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MESOBLAST WELL FUNDED FOR CLINICAL TRIALS
Financial Results Reflect Exciting Progress

Melbourne, Australia; 20 February 2007: Australia’s aduit stem cell
company, Mesoblast Limited {ASX:MSB), today announced its financial
results for the six months to 31 December 2006 with cash reserves of
more than $15.7 mitlion.

Executive Chairman, Mr Michael Spooner, said that both Mesoblast and its
sister company, Angioblast Systems Inc in the United States, were very
well positioned to continue rapid product commercialisation for both
orthopaedic and cardiovascular applications, respectively, based on the
shared adult stem cell technology platform.

He said that Mesoblast had made tremendous progress during the six
months to 31 December 2006 and had accomplished many of its
objectives well ahead of schedule. In equal measure, he noted that the
ensuing six to 12 months would be equally exciting as the company
commences US Food and Drug Administration (FDA) cdlinical trials and
advances new applications.

Irs the six months to 31 December 2006, Mesoblast achieved a number of
critical milestones including:

- A successfui Investigational New Drug (IND} submission to the
FDA to commence a Phase 2 Clinical Trial for spinal fusion;

- Positive resuits from clinical and pre-clinical trials;

- Validation of its high-margin business model to use “off-the-
shelf” adult stem cells in unrelated, or allogeneic, recipients

- Granted a key patent in the US.

Mesoblast Founder and Chief Scientific Adviser, Professor Silviu Itescuy,
said that the IND submission and clearance were key milestone targets
outlined in the company's IPQO Prospectus in December 2004, and were
accomplished over six months ahead of schedule,

He said FDA clearance to move into Phase 2 clinical trials would also
expand the partnering opportunities for both Mesoblast and Angioblast.

“Both companies have already established successful collaborative
relationships with major device and pharmaceutical organisations in the
execution of preclinical and clinical trials,” Professor Itescu said. “The
results have enabled both companies to develop strong and compelliing
product portfolios upon which strategic partnerships can be cemented.
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“The FDA clearance, achieved within 30 days of IND submission, was
based on Mesoblast’s extensive data package, which included successful:

- Large scale manufacture of a well characterised, uniform, and
safe “off the shelf” stem cell product. This product is generated
using Mesoblast’'s proprietary technology through large scale
expansion of stem celis obtained from one donor for the
treatment of potentially thousands of unrelated {(ailogeneic)
patients with various orthopaedic conditions;

- targe ardmal preclinical trials demonstrated that Mesoblast’s
allogeneic stem cells are very effective for inducing bone growth
in various indications such as spinal fusion and long bone
defects: and

- Data from two pilot clinical trials undertaken in Australia to
evaluate the safety and feasibility of Mesoblast’s Standard
Operating Procedures and cell implantation in patients with
orthopaedic and cardiovascular conditions.

“During the six month period, a foundation patent was granted in the US.
Patents are the lifeblood of the Company, and granting of patents in
various jurisdictions protect our commaercial rights and ensure we have
freedom to operate commercially. We are committed to the ongoing
expansion, broadening, and development of our intellectual property
portfolic,” Professor itescu added.

Mr Spooner said additional highlights of the past six months included:

» A successful pltacement of shares to institutionad and sophisticated
investors, plus a Share Purchase Plan for existing shareholders,
which raised a total of $17.17 million to fund two clinical trials and
ongoing operations.

+ Increased investment in Angioblast of $8.5 million to secure in total
a shareholding of 39.2% on a fully diluted basis. This investment
will fund an agreed cardiovascular Phase II Clinical Trial in the US.

He said the financial resulis for the six months to 31 December 2006
showed a net foss of $3,969,751 whilst the comparative figure for the six
months to 31 December 2005 was $2,883,547. The increased net loss
directly related to the increase in activity and operations of the company
in achieving its core milestones.

“In line with Mesoblast's accounting practices, ali development expenditure
associated with bringing the technology to market is expensed.
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“Revenue for the period was $1,101,776 as compared to $883,586.

“"Mesoblast's cash balance and term deposits amounted to $15,716,040
compared to $15,093,834. The Directors believe that there are sufficient
funds on hand to meet the Company’s immaediate objectives.

