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FORWARD-LOOKING STATEMENTS

Certain statements included in this Annual InfolioratEorm (“AlF ") constitute forward-looking statements.
All statements contained herein that are not glgasgtorical in nature are forward-looking, and therds
“anticipate”, “believe”, “expect”, “estimate”, “may“will", “could”, “leading”, “intend”, “contemplate”,
“shall” and similar expressions are generally inexh to identify forward-looking statements. Forward

looking statements in this AlF include, but are limited to, statements with respect to:

* our expected future loss and accumulated defieglée

* our projected financial position and estimated dagim rate;

* our requirements for, and the ability to obtainiufe funding on favourable terms or at all;

» the anticipated prospects and benefits of theiimi[Therapeutics Inc. Trillium ”) merger and of
the University Health Network JHN") license and mitigation of risk through diversitiyapproach;

» our plans to exercise the University of York optaod enter into an exclusive world-wide license for
the prostate cancer stem cell technologies;

e our expectation regarding the terms of the licageement to be entered into with University of
York;

» our beliefs and expectations regarding the disdids¢a and development status of the University of
York technologies and the potential future develeptof these technologies;

* our expectations regarding strategic partnersmgdtae development plan and progress of each of
our products and technologies, including the prtsland technologies acquired from Trillium and
licensed from UHN, particularly with respect to theely and successful completion of studies and
trials and availability of results from such studand trials;

* our expectations about our products’ safety anday;

* our expectations regarding our capacity to arrdogehe manufacturing and production of our
products and technologies, including the produatstachnologies we acquired on the merger with
Trillium and on the license of the UHN technologies a commercial scale;

* our expectations regarding the progress, and tbeessful and timely completion, of the various
stages of the regulatory clearance process;

* our strategy to acquire and develop new produatseshnologies and to enhance the capabilities of
existing products and technologies;

» our plans to market, sell and distribute our présiand technologies;

* our expectations regarding the acceptance of mgygts and technologies by the market;

* our expectations with respect to existing and miworporate alliances and licensing transactions
with third parties, and the receipt and timing oy @ayments to be made by us or to us in respect of
such arrangements; and

» our strategy with respect to the protection of iotellectual property, including the products and
technologies we acquired on the Trillium merger beehsed from UHN.

All forward-looking statements are based on the gamy’'s beliefs and assumptions based on information
available at the time the assumption was made €loeward-looking statements are not based onriisio
facts but rather on management’s expectationsdegpiuture activities, results of operations, perfance,
future capital and other expenditures (including #imount, nature and sources of funding thereof),
competitive advantages, business prospects andtapjiies. By its nature, forward-looking informatti
involves numerous assumptions, inherent risks aodrtainties, both general and specific, that dautie to

the possibility that the predictions, forecastsjgxtions or other forward-looking statements wit occur.
Factors which could cause future outcomes to diffaterially from those set forth in the forward-komy
statements include, but are not limited to:
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» the effect of continuing operating losses on oliitglo obtain, on satisfactory terms, or at #tle
capital required to maintain SCT as a going concern

» the ability to obtain sufficient and suitable firamrg to support operations, pre-clinical developtnen
clinical trials, and commercialization of products;

» the risks associated with the development of noeeipounds in the Trillium intellectual property
portfolio;

» the risks associated with the exercise of the Usityeof York option and our ability to obtain
financing to develop the licensed products andrteldyies;

» the risks associated with the development of argnked or acquired compounds;

» risks relating to the increase in operating castmfadditional development programs and increased
staff;

» the risks associated with the anticipated prodewetbpment costs for 2013;

» clinical trial timing and results;

» the regulatory approval process;

» our ability to successfully compete in our targaterkets;

» our ability to adequately protect proprietary imf@tion and technology from competitors;

* our ability to attract and retain key personnel key collaborators;

» the potential for product liability claims; and

» the substantial risks involved in early-stage barpiceutical development companies,

all as further and more fully described under thading “Risks and Uncertainties” in this AlF.

Although the forward looking statements containedhis AIF are based upon what the Company’s
management believes to be reasonable assumptien§pmpany cannot assure readers that actualsesult
will be consistent with these forward looking staemts. The Company undertakes no obligation totepda
any forward looking statement or statements t@céfvents or circumstances after the date on vehich
statement is made or to reflect the occurrencenainticipated events, except as may be required by
applicable Canadian securities laws.

Where “we”, “us”, “our”, “SCT”, or the “Company” issed, it is referring to Stem Cell TherapeuticgpCo
and its wholly-owned subsidiaries Trillium Therapesl Inc. (effective April 9, 2013) and Stem Cell
Therapeutics Inc. unless otherwise indicated.

All amounts are in Canadian dollars, unless othsrwndicated.



CORPORATE STRUCTURE
Name, Address and Incorporation

Stem Cell Therapeutics CorpSCT” or the “Company’) was incorporated under tiBeis ness Cor porations

Act (Alberta) ("ABCA™) on March 31, 2004 as Neurogenesis Biotech Capp. October 19, 2004, SCT
amended its articles of incorporation to changm@sie from Neurogenesis Biotech Corp. to Stem Cell
Therapeutics Corp.

The Company’s head office is located at 96 SkywagrAie, Toronto, Ontario, Canada MOW 4Y9 and its
registered office is located at 1900, 52¢ Aenue SW Calgary, Alberta, T2P OR3.

Intercorporate Relationships

The Company has two wholly-owned subsidiaries, StethiTherapeutics Inc. and Trillium Therapeutios. |
(“Trillium ™).

Stem Cell Therapeutics Inc. was incorporated utfteABCA on December 22, 1999 and was continued
under theBusiness Corporations Act (Ontario) on November 12, 2003 and then extraipaally registered
in Alberta on January 11, 2005.

Trillium was incorporated as an Ontario corporatorduly 23, 1996, under the name Xeno Transplantat
Inc. It subsequently amended its articles of inocspion to change its name to Transplantation Telcgies
Inc. and then to Trillium Therapeutics Inc. Triliumerged with 2364556 Ontario Inc., a special psepo
wholly-owned subsidiary of SCT incorporated sotelgffect the acquisition of Trillium, on April 2013 to
become a wholly-owned subsidiary of SCT.

GENERAL DEVELOPMENT OF THE BUSINESS

The Company is a public biopharmaceutical compamg@acing cancer stem cell discoveries into novel an
innovative cancer therapies. The Company is supgdiy established links to multiple Toronto acaaemi
institutes and cancer treatment centres that represe of the world’s most acclaimed oncology aede
hubs. SCT has two premier pre-clinical programBF#lFc and a CD200 monoclonal antibodypA&b™)
(lead candidate TTI-200.7), which target two keyrniumoregulatory pathways that tumor cells exploit to
evade the host immune system. SIRPaFc is a fusiteip that blocks the activity of CD47, a molectiiat

is upregulated on cancer stem cells in AML and sewather tumors. The CD200 mAb is a fully human
monoclonal antibody that blocks the activity of D2 an immunosuppressive molecule that is
overexpressed by many hematopoietic and solid terfitie Company'’s clinical stage programs include th
tigecycline program in-licensed in April 2013 curtly in a Phase | multicenter dose-escalation trial
patients with relapsed or refractory acute myeleitkemia (AML "), and TTI-1612, a non-oncology asset
which recently completed dosing in a 28 patientsi@Harial in interstitial cystitis (C”). Tigecycline is being
developed to selectively target leukemia cellslanemic stem cells by shutting down their energypdy
through the inhibition of mitochondrial protein slgasis.

