value

Management has determined that the carrying amounts of cash and cash equivalents, trade and other receivables and trade and other payables, based
on their notional amounts, reasonably approximate their fair values because these are mostly short term in nature.

 (c) Fair value of financial instruments by classes that are not carried at fair value and whose carrying amounts are not reasonable approximation of
fair value

The fair value of financial assets and liabilities by classes that are not carried at fair value and whose carrying amounts are not reasonable
approximation of fair value are as follows:

  2010   2009  

  
Carrying
Amount   Fair Value   

Carrying
Amount   Fair Value  

   S$’000    S$’000    S$’000    S$’000  
                 
Convertible notes   17,434   13,469   10,728   19,852 

The fair value disclosed in the table above is estimated by an independent valuer.

20. Financial risk management objectives and policies

The Group is exposed to financial risks arising from its operations and the use of financial instruments. The key financial risks include foreign currency
risk, credit risk and liquidity risk. The board of directors reviews and agrees policies and procedures for the management of these risks. The Group does
not apply hedge accounting.

The following sections provide details regarding the Group’s exposure to the above-mentioned financial risks and the objectives, policies and processes
for the management of these risks.

Foreign currency risk

The Group has transactional currency exposures arising from transactions that are denominated in a currency other than the respective functional
currencies of the Group entities. The foreign currencies in which these currencies are denominated are mainly in US Dollar. Approximately 26% (2009:
47%) of the Group’s revenue are denominated in foreign currencies whilst most of the costs are denominated in the respective currencies of the Group
entities.
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20. Financial risk management objectives and policies (cont’d)

Sensitivity analysis for foreign currency risk

The following table demonstrates the sensitivity of the Group’s profit net of tax to a reasonably possible change in US Dollar exchange rates against
Singapore Dollars, with all other variables held constant.

  Group  
  2010   2009  
   S$    S$  
         
USD        – strengthened 5% (2009: 5%)   (20,396)   (13,028)

– weakened 5% (2009: 5%)   20,396   13,028 

Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty default on its obligations. The Group’s exposure to
credit risk arises primarily from trade and other receivables. For other financial assets (such as, cash and cash equivalents), the Group minimises credit
risk by dealing exclusively with high credit rating counterparties.

The Group trades only with recognised and creditworthy third parties, with the result that the Group’s exposure to bad debts is not significant.

As at the balance sheet date, the maximum exposure to credit risk is represented by the carrying amount of each class of financial assets recognised in the
balance sheet.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting financial obligations due to shortage of funds.  The Group’s exposure to
liquidity risk arises primarily from mismatches of the maturities of financial assets and liabilities.

To manage liquidity risk, the Group also monitor its net operating cash flows and maintain an adequate level of cash and cash equivalents and secured
committed funding facilities from financial institutions, if necessary. In assessing the adequacy of these funding facilities, management reviews its
working capital requirements regularly.
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20. Financial risk management objectives and policies (cont’d)

The table below summaries the maturity profile of the Group’s financial assets and liabilities at the balance sheet date based on contractual undiscounted
payments.

  2010  

  
1 year
or less   

1 to 5
years   

Over 5
years   Total  

  $'000   $'000   $'000   $'000  
             
Financial assets             
Trade receivables   168   –   –   168 
Other receivables   27   –   –   27 
Cash and cash equivalents   476   –   –   476 
                 
   671   –   –   671 
                 
Financial liabilities                 
Trade and other payables   607   –   –   607 
Convertible notes   15,665   41,223   –   56,888 
                 
   16,272   41,223   –   57,495 

  2009  

  
1 year
or less   

1 to 5
Years   

Over 5
years   Total  

  $'000   $'000   $'000   $'000  
Financial assets             
Trade receivables   617   –   –   617 
Other receivables   198   –   –   198 
Cash and cash equivalents   3,693   –   –   3,693 
                 
   4,508   –   –   4,508 
                 
Financial liabilities                 
Trade and other payables   990   –   –   990 
Convertible notes   –   56,888   –   56,888 
Accrued severance pay   –   7   –   7 
                 
   990   56,895   –   57,885 
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21. Capital management

The Group reviews and manages their capital structure to ensure optimal capital structure to maximise shareholder's returns taking into consideration the
future capital requirements of the Group and capital efficiency, projected operating cash flow and projected capital expenditures.