“The company’s financial results are very much in fine with our forecasts
and reflect the ongoing and significant activity associated with the rapid
commerciatisation of Mesoblast’s specialist adult stem cell technology,” Mr
Spooner said.

About Mesoblast Limited:

Mesoblast Limited is an Australian biotechnology company committed to
commercialisation of novel treatments for orthopaedic conditions,
including a unigue aduilt stem cell technology aimed at the regeneraticn
and repair of bone and cartilage. Mescblast has worldwide exclusive rights
to a series of patents and technologies that have been developed over
more than 10 years relating to the identification, extraction and cuiture of
adult Mesenchymal Precursor Cells (MPCs). The company has also
acquired a substantial interest in Angioblast Systems Inc, an American
company developing the platform MPC technology for the treatment of
cardiovascular diseases, including repair and regeneration of blood vessels
and heart muscle. Mesoblast's strategy is to maximise shareholder value
through both corporate partnerships and rapid product

commercialisation.

For further information, please contact;

Julie Metdrum

Corporate Communications Director

Mesoblast Limited

T: + 61 {03) 9639 6036 or +61 {0) 419 228 128
E: julie.meldrum@mesoblast.com

W www . mesoblast com
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Appendix 4D

Mesoblast Limited
ABN A8 109 431 870

Half year report

Current reporting period Half vear ended 31 December 2006
Previous corresponding peviod Fedf vear ended 31 Becember 2003

Results for annooacement to the market

AS000
EXPLANATION
Total revenues up 25%  to 162
Loss from ordinary activities after tax attributable  up 38%  to 3,996
to members
Net loss for the period atiributable to members up 38%  to 3,996
EXPLANATION
Dividends (distributions) Amount per Franked amount
security per security
Interim dividend NiL NIL
Previous corresponding period NiL NIL
Record date for determining entitlements to the dividend N/A
2006 2005

Net tangible asset per security 22.4¢ 16.9¢
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MESOBLAST LIMITED
ABN 68 108 431 870

DIRECTORS REPORT

Your Diractors present their raporf on the company at the end of the half-year ended 31 December 2006

1

BIRECTORS

The following persons were Directors of Mesoblast Limited during the whole of the half-yedr and up to the
date of this report.

Michael Spoonar {Executive Chalrman)

Sikviu Hescu (Director and Chief Scientific Advisor}

Donal O'Dwyer (Non Executive Dirgetor and Deputy Chairman
Byron MoAllister (Non Executive Director

REVIEW OF OPERATIONS

Mesoblast is focused upon bringing to market a safe, high profit rnargin, off the shelf adult stem cel product
for the effoctive treatment of a broad range of orthopaedic conditions. n addition, Mesoblast holds a
significant inferest in United States-based adull stern cell company, Angioblast Systems Inc. which is
focused on commercialising the sarme platforrn stem cell technology for the teatment of cardiovascular
digpases.

in the six months fo 31 December 2008 yow Directors were delighted with progress made.

The Compary has achieved a nurnber of eritical milestones during the period, including:

- A successful investigational New Drug {IND) submission to the United States Food and Drug
Administration (FDA);

- Posifive results from clinical and pre-clinical frials; and

- Granting of a key patent in the United States.

The major highlight occwrred on 18 December 2008 when Mesoblast received clearancs from the FDA to
commence a Phase Z Clinical Trial for spinal fusion in the United States. FDA clearance was receivad within
30 days of the Company's filing its IND application, demonstrating the strength and robustness of the data
package submitted by the Company. Importantly, the IND submission and clearance were key milestone
targets osullined in the company's [P0 Prospectus in December 2004, and were accomplished over 6 months
ahead of schadule,

FDA Clearance Validates Technology Milestones And Underpins Product Commercialisation

in order to commercialise our products in the world’s largest health care market, the United States, we must
receive FDA clearances for clinical trials and ullimately approval of safety and efficacy endpoints for product
sales. Our FDA submission in November 2006 contained detailed results of our product manufacturing and
scale-up processes, our large animal studies, and ow pilot clinical trials. FDA clearance on 18 Dacember
2006 to begin Phase 2 dinical trials entailed a comprehensive review of all data that had been accurmulated
over the past fwo years in respect of our ranufacturing processes, the safety endpoints following cell
imgantation in patients and animals, and the effectiveness of the therapy to support progressing to larger
human friaks.