The Company began a strategic review in the thudrtgr of 2011 that repositioned it as a preferred
commercial receptor of innovative approaches tmstell-based applications. The Company believed tha
this repositioning could broaden its recognitiosapital markets, expand its shareholder baseyranvdle it
with access to the capital required to advancenaolgies that might be in-licensed or acquired. sisient
with these objectives, on April 9, 2013, the Compeompleted a merger with Trillium Therapeutics.Inc
acquiring two cancer pre-clinical programs andrial program in an ancillary urology indicatiamd on
April 16, 2013 completed an exclusive world-wideelse agreement with University Health Network
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(“UHN™) to gain the rights to an innovative clinical can stem cell program. The Company has filed a Form
51-102F4 in respect of this acquisition. Subseqtedune 30, 2013, the Company acquired an option t
exclusively license worldwide rights to a seriepodstate cancer stem cell assets from the Untyersi
York, United Kingdom.

Management believes the Trillium merger and UHNHige firmly establish SCT in the cancer stem ieddl f
broadening SCT’s prospects and mitigating riskugrodiversity of approach. The recently acquireiibop

to the prostate cancer stem cell assets is expéztaliow the Company to expand its cancer sterh cel
portfolio provided that the Company completes fattory due diligence and is successful in raising
additional financing necessary to fund development.

Trillium’s experienced management team has join@d,&s well as all nine other employees who support
the pre-clinical, manufacturing and clinical deyateent from Trillium’s approximately 10,000 squaoeff
leased laboratory facility in Toronto. The Comp#&m®jieves the merger will also enhance the Company’s
own relationships with UHN and MaRS Innovation, @fhis anticipated to continue to provide opportansit

to license programs from one of the world’s moghhj recognized centres for basic research in gatem
cells, and its relationships with parallel orgatiimas skilled in clinical development such as th&tabio
Institute for Cancer Research.

BUSINESS OF THE COMPANY
Corporate Objectives

The Company’s primary objectives for the balanc2@i3 include:

» completion of the ongoing 28-patient phase | tnidh tigecycline in AML patients;

» completion of the ongoing 28-patient phase | tnith TTI-1612 in interstitial cystitis (“IC") patiets;
» completion of safety and pharmacokinetic non-huprdmate study with SIRPaFc; and

e acquisition of additional portfolio assets

Trillium Merger

On February 4, 2013, the Company announced theutigrof a binding letter agreement under which it
intended to purchase all the outstanding secuofidsillium, an immunology company based in Tommnt
Canada.

Trillium specialized in immunotherapy and cancenstell research, with a particular focus on blogkhe
negative pathways that malignant cells exploitppsess anti-tumor responses. Trillium’s novel SIR®
fusion protein that targets CD47, augments thétyabil the immune system to destroy cancer stefs.Cehe
project originated from leading researchers infiblel, including Drs. John Dick and Jean Wang a& th
University Health Network and Dr. Jayne Danskéhefiiospital for Sick Children, all of Toronto. SI&R
has entered the formal IND-enabling phase andimyla#eveloped initially as a treatment for AML, lvit
potential applications in other hematological aplttdgumors. Trillium's pre-clinical cancer immuhetapy
pipeline also includes a fully human CD200-spedificnoclonal antibody which is ready to enter formal
IND-enabling studies. In addition to its pre-cliaigortfolio, Trillium has completed dosing in ad2k |
clinical trial in patients with IC, a chronic andipful bladder disease.

On the April 9, 2013, completion of the merger, geeurity holders of Trillium received an aggregate
consideration of $2,850,000 comprised of $1,200i0@@sh, 6,079,181 SCT common shares and 3,300,000
SCT common share purchase warrants, each wartawirad its holder to acquire one additional common
share at an exercise price of $0.40 until March2D3 8.

The CEO of Trillium, Dr. Niclas Stiernholm, becathe President & CEO of SCT, Dr. Robert Uger, Chief
Scientific Officer, Dr. Penka Petrova, Vice Presitl®rug Development and Mr. James Parsons, CF@n Up
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closing of the transaction, Dr. Michael Moore, lluiin's long-serving Chairman and veteran biotechagy!
executive, joined the Board of Directors of SCTd &r. David Allan, Executive Chairman of the Compan
moved from his executive role to Chairman of theuBloof Directors.

UHN Option and License

On November 7, 2012, the Company announced anragregavith University Health Network under which
the Company obtained an option (th¢HN Option”) to negotiate a license agreement for the exetusi
commercial rights to intellectual property owneddiyN and derived from Dr. Aaron Schimmer’s work on
the use of tigecycline as a treatment for cancerABron Schimmer's award-winning research hasigeov
compelling evidence that tigecycline, an FDA-apga®antibiotic, is able to selectively target leukeeoells
and leukemic stem cells by shutting down their gnsupply through the inhibition of mitochondriabgein
synthesis.

The UHN Option was subsequently exercised and gmpgany on April 16, 2013 entered into an exclusive
world-wide license agreement with UHNJUHN Licens€’) for this clinical stage stem cell technologyrits
of the license included:

» the issuance of 5,028,571 SCT common shares @0€,000 common share purchase warrants,
each warrant allowing its holder to acquire oneatamthl common share at an exercise price of $0.40
until March 15, 2018;

« an annual license maintenance fee of $50,000, payabash or SCT equity (at SCT’s discretion);
and

» development milestone payments of:

i.  $200,000 in cash or $500,000 in equity (at SCTssmition) upon dosing of the first patient
in the first Phase Il clinical trial;

ii.  $750,000 in cash upon dosing of the first patierihe first Phase Ill trial; and

iii. regulatory milestone cash payments of $2 milliochagon the first U.S., European Union,
and Asian (Japan, China or India) marketing apgitgprovided prior marketing approval
has been received from the FDA, EMA or Health Canad

Additional terms of the UHN License include the peynt of 10% to 25% of sublicensing revenue with a
declining scale over four years, and royaltiesetrsales of products by SCT. The UHN license aqaires
that SCT and/or its future partner spend a minim&$500,000 per year on the development of tigecgel
related product candidates until the first prods@pproved for sale.

University of York Option

On August 9, 2013 the Company announced that itemielred into an option agreement to exclusively
license worldwide rights to a series of prostatecea stem cell assets from the University of Yd&thijted
Kingdom. The assets originate from research futgedorkshire Cancer ResearclYCR”) and conducted

in the YCR Cancer Research Unit, University of Yarkder the direction of Professor Norman Maitland.