To maintain or adjust the capital structure, the Group may obtain new borrowings or grants. No changes were made to the objectives, policies or processes
during the years ended March 31, 2010 and March 31, 2009

22. Events after balance sheet date

On May 3, 2010 the Company was successfully acquired by BioTime, Inc. a public company listed on New York Stock Exchange. BioTime, Inc. has
acquired all of the outstanding shares and debt instruments of the Company and consequently, the Company has become a wholly-own subsidiary of
BioTime, Inc.

Consequent to this acquisition, the Company would have no significant liabilities to third parties.

23. Summary of significant differences between FRS and U.S. GAAP

The Group’s financial statements have been prepared in accordance with FRS. The Group has prepared the following information in this note to present
the nature and effect on the Group’s financial statements of the differences between FRS and U.S. generally accepted accounting principles (“U.S.
GAAP”).

Profit/(loss) after taxation

If U.S. GAAP had been applied, profit/(loss) after taxation would be adjusted as follows:

  Note   

Year ended
March 31,

2010   

Year ended
March 31,

2009  
      S$    S$  
            
Profit after taxation as reported under FRS      2,862,289   6,116,403 
            
U.S. GAAP adjustments arising from the Company:            
Finance cost on convertible notes   (1)    3,840,566   1,194,112 
Fair value gain on derivative liability   (1)    (12,248,925)   (12,527,840)
Gain on dilution of shareholding in subsidiary   (2)    5,836,786   – 
             
U.S. GAAP adjustments arising from CellCure ^:             
Accounting for Chief Scientist grants   (3)    19,833   147,000 
Share of loss of associated company   (3)    6,942   – 
Profit/(loss) after taxation under U.S. GAAP       317,491   (5,070,325)

^ Audited by other auditor
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23. Summary of significant differences between FRS and U.S. GAAP (cont’d)

Shareholder’s equity

If U.S. GAAP had been applied, shareholders’ equity would be adjusted as follow:

  Note   

Year ended
March 31,

2010   

Year ended
March 31,

2009  
      S$    S$  
            
Shareholders’ equity as reported under FRS      (17,206,763)   (19,790,842)
U.S. GAAP adjustments arising from the Company:            
Accumulated finance cost on convertible notes   (1)    749,567   (3,090,999)
Net fair value changes on derivative liability   (1)    (29,952,910)   (17,703,985)
Gain on dilution of shareholding in subsidiary   (2)    5,836,786   – 
U.S. GAAP adjustments arising from CellCure ^:             
Accounting for Chief Scientist grants   (3)    249,513   229,680 
Share of loss of associated company   (3)    6,942   – 
             
Shareholders’ equity under U.S. GAAP       (40,316,865)   (40,356,146)

^ Audited by other auditor

Balance sheet

The following table reconciles certain balance sheet items as reported under FRS and those that would have been reported under U.S. GAAP:
 

     2010  
     FRS   U.S. GAAP  
      S$    S$  
U.S. GAAP adjustments arising from the Company:            
Convertible notes – current   (1)    10,794,792   47,045,835 
Convertible notes – non-current   (1)    6,639,198   – 
Financial derivative liability   (1)    408,602   – 
Interest in associated company   (2)    430,972   5,438,159 

 
 

     2009  
     FRS   U.S. GAAP  
      S$    S$  
U.S. GAAP adjustments arising from the Company:            
Convertible notes – current   (1)    –   44,180,908 
Convertible notes – non-current   (1)    10,728,497   – 
Financial derivatives   (1)    12,657,527   – 
             
U.S. GAAP adjustments arising from the CellCure^:             
Deferred capital grants – non-current   (3)    229,680   - 

 
^ Audited by other auditor
 

 
- 35 -



 

ES Cell International Pte Ltd and Subsidiary Company

Notes to the Financial Statements – March 31, 2010

 
23. Summary of significant differences between FRS and U.S. GAAP (cont’d)

Statements of Cash Flows

There are no material differences between cash flows reported in the statements of cash flows prepared in accordance with FRS and the cash flows that
would be reported in the statements of cash flows prepared in accordance with U.S. GAAP.

 1) Accounting for convertible notes

Under FRS, the Series 1 to 6 Notes are accounted for as hybrid financial instruments, which are classified separately as financial liabilities in accordance
with the substance of the contractual arrangement. The conversion option is separately recognised as a derivative as it may be settled in a variable number
of equity instruments.