Clinical And Preclinical Milestones

There has been an enormous amount of hard work undertaken over the past two years by Company staff,

managemeant and our contractors in respect to each of the following components. Specifically:
We have successfully accomplished large scale manufacture of a well characterised, uniform, and safe
off the shelf stem cell product. This praduct is generated using our propristary process through large
scale expansion of stern cells obtained from one donor for the treatment of as many as thousands of
unrelated {allogeneic) patients with various orthopaedic conditions.
We have successfully completed a number of large animal preclinical trials, demonstrating that owr
allogenein stem calls are very effective for inducing bone growth in various indications such as spinal
fusion and long bone defects.
We have substantially progressed fwo clinical frials in Australia evaluating the safety and feasibifity of
the Company's Standard Operating Procadures and cell implantation in patients with orthopaedic and
cardiovascular conditions. During the period under review your company reported perisdically on some
extrernely exditing progress made to date in these trials; while formal conclusion of both pilot trialg is at
the sole discretion of the principal investigators, the Directors believe that Mesoblast's objectives in
establishing the safety and Standard Operating Procedures for implanting our proprietary stem celis in a
clinical gatting have already been accomplished.



MESOBLAST LIMITED
ABN 68 108 431 870

InteHactual Property

Patents are the lifeblood of the Company, and granting of patents in various jurisdictions protect our
comwnercial rghts and ensure we have freadom to operate commercially. The company is absolutely
committed to the ongoing expansion, broadening, and development of our intellecksal property portfolio.

On 18 October 2006, Mesoblast announcad that the United States Patent and Trade Mark Office {UISPTO}
had granted a key patent covering composition-of-matter over a unigue population of adult stem cells which
we fefer to as Mesenchymal Precursor Celis or MPCs. These cells anable regenaration and repair of a host
of issues including bone, cartiage, fat, blood vassels and heart muscle. The patent confers rights through at
least the year 2019 and will underpin owr exclusive rights to commercialise MPC products in the world’s
targest haaith sector market.

Funding Our Future

In July 2006 the company succassfully undertook a placerment of shares to institutional and sophisticated
ihvestors raising $15 milion. This was followed by a Share Purchase Plan in August 2006 which enablad
existing shareholders fo invest individually up 1o $5.000 at a price per share equivalent to the July placement.
in total $17.17 millon was raised to fund two clinical trials and ongoing operations.

Further investment In Angioblast Systems Inc

in November 2006 independent shareholders voted in favor of & further investrment of $8.5 million in total by
way of periodic payments to secure in total a shareholding of 39.2% on a fully diluted basis. The intention of
this investment is fo fund an agreed cardiovascudar Phase | Clirdcal Trial in the United States.

Details associated with the further investment are set out in the company’s wabsite and were drculated {0 all
eligible shareholders prior to the meeting and are available on www mesoblast.com

The terms of the further investment in summary provide for periodic payments to Angioblast that will be used
in achieving cnical trial milestones.

Your Directors continue to clossly monitor the progress of Angioblast and continue o be confident in an
angoing, productive and strong relationship betweaen the fwo comparies.

Commereial Partnerships and Opportunities

Both Mesoblast and Angioblast have established successful collaborative relationghips with major device
and pharmaceutical organisations in the execution of prechinical and clinical trials. These relationships have
focused on ways to optirnise detivery of our calls in the treatment of orthopaedic and cardiovascular diseases
using carriers and devices that are today commonly used by physicians. The resulis have enabled both
companies fo develop strong and compelling portfolics upon which strategic partnerships can be camented.
With FDA clearance to move intp each addiional Phase 2 clinical rial, the partnering opportunities for each
company will continue to expand.