This agreement provides SCT with an opportunitgualuate several therapeutic targets, all of whieh
expressed on prostate cancer stem cells, as well ather types of cancers. Much of the York grsup’
research is focused on hypothesis testing usinggdalimulticellular in vitro models and xenogratftvivo
models of tumor development/metastasis. Subjemtéccising the option, SCT plans to extend thisassh
into the generation of monoclonal antibodies tes¢h&argets, with an ultimate goal of identifyingwme
therapeutic development candidates.

Dr. Maitland’s research group is focused on theetigpment and aetiology of human prostate cancey Th
have compiled gene expression profiles for varicels types present in prostate tumors and in normal
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prostate tissue, and have mined these data fosgamksignaling pathways that affect cell fate sThias
demonstrated that heterogeneity within human pi®stancers is due to two independent events:
carcinogenic changes and aberrant differentia@ploiting knowledge of the genetic signature afgtate
cancer stem cells, the Maitland group has idedtifievel avenues for treatment with the objective of
delaying, or even preventing, tumor recurrence.grbep has also shown that prostate cancer stéstheeke

an active resistance mechanism to many conventtbeehpies, such as radiotherapy and chemotherapy.
These latter therapies are directed against therityagdf cells in the tumor (the most differentidieells), but

do not affect the minority population, which are tancer stem cells. Thus, prostate cancer stésviareh a

root for post therapy recurrence.

The execution of the definitive license agreemestibject to final due diligence and certain comaktbeing
met by SCT prior to May 2014. SCT expects the Beeagreement will contain customary terms and
provisions for assets at this stage of developmanhiding an initial license consideration, mitast
payments, royalties on sales and sublicensing terms

Development Programs - Three Year Summary — Cancestem Cell Technologies

SIRPaFc

SIRPaFc is an antibody-like recombinant fusiongirothat binds to CD47 and activates macrophadet to
cancer cells, including cancer stem cells. Thig@m is based on the observation that certain csace
cancer stem cells express high levels of CD47A/@oglrotein that binds a receptor (SIRPa) on thiaearof
macrophages and delivers a “do not eat” signaldhppresses phagocytosis. Elegant genetic expdamen
have demonstrated that cancer stem cells in acrgtoid leukemia (AML) rely on this pathway for siva;

if the CD47-SIRPa pathway is disrupted, the cans®m cells cannot produce leukemia in a
xenotransplantation model.

SCT has chosen to target the CD47 protein usingdifiad version of its natural ligand, SIRPa, fusedn
immunoglobulin Fc region. The fusion protein hasikir pharmacological properties to a traditional
monoclonal antibody and other Fc fusion proteinthemarket and in development. However, the SIRPaF
protein appears to have distinct binding propertiespared to those of many anti-CD47 monoclonal
antibodies.

Through a series of careful optimization studieagl SIRPaFc clinical development candidates hage be
identified. These fusion proteins bind to CD47 blatk its interaction with SIRPa, enabling macrapsto

kill AML tumor cells in vitro (while sparing normalells) and inducing potent anti-leukemic effeatsivo.
These results are further validated by a body akwiemonstrating similar activity when CD47 is tited
using monoclonal antibodies. As human SIRPaFc doesross-react with murine SIRPa, mouse surrogate
fusion proteins were generated. These have beemstwobe well tolerated and can mediate anti-tumor
effects in vivo.

SIRPaFc is being developed as a therapy to eradatcer stem cells in AML patients following
conventional chemotherapy. Beyond AML, there igpbéal to apply SIRPaFc therapy to other maligresci
Recent data has suggested that the CD47 “do fatigaal is highly expressed by many hematopotid
solid tumors, and CD47 blockade has demonstratexhey across numerous xenograft models.

In September 2013, SCT advanced its CD47 antagaaigtam into an Investigational New Dru¢iND ")
enabling phase. In collaboration with a contractnafacturing organization, SCT will begin the
manufacturing process to generate drug for formatblogy studies and a subsequent Phase | clistigdy/,
which is anticipated to begin in H2/2015. Safetiadeom preclinical studies in non-human primatesng
several variants of the Company’s high-affinity GCahtagonist, provided encouraging safety datanalhd
be reported at a future scientific conference.

Exclusive rights to SIRPaFc have been licensed fdb#iN and The Hospital for Sick Children (Toronto)
(“HSC”) pursuant to a license agreement amendedestidted as of June 1, 2012. The licensed intedéc
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property relates to methods and compounds uskd madulation of SIRPa-CD47 interaction for thetdijoe
cancer applications.

The license includes commitments to pay an annaahtenance fee of $25,000, as well as payments on
patent issuances, development milestone paymemgsgafrom $100,000 to $300,000 on the initiatidn o
Phase I, Il and Il clinical trials respectivelyndhpayments on the achievement of certain regylator
milestones as well as royalties on commercial sdlaBium is also required to pay up to 20% of any
sublicensing revenues to the licensors on sublicgnevenue received.

SIRPaFc is currently being manufactured in CHOscefider non-GLP/non-GMP conditions by SCT for
research purposes. Management believes that combawufacturing capacity to produce clinical trial
material and commercial product is readily avagalbridwide.

Tigecycline

Dr. Aaron Schimmer has published compelling evigdhat tigecycline, an FDA-approved antibioti@lie
to selectively target leukemia cells and leukertéoscells by shutting down their energy supply tigiothe
inhibition of mitochondrial protein synthesis. Tayeline is a small molecule drug currently manufeed for
sale as an intravenous antibiotic under the bramdenTygacil®.

Dr. Schimmer, Associate Professor in the Univemsityoronto's Department of Medical Biophysics and
clinician-scientist in the Princess Margaret Car€entre/Ontario Cancer Institute at UHN, published
findings in 2011 in the journal Cancer Cell. Basedhis discovery, Dr. Schimmer received the 20T
McCulloch Award presented each year by the SterhNB#ivork to recognize the year's most influential
peer-reviewed article by a researcher in Canada.

A Phase | multicenter dose-escalation tigecycliiain patients with relapsed or refractory AMLcigrrently
ongoing at Princess Margret Cancer Centre (UHN)nbteal Sloan-Kettering Cancer Center, University of
California, Los Angeles and the University of Kasiskn addition to addressing pharmacokinetics (PK),
safety and tolerability, the objective of this timalso to provide important human proof-of-coptcéata.
Biomarkers indicative of on-target effects and lomiion of mitochondrial translation are being assekat
each dose level. Enrolment is proceeding wellimdpen label, 28-patient trial. UHN is the spornsfdhis
trial and SCT is not responsible for managing péitiecruitment nor paying any costs. The triabig€asted

to be completed in 2013 based on current schedidirtge balance of the trial. SCT will considetending

the trial to allow for additional dosing cohort®sid the final PK and safety data warrant suchx@resion.