The convertible note is accounted for in two components: a debt and a derivative component. The debt component represents the Company’s liability for
future interest payments and the principal amount. The embedded derivative represents the value of the conversion option that note holders have to
convert into series B convertible preference shares in the Company. At the date of issue the component parts are recognised at fair value and in the case of
the debt component, net of transaction costs.

Subsequent to the initial recognition of the debt component of the convertible note, it is measured at amortized cost. The derivative component is
measured at fair value at each balance date, with the changes in fair value being recognized in the statement of comprehensive income. Interest is
classified as an expense consistent with the balance sheet classification of the related debt instrument.

Under U.S. GAAP, the conversion features are not separated from the host debt contracts as they do not meet the net settlement criterion of a derivative
and are not readily convertible to cash under ASC 815. The convertible notes are accounted for as debt instruments and measured at amortized cost with
interest expense charged to the statement of comprehensive income. Since the effective conversion price of the series 1 to 6 Notes exceeded the market
price of the Company’s equity securities into which the Notes are convertible on the date of issuance of respective Notes, no portion of the proceeds from
the issuance was accounted for as a beneficial conversion feature for the embedded conversion features. In accordance with ASC 470, the debt
instruments have been classified as current liabilities under U.S. GAAP.

 2) Accounting for gain on deemed disposal in subsidiary

As at March 31, 2009 the Company held 55% interest in CellCure Neurosciences Ltd (“CellCure”) and consolidated it as a subsidiary. On October 2009,
CellCure issued additional ordinary shares to its other shareholders. The Company was also offered to subscribe to these additional shares but it declined
to participate. As a result of this transaction, the Company's interest in CellCure decreased from 55% to 49%.

When there is a deemed disposal that results in a loss of control of a subsidiary, FRS does not prescribe how the gain or loss should be calculated. The
Company computed the gain by comparing the carrying value of its effective interest in CellCure before and after the transaction.

Under US GAAP, in accordance with ASC 810-10-40 Derecognition, because the loss of control is deemed to be a significant economic event, when an
entity loses control of a subsidiary but retains a non-controlling interest in the entity, that retained interest is measured at fair value and is incorporated in
the calculation of the gain or loss on deconsolidation of the subsidiary.
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23. Summary of significant differences between FRS and U.S. GAAP (cont’d)

 3) Accounting for Chief Scientist Grant ^

According to the IFRS, Chief Scientist grants, which do not meet the definition of a forgiven loan as defined by IAS 20, are to be recognized when
received as a liability at fair value, in accordance with IAS 39, since at the time the loan was received, there was no reasonable assurance that the
necessary conditions to cancel the refund request by the Chief Scientist will take place. Differences between the fair value of the grant to the grant sum are
to be recognized through reducing research costs, or reducing the cost of the intangible asset, if the company has reached the development stage.

In subsequent periods, the liability is to be measured at reduced cost while using the effective interest rate method. Changes in fair value are to be
attributed to profit and loss according to IAS 39.

According to generally accepted accounting standards in the United States of America, received grants from the Chief Scientist, is subscribed as a reduce
of research costs. Royalties which are considered as a refund of the grant are subscribed as a liability when the conditions are met according to goods sold.

^ Audited by other auditor

As a result of the above noted differences, the shareholders equity is lower under U.S. GAAP than FRS.

Recently Issued but not yet adopted accounting standards

In April 2009, the FASB issued an accounting staff position providing additional guidance for estimating fair value of an asset or liability when the
volume and level of activity for the asset or liability have significantly decreased.  This staff position also includes guidance on identifying circumstances
that indicate a transaction is not orderly.  This staff position applies to interim and annual reporting periods ending after June 15, 2009, and will be applied
prospectively.  

In June 2009, the FASB issued an accounting pronouncement which modifies how a company determines when an entity that is insufficiently capitalized
or is not controlled through voting (or similar rights) should be consolidated.  This pronouncement clarifies that the determination of whether a company
is required to consolidate an entity shall be based on, among other things, an entity’s purpose and design and a company’s ability to direct the activities of
the entity that most significantly impact the entity’s economic performance.  This pronouncement requires an ongoing reassessment of whether a company
is the primary beneficiary of a variable interest entity.  This pronouncement also requires additional disclosures about a company’s involvement in
variable interest entities and a ny significant changes in risk exposure due to that involvement.  This pronouncement applies to fiscal years beginning after
November 15, 2009.