Financial Results
The results of the company for the six months to 31 December 2006 are summarised below:

Mesoblasts net loss after fax for the six months to 31 December 2006 was $3,985.972 whilst the
comparative figure for the six months to 31 December 2005 was $2.883.547. The increased net loss directly
refates to the increase in activity and operations of the company in achieving its core milestones,

Revenue for the period was $1,101,776 as comparad to $883 588, Increases in funds from an Australian
Government Grant and Inferest Income accounted for the increased revenues whilst forsign currency gains
raduced.

in Bne with accounting standards, all Research and Development costs wers immediately expensed in the
pariod in which they were incurred. Daring the current period fo 31 December 2008 these costs amounted fo
$3,312.805 as compared to $1.736,719 for the corresponding period in 2005 The increase is directly
attributable to increased activity during the period. Mesoblast's expenditure is in line with is budget.

Mesoblast's share of losses in its equity accounted associate, Angioblast Systems Inc, was $542,829 in the
& month period to 31 December 20086 compared with $807 243 for the same period in the previous year. The
variance was mainly due to Angioblast Systems Inc. incuring up front contract cosls in the 6 months fo 31
Becember 2005, Angioblast Systems Inc.'s expenditure is in ine with its budget.



MESOBLAST LIMITED
ABN 68 108 431 870

General and Administration costs as wall as interest expenses were $1,242,014 at 31 December 2006 as
compared to $1,223,171 for the corresponding period in 2005, In line with the company’s expactations thase
costs have not materially changed.

Mesoblast's cash balance and term deposits amounted to $15,716,040 as compared fo $15,003,834. The
Birectors believe that there are sufficient funds on hand to meet the company’s immediate objectives.

3 EVENTS SUBSEQUENT TO 31 DECEMBER 2006

in the period between 31 December 2006 and the date of this report the company made no announcemeants
that are maternial to this Report.

4 AUDITOR'S INDEPENDENCE DECLARATION

A gopy of the Audifor's independence declaration as required under Section 3070 of the Corporations Act
2001 accompardes this report.

This repott is made in accordance with the resolution of the Directors.

N /{{&g @/Q p

Michael Spaoner

Execufive Chairman

Melbourne, Victoria

Dated this 20th day of February 2007



Charlered Accountants
& Business Advisers

20 February 2007

The Direclors

Mesoblast Limited

Level 39

55 Collins Street
MELBOURNE VIC 3000

Dear Direclors
AUDITOR'S INDEPENDENCE DECLARATION

As lead engagement partner for the review of Mescblast Limited for the half-year ended 31 December
2006 | declare that, to the best of my knowledge and belief, there have been:

{8} nocontraventions of the independence regiirements of the Corporations Act in relation to the
review,; and

{b) no coniraventions of any applicable code of professional conduct in relation to the review,

4 JUN T E—

PKE R A Dean
Chartered Accountanis Partner

Teh +61 3 9603 1700 | Fax: +61 3 9602 3870 | www.pki.com.ay

Victorian Parinership | ABN 58 527 914 493

Level 11, CGU Tower | 485 La Trobe Shreet | Melboumme | Vicloria 3000 | Australia
GPO Box 5088 | Melbourne | Victorla 3001



MESOBLAST LIMITED
ABN 68 109 431 870
INCOME STATEMENT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Revenues
Government Grant
trterest
Foreign Exchange Gain on US Dollar Deposit

Total revenues

Expensas
Research & Development
Administration
interest expensas
Shara of losses of BEquity accounted associates

Total expenses

Loss before income tax expanse
income tax {expenseibenefit

Loss for the period

Earning per share:

Basic earnings per share (cents per shars)

Basic diluted earnings per share {cents per share)

The accompanying notes form part of these financial statements

Half Year Half Year
entded erdad
34-Dac-06 31-Dec-D5
$ $
596,157 473,586
4960 137 327,543
15 482 82,347
1,101,776 883 586G
{3,312,805) (1,738,718}
{1,242.014) (1,113,079
- {110,092}
{542 820} {807 243}
{5,007,748) (3,787,133}
{3,985,972) (2,883,547}
{3,005,972) (2,883,547}
{3.79¢} {3.08¢}
{3.79¢} {3.08¢}