SCT's future development plan for tigecycline viit guided by the results of the current trial arad/ m
include the development of novel formulations aetycline that have enhanced stability at room
temperature.

Development Programs - Three Year Summary — Other &chnologies for Out-License

TTI-1612

TTI-1612 is a recombinant soluble form of hepaiiimding epidermal-growth-factor-like growth factoHg-
EGF"). It is being developed as a treatment fderstitial cystitis (“IC"), a chronic bladder dissa
characterized by low urinary HB-EGF levels and afdgctional, "leaky" bladder epithelium. TTI-1612
stimulates the proliferation of bladder epithetialls and reduces their permeability. Unlike thereut IC
therapeutics, which are largely palliative in natufTI-1612 is designed to target the root causkCof
dysfunction of the bladder urothelium caused by levels of HB-EGF. Dosing in the 28-patient Phase |
study in women with IC has been completed, witinalfreport expected in Q3 2013. SCT considers this
program to be outside of the Company’s core interesancer and cancer stem cells, and thus isedyti
seeking to out-license the technology.



Rights to the use of TTI-1612 in the U.S. to ti€ahave been licensed by Trillium pursuant to aament
dated March 26, 2008 with the University of MardaBaltimore (“UMB”), wherein UMB has granted to
Trillium an exclusive license under the UMB pateghts for prophylaxis, treatment and/or diagn@$ikC
and a non-exclusive sublicense under the Childrigle’dical Centre Corporation (“CMCC”) patent rights.

The consideration for the TTI-1612 license from UNBludes future development milestone payments
totaling US$785,000, royalties on net revenuesjéstibto a minimum royalty of US$40,000 per yean) an
US$10,000 in annual maintenance fees. The Compa@yso required to pay 10% of all sublicensing
revenues to UMB.

On March 1, 2012, Trillium entered into a non-esthe commercial license with Research Corporation
Technologies (“RCT"), providing Trillium with riglstto manufacture TTI-1612 using technology patented
and owned by RCT. The consideration for this lieensluded a one-time fee of US$20,000 and incl2des
3% in royalties on net sales (subject to a minimnayalty of US$20,000 per year).

TTI-1612 is currently manufactured in yeast (Pigbéstoris) at KBI Biopharma, Durham, NC, to GMP
standards for use in the current clinical trialeT@ompany believes that TTI-1612 could readilylygptied,
for future clinical trials and in commercial quams, by numerous manufacturers.

TTI-200.7 (CD200 mAb)

TTI-200.7 is a fully human monoclonal antibody thbticks the activity of CD200, an immunosuppressive
molecule that many tumors exploit to evade attemfthe immune system. Although immune regulatipn b
CD200 was first explored in the context of tranag¢ion and autoimmunity, it has become clear tthiat
molecule plays an important role in tumor immunifjhere is abundant evidence that CD200 is
overexpressed by many different types of hematdigosnd solid tumors, and in numerous cases this
overexpression correlates with disease progressidipoor clinical outcome. This is consistent vutimor

cells using CD200 as a means of evading immuneatesidestruction. Indeed, tumor-expressed CD200 can
modulate anti-tumor responses in vitro and in vauag antibodies that block CD200 have been shown to
promote anti-tumor immunity in animal models of can

TTI-200.7 binds to human CD200 with high affinipgtently neutralizes CD200 function in vitro, arash
anti-tumor activity in a human xenograft model. §'hntibody is now ready to enter a formal pre-cahi
program, which the Company anticipates will onlyntoence once a development partner has been secured.
This product is being held for future developmariiject to availability of resources.

Development Programs - Three Year Summary — Previ@iRegenerative Stem Cell Technologies
Stroke and Traumatic Brain Injury

Prior to the April 2013 merger with Trillium, theo@pany was focused on regenerative stem cell
technologies. Two agents, hCG and EPO, were camrsidiyy the Company at that time to be commercially
and therapeutically attractive as they allowedsfoepurposing of two approved drugs to be used faw
indication. This unique combination of therapegtimpounds was called NTx®-265. From 2008 to 2010,
NTx®-265 was tested in several Phase Il acute mahstroke trials. In December 2010, the Comparig he
an End of Phase 2 meeting with the FDA and consttleptions for advancing the technology in theks&tro
indication. The Company later concluded in 2011 i@ need for additional capital could best bisfed by
expanding the Company's interest beyond the cutinendpeutic approaches.
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In April 2011 the Company announced the enrolménhe first patient in the SCT- supported openl tria
entitled "A Phase lla, Single Center, Open Labeld$tto Characterize the Safety of Human Chorionic
Gonadotrophin (hCG) and Epoeitin Alpha (EPO) inufnatic Brain Injury”. The purpose of this trial wias
characterize the safety profile of the drug regimdren administered to patients who have sustained a
traumatic brain injury. Additionally, a number adcondary endpoints were being studied that included
preliminary characterization of magnetic resonamaging, and motor, cognitive and functional recese

The trial was designed to enroll 10 patients argkparecruitment was extremely slow.

In July 2013, the Company announced that it wakdrprocess of ceasing all activities associatél itg
pre-merger historic regenerative neurology programetuding closing the NTx®-265 Phase lla operelab
intravenous study in traumatic brain injury.

Corporate Developments — Three Year Summary
2013 Financing

In March 2013, the Company completed a capitakragmprising an offering qualified by the Company’s
base shelf prospectus and shelf prospectus suppieamel a U.S. private placement for a total offgend

sale of 12,735,000 units at a price of $0.25 pet, fior aggregate gross proceeds to the Company of
$3,185,080. Each unit consisted of one common siadeone common share purchase warrant. Each
warrant entitles the holder to purchase one comshane at a price of $0.40 per share at any tinoe fwi
expiry on March 15, 2018 (12,315,000 warrants)Madch 27, 2018 (420,000 warrants). In connectidh wi
the financing, the Company issued 814,050 compemsatarrants entitling the holder to acquire one
common share at an exercise price of $0.25 pee givar to expiry on March 16, 2015.

On July 23, 2013, the Company announced the appeirttof ProActive Capital Group as its new Capital
Markets Advisory and Digital Media Strategies fitmincrease SCT's visibility among the investment
community.

On May 16, 2013 the Company announced that its Iwletned subsidiary Trillium Therapeutics had
completed dosing in its Phase | study of TTI-161fatients with interstitial cystitis/bladder payndrome
(IC/BPS). The study was designed to assess thiy safe tolerability of single ascending doses oFI812

in IC/BPS patients. Pharmacokinetics and changdsaase symptoms were also evaluated. A tota of 2
patients were enrolled at four urology clinics mughern Ontario. Preliminary data indicated thatdhug
was well tolerated and exhibited a favourable pleakinetic profile.

On May 16, 2013 the Company announced that the @oyp stock would trade on OTCQX International
under the symbol “SCTPF” starting May 20. OTCQXhie premier U.S. Over-The-Counter marketplace,
allowing international companies increased accedaposure to the U.S. market.