In June, 2009, the FASB issued authoritative guidance on accounting for transfers of financial assets, which is effective for reporting periods beginning
after November 15, 2009. The new requirement eliminates the concept of a qualifying special-purpose entity, creates more stringent conditions for
reporting a transfer of a portion of a financial asset as a sale, clarifies other sales accounting criteria, and changes the initial measurement of a transferor’s
interest in transferred financial assets.
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23. Summary of significant differences between FRS and U.S. GAAP (cont’d)

In January 2010, the FASB issued authoritative guidance on accounting for Fair Value Measurements and Disclosures; Improving Disclosures about Fair
Value Measurements.” This pronouncement requires additional information to be disclosed principally with respect to Level 3 fair value measurements
and transfers to and from Level 1 and Level 2 measurements. In addition, enhanced disclosure is required concerning inputs and valuation techniques used
to determine Level 2 and Level 3 fair value measurements. The new disclosures and clarifications of existing disclosures are effective for interim and
annual reporting periods beginning after December 15, 2009, except for the disclosures about purchases, sales, issuances and settlements in the
rollforward of activity in Level 3 fair value measurements. Those disclosures are effective for fiscal years beginning after December 15, 2010, and for
interim periods within those fiscal years. Earlier application is permitted.

The Company is currently assessing the impact of the adoption of the aforementioned pronouncements or any other new accounting pronouncements
issued or effective during 2009 or 2010 which will be effective for the next financial year beginning 1 April 2010.

24. Authorisation of financial statements for issue

The financial statements for the financial year ended March 31, 2010 were authorised for issue in accordance with a resolution of the board of directors on
July 15, 2010.
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Deloitte
 
INDEPENDENT AUDITORS* REPORT
 
To the Board of Directors and Shareholders of
Ceil Cure Neurosciences Ltd.
 
We have audited the accompanying statements of financial position of Cell Cure Neurosciences Ltd. ("the Company") as of March 31, 2010 and 2009, and the
related statements of comprehensive income, changes in shareholders' equity and cash flows for each of the three years in the period ended March 31. 2010. These
financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on these financial statements based on our
audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements arc free of material misstatement An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that arc appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, such financial statements present fairly, in all material respects, the financial position of the company as of March 31. 2010 and 2009, and the
statements of comprehensive income, changes in equity and cash flows for each of the three years in the period ended March 31, 2010. in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards Board (IASB) which differs in certain respects from U.S.
Generally Accepted Accounting Principles (see Note 16 to the financial statements).

The Company is a development stage company engaged in the research and development of cell therapy applications for retinal and neurodegenerative diseases
based on cells derived from human embryonic tern cells. As discussed in Note l.A.(l) to the financial statements.

/s/ Brightman Almagor Zohar & Co..
Brightman Almagor Zohar & Co..
Certified Public Accountants
A member firm of Deloitte Touche Tohmatsu

Tel Aviv, Israel
July 7, 2010
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Exhibit 99.2
 

UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

On May 3, 2010, BioTime, Inc. (“BioTime”) completed the acquisition of all of the issued preferred shares and ordinary shares of ES Cell International Pte Ltd, a
Singapore private limited company (“ESI”), and the secured promissory notes (the “Notes”) in the amount of approximately $35,000,000 of principal and accrued
interest, issued by ESI to a former ESI shareholder (the “Acquisition”).  We issued, in the aggregate, 1,383,400 BioTime common shares, and warrants to purchase
an additional 300,000 common shares at an exercise price of $10 per share (the “Warrants”) to acquire all of the ESI shares and Notes.  

The Unaudited Pro Forma Combined Financial Information gives effect to the Acquisition using the purchase method of accounting, after giving effect to the pro
forma adjustments discussed in the accompanying notes.  This financial information has been prepared from, and should be read in conjunction with, the historical
consolidated financial statements and notes thereto of BioTime and ESI included elsewhere in this Report.