Opening Balance as at 1 July 2005
{ssued capital

Loss for the period

Cast of share based payment

At 31 Decamber 2005

As of 1 July 2006

{ssued capital

Loss for the period

Cast of share based payment
At 31 Decamber 2006

MESOBLAST LIMITED
ABN 68 109 431 870

STATEMENT OF CHANGES IN EQUITY
FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Share Option

Accumulated

NOTE Issued Capital Reserve Losses Total
% $ $ $
20,667,808 65,517 {1,470,369) 19,262,756
4 - N N N
- . {2,883,547) (2,883,547}
- 150 647 150,647
20,667 808 215,164 {4,353,918) 18,528 356
20,667 808 1,066 393 {8, 768,958) 11,865,045
4 18,710,375 - - 18,710,375
- . {3,085,872) {3,965 972}
- 230,035 230,035
37,377,833 1,206 428 {13,764,928) 24 900 483

The above statement of changes in equity should be read in conjunction with the accompanying notes



MESOBLAST LIMITED
ABN 68 109 431 870
BALANCE SHEET
AS AT 31 DECEMBER 2008

NOTE

CURRENT ASSETS

Cash & Cash Equivalents

Trade & Other Recaivables

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS

Property, plant and equipment

investrnernt accounted for using equity method 2
intangibles assets

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES

Trade & Other Payables

TOTAL CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS

EQUITY

{ssued Capital 4
Reserves

Accumulated losses

TOTAL EQUITY

The accompanying hotes form part of these financial statements,

9

31-Dec-06  30-Jun-08
$ $
18,716,040 7,854,843
1,086,809 184,470
18,812,848 8,039,313
57,187 37,805
7,958,844 7,501,673
808,603 805,624
8,825 644 8,345,202
25,638,483 16,384,515
728,010 4,419,470
728,010 4,419,470
728,010 4,419,470
24,600,483 11,965,045
37,377,983 20,667,608
1,296,428 1,066,393
(13,764,028) (9,788,956}
24,600,483 11,965,045




MESOBLAST LIMITED
ABN 68 109 431 870
CASH FLOW STATEMENT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Half Year Half Year

anded andad
31-Dec-56 31-Dec-05
% $

CASH FLOWS FROM CPERATING ACTIVITIES
Payments to suppliers and employses {5,875451)  (2,309,342)
Interest recaived 490,137 327,543
Net cash usad in operating activities {5485314)  {1981,789)
CASH FLOWS FROM INVESTING ACTIVITIES
investment in patents & censes {21,662) {60,808)
investmert in aquity accourtad associate (3,000,0000  {1,000,000)
investment in plant and equipment {28,272} -
Loan o associate company {212,630 {75,682)
Others - 4,400
Net cash used in invasting activiies {3,262 564) £1,132.081)
CASH FLOWS FROM FINANCING ACTIVITIES
Net procesds from issue of shares 16,608,075 -
Net cash provided by financing activities 16,608,075 -
Net increase in cash held 7,861,197 {3,113,880)
Foraign exchange gain on US Dollar Deposit - 82,347
Cash & Cash Equivalents at beginning of pericd 7,854,843 15,093,834
Cash & Cash Equivalents at and of period 15,716,040 12,062,291

The accompanying notes form part of these financial statements

1}



MESOBLAST LIMITED
ABN 68 102 431 870
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The half-year financial report is a general purpose financial report which has been prepared in accordance with
Australian Accounting Standards and the Corporations Act 2001 and AASB 134 “Interim Financial Reporing”.
Cormpliance with AASE 134 ansures the same accounting policies have baen followed as those applied in the financial
repott for the year ended 30 June 2006,

Basis of preparation
The financial raport has been prepared on the basis of historical cost, except for the revaluation of cerfain non-current

assals and financial instruments, cost is based on the fair valuas of the consideration given in exchange of assets. Al
amounts are prasented in Australian dellars unless otherwise noted

Note 2: EQUITY ACCOUNTED INVESTMENT

Balance Principal
Name of Entity Date Activity Ownership Interest Cartying Amtount
31 December 35 Juna 31 December 30 June
2606 2606 2008 2008