On February 19, 2013, the Corporation announceadoged joint venture (the “ReNeu JV”) with ReNeu
Inc. and NexGen, a Florida-based medical devicepemm whereby SCT would out-license its NTx®
technologies covering the proprietary use of dfogthe regeneration of endogenous neural sters. €@t
July 25, 2013, the Company announced that it wasicg all activities associated with its pre-metgstoric
regenerative neurology programs, including the psed ReNeu JV, and anticipated completing thikén t
third quarter. The Company'’s current plan is toadesubstantially all of the Company’s resourcesatal
continued research and development with regarddeg@ompany’s cancer stem cell programs.

On December 20, 2012 the Company announced th&Qfeshareholders had passed a special resoltition a
a special meeting of shareholders that gave thep@oynthe authority to consolidate all of the issaad
outstanding common shares on the basis of a tatii® determined by the board of directors, irémge of

one post-consolidation common share for each B0 toutstanding pre-consolidation common shares. On
February 4, 2013, SCT announced that its boardreftdrs had authorized the implementation of aesha
consolidation at a ratio of one post-consolidatommon share for 10 pre-consolidation common sh@res
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February 6, 2013 the Company’s common shares kegading on the TSX Venture Exchange on a post-
consolidation basis.

On October 29, 2012, the Company reported its edamsto the Centre for Commercialization of
Regenerative Medicine's (CCRM) industry consortderigned to bridge business and scientific exjgedis
translate stem cell-based and regenerative mediisaeveries into commercial products and therapies

On October 29, 2012, the Company announced thaaddiional patients were enrolled in its ongoirig t
in Traumatic Brain Injury at Calgary's Foothills $ftal. These patients bring the trial to the midpof
enrollment. On July 25, 2013, the Company annourtbetit is in the process of ceasing all actigitie
associated with its pre-merger historic regenegateurology programs and anticipates completirsgritthe
third quarter of 2013.

On October 29, 2012, the Company reported the peaéi US$175,000 of a US$250,000 settlement
arrangement with NeuroNova AB, a Swedish privat@gany developing new therapeutics for ALS and
Parkinson's. The full payment will settle a paiategrference case initiated by the United StateésrRand
Trademark Office. Stem Cell agreed to withdraw aiaerpending and issued patents to treat Parkinson's
disease in return for a US$250,000 payment. Sulesgdo year-end, the Company received the remaining
US$75,000 owing.

On August 25, 2011 James Parsons was appointetieSFhancial Officer. Mr. Parsons is a chartered
accountant with over 20 years of financial manageraeperience in public companies including 10 géar
the biotechnology industry. He has extensive egper with financing, product licensing, corporate
governance and operational management.

On July 18, 2011 the Company appointed Dr. CalviBtifer and Dr. Niclas Stiernholm as membergef t
Board of Directors.

On June 28, 2011 the Company announced the apmmhtohMr. David Allan as Executive Chairman of the
Corporation and Dr. Henry Friesen was appointecmber of the Board of Directors.

On March 2, 2011, the Company announced thatkit f final, short-form, base shelf prospectus thieh
securities commissions in each of the province&ribish Columbia, Alberta, Manitoba, Ontario andJdo
Scotia. The prospectus provided for Stem Cell Tipewtics to make offerings of common shares, wasrant
units for aggregate proceeds of up to $15 millionrd) the ensuing 25 months to potential purclsasesaid
provinces.

On March 31, 2011, the Company announced thadlitbapleted its previously announced offering atun

An aggregate of 18,181,819 units were issued dta pf $0.11 per unit, representing gross proceé82
million. Each unit was comprised of one common slzerd one-half of one common share purchase warrant
Each full warrant has an exercise price of $0.1biamxercisable until June 30, 2014.

Significant Acquisitions

On March 25, 2013, SCT, 2364556 Ontario Inédduisitionco”) (a wholly-owned subsidiary of SCT),
Trillium Therapeutics Inc. and a number of senerwsed creditors of Trillium (theD'ebentureholders)
entered into a debenture purchase and merger agnééime ‘Acquisition Agreement’) pursuant to which
SCT agreed to acquire all of the debentures arss@i@Preference Share purchase warrants of Trilhielioh

by the Debentureholders and pursuant to which S@lMium and Acquisitionco agreed to execute a neerg
agreement (theMerger Agreement’). The Merger Agreement governed, among oth&githe terms of
the amalgamation of Trillium and Acquisitionco (thderger”), the exchange of the Class A Preference
Shares and common shares in the capital of Trilfimmthe Class A Preferred Shares and Class B tPeelfe
Shares, respectively, in the capital of the ama&gathentity, and the redemption of the same.

The Merger and the acquisition of the Trillium settes described above are hereinafter collectivefigrred
to as the Acquisition”.
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On April 5, 2013, the Shareholders of Trillium vibia favour of approving the Merger and, on Apri2013,
Trillium and Acquisitionco completed the Mergeriihe amalgamated entity continuing to operateeund
the name Trillium Therapeutics Inc. as a wholly-edrsubsidiary of Stem Cell. The amalgamated entity
redeemed the outstanding Class A and Class B Redfehares.

Trillium specializes in immunotherapy and cancenstell research, with a particular focus on blogkhe
negative pathways that malignant cells exploitfgmsess anti-tumor responses. Trillium is develgiml-
621, a novel SIRPaFc fusion protein that targetgd C@augmenting the ability of the immune system to
destroy cancer stem cells. TTI-621 is being dgy&dainitially as a treatment for acute myeloid lewka,
with potential applications in other hematologi@ld solid tumors. Trillium’s preclinical cancer
immunotherapy pipeline also includes a fully humamoclonal antibody that blocks the activity of @ID2

an immunosuppressive molecule that many tumorsoéxl evade attack from the immune system. In
addition to its preclinical portfolio, Trillium isonducting a clinical trial in patients with intetil cystitis, a
chronic and painful bladder disease.

Pursuant to the Acquisition Agreement, SCT paitiéoDebentureholders cash consideration of $1,2@0,0
and issued an aggregate of 6,079,180 common shfeBésm Cell and 3,300,000 purchase warrants of SCT
with each purchase warrant being exercisable ferSBT common share at an exercise price of $0.4l0 un
March 15, 2018. The cash component of the congidaerpaid by SCT to the Debentureholders was funded
from SCT’s working capital.

No other significant acquisitions were made duthmglast three years. Reference is made to thiogise
under “Business of the Company — Trillium Mergest information pertaining to the Trillium acquisiti.