The financial periods required to be presented in this Form 8-K/A are based on our fiscal periods.  We and ESI have different fiscal year ends.  For the purpose of
presenting these pro forma financial statements, we used the financial statements for our fiscal year ended December 31, 2009, as filed with the Securities and
Exchange Commission (“SEC”) in our most recent Annual Report on Form 10-K and the financial statements for the three months ended March 31, 2010, in our
most recent Quarterly Report on Form 10-Q.  To meet the SEC’s pro forma requirements of combining operating results for ESI for an annual period that ends
within 93 days of the end of our latest annual fiscal period as filed with the SEC, we combined ESI’s year ended March 31, 2010 with our fiscal year ended
December 31, 2009.  

The Pro Forma Combined Balance Sheet gives effect to the Acquisition as if it had occurred on March 31, 2010, combining the historical balance sheet of BioTime
as of that date with that of ESI’s balance sheet as of March 31, 2010. The Pro Forma Combined Statements of Operations gives effect to the Acquisition as if it had
occurred on January 1, 2009, the beginning of our fiscal year.

The consolidated financial statements of ESI presented in the Pro Forma Combined Financial Information utilize United States Generally Accepted Accounting
Principles (“US GAAP”).  These financial statements therefore reflect the impact of US GAAP adjustments made to the historical financial statements of ESI,
which were prepared in accordance with International Financial Reporting Standards.  The determination and application of these adjustments are the
responsibility of management and were translated at the following exchange rates: Singapore dollars were translated to US dollars at the rate of 0.7147with respect
to the Balance Sheet at March 31, 2010 and at the rate of 0.71292 and 0.70103 for the Statements of Operations for the twelve months and three month s and ended
December 31, 2009 and March 31, 2010, respectively.

The Pro Forma Combined Financial Information is unaudited, and is not necessarily indicative of the consolidated results that actually would have occurred if the
Acquisition had been consummated at the beginning of the periods presented, nor does it purport to present the future financial position and results of operations
for future periods. In particular, the Pro Forma Combined Financial Information is based on management’s current estimate of the allocation of the purchase price,
the actual allocation of which may differ.

 
 



 

PRO FORMA COMBINED STATEMENT OF OPERATIONS (Unaudited)
Twelve Months Ended December 31, 2009  

             

  BioTime   ESI Converted  

Purchase
Accounting

Adjustments   
Combined Pro

forma  
  US Dollars   US Dollars      US Dollars  
REVENUES             

License fees  $ 292,832  $ 59,510     $ 352,342 
Royalty from product sales   1,079,951   -      1,079,951 
Grant income and other revenues   552,385   589,334      1,141,719 

Total revenues   1,925,168   648,844      2,574,012 
EXPENSES                

Research and development   (2,968,987)   (1,678,486)      (4,647,473)
General and administrative   (2,476,447)   (955,440)   (770,000)(3)   (4,201,887)
Total expenses   (5,445,434)   (2,633,926)       (8,849,360)

Loss from operations   (3,520,266)   (1,985,082)       (6,275,348)
OTHER INCOME (EXPENSES):                 

Interest expense   (1,653,755)   (2,008,400)   2,008,400(4)   (1,653,755)
Gain on dilution of shares       4,524,891       4,524,891 
Other income/(loss)   30,112   (305,812)       (275,700)

Total net other income (expenses)   (1,623,643)   2,210,679       2,595,436 
NET LOSS   (5,143,909)   225,597       (3,679,912)

Less:  Net (income)/loss attributable to the noncontrolling interest  $ (590)  $ 358,566      $ 357,976 
Net loss attributable to BioTime, Inc.  $ (5,144,499)  $ 584,163      $ (3,321,936)
BASIC AND DILUTED LOSS PER COMMON SHARE  $ (0.18)          $ (0.11)
WEIGHTED AVERAGE NUMBER OF COMMON SHARES

OUTSTANDING: BASIC AND DILUTED   29,295,608   1,383,400(5)      30,679,008 

See Notes to Pro Forma Combined Financial Statements (Unaudited)

 
 



 

PRO FORMA COMBINED STATEMENT OF OPERATIONS (Unaudited)
Three Months Ended March 31, 2010  

             

  BioTime   ESI Converted  

Purchase
Accounting

Adjustments   
Combined Pro

forma  
  US Dollars   US Dollars      US Dollars  
REVENUES             

License fees  $ 73,226  $ 29,857     $ 103,083 
Royalty from product sales   297,000          297,000 
Grant income and other revenues   396,901   72,516      469,417 