Angioblast Systems

Ine 30 June Stemn cell research 34.3% 33.3% 7,855,844 7501673
investenent in associate account using equity maethod 16,782,791 8,782,731
Share of equity accounted loss {2,823,047) (2,281,118}
Carrying amount of equity accounted investment 7,858,844 7,501,673

Note 3: INTANGIBLE ASSETS
31 December 30 June

2006 2006
% %

intetlectual property establishment and ficenses at cost 877,101 §55,439

Less: Amortisation (B7,498) (45,815

808,603 805,624




MESOBLAST LIMITED
ABN 68 109 431 870
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

Note 4: CONTRIBUTED EQUITY

4 &) Movermnents in contributed equity during the half year were as follows: -

31 Dacember 31 December 30 June 30 June
2006 2006 2066 2006
No. $ No. 3
At the beginning of the reporting period 83,510,000 20,867 603 593,510,000 20,667 508
13,882 800 shares alioited at $1.25 13,862,800 17,353,500
175,333 options exercised at $0.65 175,333 113,866
80,000 options exercised at $0.60 80,000 48,000
Shate issus expenses - {805,081}
At the end of the reporting period 107,648,133 37377 883 593,510,000 20,667 508

4 b Share options

31 Becambar 30 June

2008 2008
No. No.
Balance at beginning of the half year 7,380,000 5,660,000
Granted during the half year 150,000 2,140,000
Exercisad during the half year {255,333} -
{ apzed dwing the half year - -
Balance at end of the half year 7,684,687 7,800,000
Option - Series Number Vesting date Expiry date Exarcize price
Granted 28 September 2004 4 320,000 28/08/2005 290652008 .55
Granted 26 October 2004 400,000 16/12/2007 30/12/2007 .55
Granted 16 Decamber 2004 50,000 1601212008 167122007 8.60
Granted 16 Decamber 2004 50,000 161212007 167122008 8.60
Granted 16 Decamber 2004 700,080 1641 212008 16/12/2008 880
Granted 25 Augast 2005 350,000 31122005 31/12/2008 .65
Granted 25 Augast 2005 350,000 30/08/2006 300652008 .65
Granted 23 February 2008 10,008 1/04/2007 01/04/2008 .60
Granted 23 February 2008 10,008 1/04/2008 01/04/2008 .60
Granted 23 February 2008 80,000 1/04/2006 01/04/2007 .65
Granted 23 February 2008 150,008 30/08/2005 01/04/2007 .65
Granted 23 February 2006 166,667 30/06/2006 3070672007 .65
Granted 23 February 2008 83,000 23/02/2008 2310212008 .78
Granted 23 February 2008 100,000 1448272007 147022010 .78
Granted 23 February 2008 150,008 30/08/2007 01/04/2008 1.28
Granted 23 February 2008 200,000 30/08/2007 300652008 1.28
Granted 23 February 2008 150,008 30/08/2008 01/04/2008 1.28
Granted 23 February 2008 200,000 30/08/2008 300652009 1.28
Granted 23 November 2006 150,006 2341412008 23/11/2008 .65
7.654 667




Note 5: SEGMENT INFORMATION

{a} Pescription of Segments

MESOBLAST LIMITED
ABN 68 109 431 870
NOTES TO THE FINANCIAL STATEMENTS FOR THE HALF-YEAR ENDED 31 DECEMBER 2006

The comparny operates in two business segments, being commercialsation and investment in research and

development companies.

{b} Geographic Segments

The company predominantly operates in one geographical area, being Austealia.

BUSINESS SEGMENTS

Segment Revenue from
Continuing Operations

Segment Results

{a} Represents Equity
aocourted fosses - Angiobiast

Research &
Development

2906 2605

$°060  $°000
596 474
2717 (12683

Investment (a}

2006 2008
$°600 $'006

(543} (807

Corporate
2006 2005
$'008 $°080

506 410
{7386) {814}

Total
2006 2008
$'000 $°060
1,102 8654
(3,986) {2,884}

NOTE 6: COMMITMENTS AND CONTINGENCIES

On 23 November 2006 the shareholders at an Extraordinaty General Meeting considered and passed the following
resoiution — “that pursuant to ASX Listing Rule 10.1, Chapter 2E of the Corporations Act 2001 (Cth) and for all other
purposes approval is granted for the Company to invest up to $8.5 million in additional funds to subscribe for up to
425,000 further preference shares (designated “Series B Preferred”) in Angioblast Systems inc.”