Patents and Proprietary Rights

The Trillium patent estate comprises patents anenpapplications covering therapeutic end usdbef
Trillium products, as well as patent filings foetie products as compositions of matter. The patemnts
patent applications are either granted or pendingajor pharmaceutical markets. In all, the patstate
includes nine patent families, and a total of Huéxl patents and seven pending patent applicatighe
U.S. and 12 patent applications pending in EurGa@ada, Australia and Japan. These include fivegua
patents in the U.S. relating to the immune modugatise of CD200 mAbs, and a granted patent in tBe U
for an assay useful to detect CD200 in cancerpatias well as a recent filing for novel humariemties to
CD200. Trillium also controls three granted patentthe U.S. covering the use of HB-EGF in treating
interstitial cystitis, and a recent filing basedTotllium’s results with the active drug. In additi, Trillium
controls a patent estate relating to SIRPaFc anahiii cancer use.

The UHN patent filings for tigecycline consist afuf families: for the anti-cancer use of tigecyelin
(nationalized in the US, Canada, Europe, Japarg Arttl China), for a new tigecycline formulationt(pet
published), and for combination therapy with eitti@anorubicin (published) or those belonging tpex#ic
class of compounds (provisional stage). The fixptrées for SIRPa and tigecycline patents begithéyear
2029.

The Company’s patents on NTx®-265 and its othendiational technologies cover several methods and
treatments for neurological disorders through tee of various approved drugs or other agents. As th
Company is no longer pursuing the development ekehtechnologies, it is actively reviewing the
maintenance of these patents.

As the Company continues to build its intellecturaperty portfolio, its business plan includesdpton of
continued development through commercializatiother out-licensing of one or more of its products or
technologies. The Company intends to be aggressigentrolling on-going costs of patents covering
products that are not in development and that damout-licensed. As well, the Company will revithe
value of third party patents that underpin futurdi¢ensing opportunities.
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Trend Information

Historical patterns of expenditures cannot be taleean indication of future expenditures. The arhand
timing of expenditures and therefore liquidity aragbital resources vary substantially from periogedod
depending on the timing of research and developmetiities being undertaken at any one time aed th
availability of funding from investors and prospeetcommercial partners. Expenses for 2012 reftecte
lower operating costs resulting from an 18-montt ceanagement program while the Company sought new
stem cell technologies. On April 9, 2013 the Conypaerged with Trillium, acquiring a staff of 12 aad
approximately 10,000 square foot leased labordtmiity, and thereafter licensed additional tedogy
assets from UHN. Management expects 2013 expeadituitl increase from 2012 levels as the Company
now has internal development staff focusing on mealy acquired development programs.

Other than as discussed above, the Company isnastaf any material trends related to the Company’
business of product development, patents and liogns

Competitive Conditions

The life sciences industry is characterized bymsite research and development, rapid technologlieaige
and intense competition. Our potential competitoctude pharmaceutical and biotechnology companies
academic institutions, government agencies ana@reisénstitutions, many of whom have greater finalnc
technical and human resources than us. SCT is afaneumber of competitors engaged in the devedopm
of drugs within its areas of focus.

Acute Myeloid Leukemia (AML)

While there is significant clinical activity in AMLthere is a limited number of agents in developmen
targeting AML leukemic stem cells. These are lardetused on cell surface antigens such as CD1&3 an
CD44, and thus are distinct from tigecycline, whigtgets the mitochondrial ribosome. SIRPaFc ilirigct
competition with a CD47-blocking antibody, whichcigrrently in preclinical development. Although bot
agents target the same pathway, they are strugtdiatinct entities with unique properties.

Interstitial Cystitis (1C)

Despite the inadequacies of current IC theraphesetis a paucity of new treatments in the drugldgment
pipeline, with only a handful of agents currentlyclinical testing. Much of the work continues ®fbcused
on the development of analgesics or bladder coatijegts. These approaches are palliative in naigejo
not address the proposed underlying cause of diséasontrast, TTI-1612 targets the root causkCof
dysfunction of the bladder urothelium caused by levels of HB-EGF.

Specialized Skills and Knowledge

As at the date hereof, the Company has twelvetifulk- employees and two part-time employees and
consultants. SCT employs individuals who have #tal#ished skills and knowledge required to impletme
its current and intended business strategy.

The Regulatory Process for Drug Development

In the United States, it may take 12 to 15 yearsfiypical experimental drug to advance from cphte
approval. The production and manufacture of prodtarididates and the Company’s research and
development activities are subject to regulatiorsédety and efficacy by various governmental atities
around the world. In the United States, drugstaakbgical products are subject to regulation e/EDA.
There are other comparable agencies in the majdeaneountries of Canada, Europe, and Japan aaltl in
other parts of the world. Applicable legislati@guires licensing of manufacturing and contractaesh
facilities, carefully controlled research and tegtof products, governmental review and/or approfal
results prior to marketing therapeutic productsidiionally, adherence to good laboratory practige®d
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clinical practices during clinical testing and goodnufacturing practices during production is resiiThe
system of new drug approval in the United Statgsmerally considered to be the most rigorousamibrid.
In Canada, these activities are regulated by tloel Bad Drug Act and the rules and regulations prgated
thereunder, which are enforced by the Therapeutidu®ts Directorate.

Briefly, the steps required for regulatory apprawahe United States and Canada are:
Pre-clinical Animal Studies

Prior to pre-clinical studies, a discovery phageseplace for approximately four to six years whitlolves
validation of target and function, design, scregnisynthesis and formulation. Pre-clinical studi¢so
involve evaluations of toxic effects and pharmanekics and metabolism of a drug in animals to gevi
evidence of the safety and bioavailability of theglprior to its administration to humans in claistudies.
The results of the preclinical studies as wellhasdomprehensive descriptions of proposed humaitali
studies are then submitted as part of the IND apptin to the FDA and TPD.

Phase| Clinical Trials

Phase | clinical trials are usually first in maials, take approximately one to two years to cotepdad are
generally conducted on a small number of healtmgdrusubjects to evaluate the drug’s safety, scheahd
dose, pharmacokinetics and pharmacodynamics. Hmwev case of life threatening diseases, such as
cancer, the initial Phase | testing may be dongatients with the disease, and these trials tylyitake
longer to complete and may provide insights intivig.

Phasell Clinical Trials

Phase Il clinical trials take approximately onetieee years to complete and are carried out ofaavely
small to moderate number of patients (compareth&s® 111) in a specific indication, to determine thug’s
activity, effectiveness, optimal dose regimen, dcife and dose response relationship. This pHaee a
provides additional safety data and serves to ifygmssible common short term side effects ankbris a
larger group of patients.

Phaselll Clinical Trials

Phase lll clinical trials take approximately twdfitee years to complete and involve tests on a nader
population of patients (several hundred to sewhmlsand patients) suffering from the targeted ttimmoor
disease. These studies usually include randomizadf patients and blinding of both patients and
investigators at geographically dispersed test qiteulti centre trials) to establish clinical sgfeind
effectiveness.

New Drug Application

Upon completion of Phase 11l clinical studies, @@mpany sponsoring the new drug then assemblgeall
pre-clinical and clinical data and submits it te tHC and/or the FDA as part of a New Drug Applicati
(“NDA") in the United States or a New Drug Submissidi¥S’") in Canada. The NDA or NDS is then
reviewed by the regulatory body for approval tokeathe product. This process usually takes sixthwto
two years to complete.