Total revenues   767,127   102,373      869,500 
EXPENSES                

Research and development   (1,159,951)   (343,345)      (1,503,296)
General and administrative   (933,298)   (235,949)   (192,500)(3)  (1,361,747)
Total expenses   (2,093,249)   (579,294)       (2,865,043)

Loss from operations   (1,326,122)   (476,921)       (1,995,543)
OTHER INCOME (EXPENSES):                 

Interest expense   (58)   (509,480)   509,480(4)   (58)
Other expense   -   (173,891)       (173,891)
Other income   14,155           14,155 

Total net other income (expenses)   14,097   (683,371)       (159,794)
NET LOSS   (1,312,025)   (1,160,292)       (2,155,337)

Less:  Net loss attributable to the noncontrolling interest  $ 25,261  $ -      $ 25,261 
Net loss attributable to BioTime, Inc.  $ (1,286,764)  $ (1,160,292)      $ (2,130,076)
BASIC AND DILUTED LOSS PER COMMON SHARE  $ (0.04)          $ (0.06)
WEIGHTED AVERAGE NUMBER OF COMMON SHARES

OUTSTANDING: BASIC AND DILUTED   33,719,203   1,383,400(5)      35,102,603 

See Notes to Pro Forma Combined Financial Statements (Unaudited)

 
 



 

PRO FORMA COMBINED BALANCE SHEET (Unaudited)
March 31, 2010  

             

  BioTime   ESI Converted  

Purchase
Accounting

Adjustments   
Combined Pro

forma  
  US Dollars   US Dollars      US Dollars  
ASSETS             
CURRENT ASSETS             

Cash and cash equivalents  $ 11,173,062  $ 340,134     $ 11,513,196 
Inventory   56,582   -      56,582 
Prepaid expenses and other current assets   168,844   139,635   (80,000)(1)   228,479 

Total current assets   11,398,488   479,769   (80,000)   11,798,257 
Equipment, net of accumulated depreciation of $64,711 and $535,825 for

BioTime and ESI, respectively   155,465   100,485       255,950 
Deferred license fees   1,095,000   -       1,095,000 
Interest in associated company   -   4,479,567   (379,567)(1)   4,100,000 
Deposits   51,900   -       51,900 
Patent technology, net           7,700,000(1)   7,700,000 
Goodwill, net           740,892(1)   740,892 

TOTAL ASSETS  $ 12,700,853  $ 5,059,821  $ 7,981,325  $ 25,741,999 
LIABILITIES AND EQUITY/(DEFICIT)                 
CURRENT LIABILITIES                 

Accounts payable and accrued liabilities  $ 503,060  $ 250,555      $ 753,615 
Deferred grant income   263,397   -       263,397 
Deferred license revenue, current portion   360,339   -       360,339 
Convertible notes payable       33,623,729   (33,623,729)(2)   - 

Total current liabilities   1,126,796   33,874,284   (33,623,729)   1,377,351 
Deferred license revenue, net of current portion   1,158,162   -   -   1,158,162 
Warrant liability           1,778,727(1)   1,778,727 
COMMITMENTS AND CONTINGENCIES                 
Common shares           11,011,864(1)   11,011,864 
EQUITY/(DEFICIT)                 

Preferred Shares, no par value, authorized 1,000,000 shares; none issued   -   -       - 
Common Shares, no par value, authorized 75,000,000 shares; 35,051,059

outstanding   60,403,249   1,260,731   (1,260,731)(2)   60,403,249 
Redeemable convertible preferred shares   -   (8,805,915)   8,805,915(2)   - 
Contributed capital   93,972   -       93,972 
Capital options reserve   -   61   (61)(2)   - 
Share options reserve   -   164,381   (164,381)(2)   - 
Capital reserve   -   383,007   (383,007)(2)   - 
Cumulative translation adjustment   -   232,769   (232,769)(2)   - 
Accumulated deficit   (54,056,655)   (22,049,497)   22,049,497(2)   (54,056,655)

Total shareholders' equity/(deficit)   6,440,566   (28,814,463)   28,814,463   6,440,566 
Noncontrolling interest   3,975,329   -       3,975,329 
Total equity/(deficit)   10,415,895   (28,814,463)   28,814,463   10,415,895 

TOTAL LIABILITIES AND EQUITY/(DEFICIT)  $ 12,700,853  $ 5,059,821  $ 7,981,325  $ 25,741,999 

See Notes to Pro Forma Combined Financial Statements (Unaudited)

 
 



 

Notes to Pro Forma Combined Financial Statements (Unaudited)

Note A. The pro forma adjustments are preliminary and are based on our estimates of the fair values and useful lives of the assets acquired and liabilities assumed
and have been prepared to illustrate the estimated effect of the Acquisition.