It lire with agreements enterad into with Angicblast Systems Inc. an amount of $1 million was paid on 11 Dacamber

2008. Further quarierly payiments will be mades up to a total of $2 million for the period fo 30 June 2008.

The remaining payment of $5.5 million wilt be paid in instaiments upon reaching major clinical milestones for ah

agreed Phase 1 clinical tial,



MESOBLAST LIMITED
ABN 68 108 431 870

DHRECTORS' DECLARATION

in accordance with & resolution of directors of Mesablast Limited,

in the opinion of the directors:

fa} the accompanying financial stalemenis and notes are in accordance with
Corporations Act 2001 and comply with the accounting standards and give a true and
fair view of the company's financial position as at 31 December 2006 and of is
performance for the half year ended on that date.

{b} At the dale of this declaration there are reasonable grounds fo believe that the
campany will be able to pay is debts as and when they become due and pavable.

Signed in accordance with a resolution of the Board of Directors dated the 20" day of February 2007.

\ /{/{&é @/Q// e

Mr Michae! Spooner
Director

Metbourne



INDEPENDENT AUDITOR’S REVIEW REPORT
TO THE MEMBERS OF MESOBLAST LIMITED Chartered Accountants
& Business Advisers

Report on the Half-Year Financial Report

We have reviewed the accompanying halfyear financial report of Mesoblast Limiled, which comprises the
balance sheet as at 31 December 2008, the income statement, statement of changes in equity and cash

flow statemernt for the half year ended on that dafe, a summary of sighificant accounting polices, other
selected explanatory notes and the directors’ dectaration,

Directors’ Responsibifify for the Half-Year Finangial Report

The directors of Mesoblast Limited are responsible for the preparation and fair presentation of the haif-year
financial report in accordance with Australian Accounting Standard AASB134 Interim Financial Reporting
and the Corporations Act 2001. This responsibifity includes designing, implementing and maintaining
internal control relevant o the preparation and fair presentation of the half-year financial report that is free
from material misstaterment, whether due o fraud or error; selecting and appiving appropriate accounting
policles; and making accounting estimates that are reasonable in the circumstances.,

Audifor's Responsibility

Our responsibility is to express a conclusion on the halfyear financial report based on our review. We
condiscied our review in accordance with Auditing Standard on Review Engagements ASRE 2410 Review
of an interim Financial Report Performed by the Independent Auditor of the Entity, in order 1o state whether,
on the basis of the procedures described, we have become aware of any matter that makes us believe that
the financial report is not in accerdance with the Corporations Act 2001 including: giving a true and fair view
of Mesoblast Limited's financial position as at 31 December 2006 and its performance for the half-year
ended on that date; and complying with Accounting Standard AASB 134 Inferim Financial Raporting and the
Corporations Regulations 2001,

As the auditor of Mesoblast Limited, ASRE 2410 requires that we comply with the ethical requirements
refevant to the audit of the annual financial report,

A review of a half-year financial report consists of making enguiries, primarily of persons responsible for
firancial and accounting matters, and applying anaiytical and other review procedures., A review is
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and
consequently does not enable us {o obtain assurance that we would become aware of all significant matters
that might be identified in an audit. Accordingly, we do not express an audit opinion.

Independence

In conducting our review, we have complied with the independence requirements of the Corporations Act
2001.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matier that makes us believe

that the half-year financial report of Mesoblast Limited is not in accordance with the Corporations Act 2001
ncluding:

(g}  giving & true and falr view of Mesoblast Limited's financial position as at 31 December 2006 and of its
performance for the half-vear ended on that date; and

b complying with Accourding Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001,

PKF R A Dean
Chartered Accountants Partner

20 February 2007
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