RISKS AND UNCERTAINTIES

The Company operates in a highly competitive emvirent that involves significant risks and uncettas)
some of which are outside of the Company's confrbé Company is subject to risks inherent in the
biotechnology industry, including:



-14 -

Integration of Trillium

The Trillium merger is expected to consume a sigaift amount of our management resources. Thessicce
of the merger will depend, in part, upon our apitiv realize the anticipated benefits from inteiggt
Trillium’s business, products, technologies andllattual property with our existing businessesréltan

be no assurance, however, that SCT will be suaddsshtegrating Trillium’s operations or that thgpected
benefits will be realized.

To realize the anticipated benefits from the Tuiti merger, we must successfully combine the busioks
Trillium in an efficient and effective manner. Ifenare not able to achieve these objectives withén t
anticipated time frame, or at all, the anticipatedefits of the Trillium merger may not be realihdty, or at
all, or may take longer to realize than expected.

To effectively integrate Trillium into its currertperations, the Company must establish appropriate
operational, administrative, finance, managemestiesys and controls and marketing functions relabng
Trillium. Even though SCT’s management is geneffaligiliar with the operational, administrative dirce,
management systems and controls and marketingidascof Trillium owing to the overlap of certain
members of the respective boards of directors aarthigement teams of Trillium and SCT, this will regu
attention from SCT's management team.

Additional Financing Requirements and Access to Catal

The Company requires significant additional funoisthe achievement of its corporate objectiveshef t
acquisition of new stem-cell-related developmemasfunities, for their further research and deveiept,
planned clinical trials, the regulatory approvadqess and operating overheads. The Company may rais
additional funds for these purposes through puiblfrivate equity or debt financings which may betide,
through collaborations with other biotechnologyfphaceutical companies, or through financings frameo
sources. It is possible that future financing wik be available or, if available, may not be ovofaable
terms. The availability of financing will be affect by the achievement of our corporate expansialsgihe
results of scientific and clinical research, thiditgtio obtain regulatory approvals, market aceeywte of the
Company’s products, the state of the capital margenerally with particular reference to pharmacayt
biotechnology and medical companies, the statustrategic alliance agreements, and other relevant
commercial considerations. If adequate fundingasavailable, the Company may be required to delay,
reduce, or eliminate one or more of its developregpbrtunities and/or product development programs,
obtain funds through corporate partners or othdrs may require the Company to relinquish signiftcan
rights to product candidates or obtain funds os fagourable terms than it would otherwise accEpthe
extent that external sources of capital becomeduinor unavailable or available on onerous terims, t
Company'’s ability to continue its clinical develognt plans and intangible assets may become impaineld

its assets, liabilities, business, financial cdodiand results of operations may be materiallgarersely
affected. The Company’s ability to continue as amgaoncern is dependent on its ability to continue
obtaining sufficient funds to conduct its reseaaold development, and to successfully commerciébze
products.

Early Stage of Development

Prospects for companies in the biotechnology inglusiay generally be regarded as uncertain given the
nature of the industry. Accordingly, investmentdiotechnology companies should be regarded ayhigh
speculative. SCT may carry higher risks than otli@echnology companies generally because the cance
stem cell (“CSC") theory has not yet been confirrimeclinical trials and, consequently, no drugscifjuelly
targeting CSC have been approved for use. Thezatialin of the Company’s long-term potential will be
dependent upon the successful development and camafimation of products and product candidates
currently under development. The Company can makegsurance that these products and product
candidates will be developed or that they will reeeregulatory approval. New products and product
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candidates currently in the research and developstages are the highest risk stages for a conipahg
biotechnology industry. Prior to commercializatisignificant additional investments will be necegga
complete the development of any of SCT’s produaifium’s products and the UHN products. Pre-ctai
and clinical trial work must be completed beforg afithe products could be ready for use withinrttegket
identified. The Company may fail to develop anydarcts, to obtain regulatory approvals, to entericiil
trials, or to commercialize any products.

Competitors may develop alternative products anthaumlogies to treat the indications targeted gy th
Company’s products and this could reduce SCT’'s &titiye advantages. It is unknown whether any
potential product development efforts will provéomeffective, meet applicable regulatory standatoisin

the requisite regulatory approvals, be capableegidymanufactured at a reasonable cost or suctgssfu
marketed. Any product based upon stem cell teclgyatmay fail due to a number of circumstances, ol

a failure of newly formed cells to survive and ji&trs the desired location, provide the intendeztapeutic
benefits, properly integrate into existing tissu#hie desired manner, or achieve therapeutic liseefual to,

or better, than the standard of treatment at the tf testing. The products or processes currdetiyg
developed are not expected to be commercially gifdylseveral years and SCT may encounter unfanesee
difficulties or delays in commercializing its prads. In addition, products may cause undesiralde si
effects. Results of early pre-clinical research matybe indicative of the results that will be obéal in later
stages of pre-clinical or clinical research. If ukgory authorities do not approve SCT'’s produatsf o
regulatory compliance is not maintained, the Corgpaould have limited ability to commercialize its
products, and its business and results of opesatimuld be harmed. Furthermore, because the Conipany
developing a novel therapeutic approach, the mpldest may not accept any products developed. If
successful in developing products, many potentlatacles such as the need to develop or obtain
manufacturing, marketing and distribution capaiesitwill be experienced.

Risks Related to Intellectual Property

The Company has a significant number of patemig#liin progress as well as others that were aatjuiner
success will depend in part upon our ability totpcoour intellectual property and proprietary tealogies
and the nature of the intellectual property pratectve receive. For example, the Trillium patenttfadio
covers primarily method of use but not compositidrmatter. The ability to compete effectively amd t
achieve partnerships will depend on SCT’s abildydevelop and maintain proprietary aspects of its
technology and to operate without infringing on pin@prietary rights of others. The presence of gaténts
could severely limit the Company’s ability to demgland commercialize its products, to conductiistiag
research and/or require financial resources tondeliigation, which may be in excess of the Compsin
ability to raise such funds. There is no assurdhae SCT'’s pending Canadian, U.S. and foreign paten
applications or those that it intends to acquitklve approved in a form that will be sufficientgotect our
proprietary technology and gain or keep our contipetadvantage or at all. Patents issued to thepaom
Trillium or their respective licensors may be chalied, invalidated or circumvented. To the extemt o
intellectual property, including licensed intelleat property, offers inadequate protection, ooigm to be
invalid or unenforceable, we are exposed to a greek of direct competition. If our intellectyadoperty
does not provide adequate protection against anpetitors’ products, our competitive position cobkl
adversely affected, as could our business, finhoiadition and results of operations. Both theepat
application process and the process of managirenpdisputes can be time consuming and expensive.
Furthermore, the laws of some foreign countries nayprotect our intellectual property rights te game
extent as do the laws of Canada and the Unite@sStadditionally, the Company relies on trade sscre
know-how and other proprietary information as vesirequiring its employees, consultants, advisods a
collaborators to sign confidentiality agreementswidver, these confidentiality agreements may beded,
and the Company may not have adequate remedissi¢brbreaches. Others may independently develop
substantially equivalent proprietary informationtivaut infringing upon any proprietary technology
belonging to the Company. Third parties may othsegwiin access to the Company’s proprietary infooma
and adopt it in a competitive manner.