In accordance with Accounting Standards Codification (“ASC”) 805, Business Combinations (“ASC 805”), the total purchase consideration is allocated to the net
tangible and identifiable intangible assets acquired and liabilities assumed based on their estimated fair values as of May 3, 2010.  The purchase price was allocated
using the information currently available, and may be adjusted after obtaining more information regarding, among other things, asset valuations, liabilities
assumed, and revisions of preliminary estimates.

1.           To reflect the acquisition of ESI and the allocation of the purchase price on the basis of the fair values of the assets acquired and liabilities assumed, the
components of the purchase price and allocation to the assets and liabilities are as follows:

Components of the purchase price:  
BioTime Common Stock  $ 11,011,864 
BioTime Warrants   1,778,727 
Cash   80,000 

Total purchase price   12,870,591 
Preliminary allocation of purchase price:     
Tangible assets acquired and Liabilities assumed:     

Cash   340,134 
Prepaid and other current assets   139,635 
Property and equipment   100,485 
Other assets   4,100,000 
Acquired patents   7,700,000 
Goodwill, net   740,892 
Current liabilities   (250,555)

Net assets acquired  $ 12,870,591 

The fair value of the shares issued was based on the closing price per BioTime common share on the NYSE Amex on May 3, 2010, which was $7.96.  The fair
value of the warrants issued was computed using a Black Scholes Merton option pricing model, which utilized the following assumptions:  expected term of four
years, which is equal to the contractual life of the warrants; risk-free rate of  2.015%; 0% expected dividend yield; 118.20% expected volatility, a stock price of
$7.96; and an exercise price of $10.  The warrants and common shares issued are classified as liabilities and mezzanine equity, respectively, because of our
obligation to register the underlying shares for sale under the Securities Act of 1933, as amended (the “Securities Act”).  A registration statement on form S-3 was
filed on June 28, 2010 but has not yet become effective under the Securities Act.
 
ESI's patent portfolio includes 20 patent families covering various aspects of human embryonic stem (“hES”) cell identification, propagation, genetic manipulation,
storage, and directed differentiation of hES cells into other cell types (for example differentiating cells into neuronal progenitors, pancreatic progenitors, or
cardiomyocytes). ESI currently holds or licenses from others more than 50 issued patents and patent applications in various countries, including the United States,
the United Kingdom, Australia, Israel, and Singapore.  The underlying technology and the intellectual property was used for the generation of the clinical-grade
stem cell lines. The development of clinical-grade human therapeutic products requires high standards of quality control. The detailed procedures for all aspects of
production a nd testing of such products with the potential to impact the safety and quality of a product are commonly called "Current Good Manufacturing
Practice" or "cGMP."  The U.S. Food and Drug Administration ("FDA") enforces cGMP regulations with respect to the manufacturing of human therapeutics for
use in the U.S., and virtually every country across the globe maintains some analogous standards for quality control in the manufacture of human therapeutic
products.  Because development of the acquired patents is substantially complete, they will be amortized on a straight-line basis over their remaining useful life of
10 years.

 
 



 

ESI owns an approximately 49 percent interest in Cell Cure Neurosciences Ltd. (“Cell Cure”), an Israel-based biotechnology company focused on developing stem
cell-based therapies for retinal and neurological disorders, including the development of retinal pigment epithelial cells for the treatment of dry age-related macular
degeneration.  The fair value of ESI’s interest in Cell Cure is reflected as an equity method investment.
 
2.           To eliminate the historical capital structure of ESI.
 
Note B. Following are notes to the pro forma adjustments to the combined statements of operations.
 
3.           To record amortization of acquired patents.
 
4.           To eliminate interest expense on ESI convertible promissory notes, which became an inter-company obligation upon acquisition by BioTime.  The
convertible promissory notes are eliminated upon consolidation.
 
5.           Gives effect to the additional BioTime common shares that were issued in connection with the Acquisition.
 
 