-16 -

Uncertainties Related to Clinical Trials and Produ¢ Development

SCT can make no assurance that its research artbgement programs will result in commercially viabl
products and product candidates. To achieve piadétoperations, the Company, alone or with otmeust
successfully develop, launch and market its pradaiet! product candidates. To obtain regulatorycaays

for the products and product candidates being dpeel and to achieve commercial success, cliniicds tr
must demonstrate that the products and producidated are safe for human use and that they deratmst
efficacy. Unsatisfactory results obtained fromaatipular study relating to a research and devetwym
program may cause the Company or its collaboréabandon its commitments to that program. SQIT ca
make no assurance that any future tests, if uridartavill yield favorable results.

Clinical Trials Recruitment

Clinical trials for the Company’s product candidatequire that the Company identify and enroll grats
with the disease under investigation. The Compaay not be able to enroll a sufficient number ofgrats
to complete its clinical trials in a timely mannBatient enroliment is a function of many factorduding,
but not limited to, design of the study protocaesf the patient population, eligibility critetfiar the study,
the perceived risks and benefits of the therapyustlidy, the patient referral practices of phgsisiand the
availability of clinical trial sites. If the Compwgrhas difficulty enrolling a sufficient number oéfgents to
conduct the Company’s clinical trials as plannechay need to delay or terminate ongoing clinicalg.

Publication of Negative Results of Clinical Trials

From time to time, studies or clinical trials onrieas aspects of pharmaceutical products, including
product’s active ingredient, are conducted by aecaclaesearchers, competitors or others, including
government agencies. The results of these studiegls, when published, may have a significafe&fon

the market for the pharmaceutical product thdiéssubject of the study. The publication of negatasults

of studies or clinical trials related to the Comyiamproduct, an active ingredient in the Compamy@duct,

or the therapeutic areas in which the Company’siyggcocompetes could adversely affect the Company’s
share price and its ability to finance future depehent of its product candidates. In the eventhef t
publication of negative results of studies or datitrials related to the Company’s product, anvact
ingredient in the Company’s product, or the theutipeareas in which the Company’s product compate,
Company’s business and financial results could dterally adversely affected.

Lack of Product Revenues; History of Operating Losss; Significant Doubt About the Ability to
Continue as a Going Concern

As at June 30, 2013, the Company had cash of $2392working capital of $3,356,164 and equity of
$5,034,877. As at the present date, the Companydiascorded any revenues from the sale of predumt
has an accumulated deficit since inception thralugte 30, 2013 of over $35 million. To date, thenBany
has financed its cash requirements primarily thhosgles of equity, the exercise of warrants andksto
options, and from interest income on funds avaddt investment. There is no assurance that atheske
will continue to be available in the future. Losses expected to continue as the Company contitgies
product development programs. Operating lossesgected to be incurred until such time as prosiaiets
and/or royalty payments are sufficient to genemtenues to fund continuing operations. Quartqutoter
fluctuations in expenses and losses are also eghe8€CT is unable to predict the extent of anyritosses
or when it will become profitable, if ever. Everthe Company does achieve profitability, it mayloetble

to sustain or increase profitability on an ongdiagis. There is substantial doubt about the apiptepess of
the use of the going concern assumption becausedimpany has experienced operating losses and cash
outflows from operations since incorporation, @sle resources are not sufficient for the next 1@8thwof
planned operations, and has not reached successiahercialization of its products.
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Regulation of Drug and Product Approval

The process of obtaining necessary regulatory apfsas lengthy, expensive and uncertain. SCT 9r it
collaborators may fail to obtain the necessary @gds to commence or continue clinical testingar t
manufacture or market its potential products irsosable time frames, if at all. In addition, goveental
authorities in Canada, the U.S., or other countmey enact regulatory reforms or restrictions om th
development of new therapies that could adverd&dgizhe regulatory environment in which the Compa
operates or the development of any products itaeaglop. The Company’s products and processesesqui
significant development, testing and the investnuérgignificant funds prior to their commercialiizat.
There can be no assurance that any of such proolystscesses will actually be developed to a coroiale
level. To date, SCT is not aware of any products stimulate the growth and proliferation of adwdural
stem cells and that have been approved for neucallagse by regulatory authorities anywhere irvtioeld,
and no products targeting cancer stem cells havegegn approved. Completing clinical testing andioing
required approvals is expected to take severabyaad to require the expenditure of substantiauness.
There can be no assurance that clinical trialstvéiltompleted successfully within any specifiedqueof
time, if at all. Furthermore, clinical trials mag Helayed or suspended at any time by the Companytbe
FDA or TPD if it is determined at any time that #wjects or patients are being exposed to unaauept
risks. No assurance can be given that the Companytkict candidates will prove to be safe and #ffemn
clinical trials or that the Company will receiveettequisite regulatory approval. Moreover, any faguy
approval of a drug which is eventually obtained tagranted with specific limitations on the indéchuses
for which that drug may be marketed or may be walaah if problems occur following initial marketiog if
compliance with regulatory standards is not mairgdi In addition, SCT relies to some extent on the
availability of some agents that are currently mreéekl by other firms. If these agents become uraivail
SCT may be unable to develop these agents fomitsuse.

Rapid Technological Change

The industry in which the Company operates is dtarized by rapid and substantial technologicahgiea
There can be no assurance that developments bysothik not render the Company’s products or
technologies non-competitive or that it will be e@lib keep pace with technological developments.
Competitors may have developed or may be develdgioignologies which could become the basis for
competitive products, and some of these productsprave to be more effective and less costly tinen t
products developed, or that will be developed leyGlompany.

Competition

Competition is intense in the biotechnology indysticluding the markets for therapeutic produbts the
Company is developing. Competition comes from pla@entical companies, biotechnology companies and
universities. Many competitors have substantialBater financial and technical resources, morensite
research and development capabilities and greabewting, distribution, production and human resear
Moreover, competitors may develop products moreldyiand may obtain regulatory approval for such
products more rapidly. Research and developmermdthgrs may render SCT’s technology, products or
processes hon-competitive or obsolete. Importatityjdentification and acquisition of novel teclogies

for development by the Company is equally sub@attense competition from the Company’s peer group
biopharmaceutical companies and multinational plaaeutical companies.

Dependence on Key Personnel

The Company depends on its management personntiatubs of services of one or more of such parson
could adversely affect its operations. While thempany has been able to attract and retain skilfetl a
experienced personnel in the past, no assurandaecgiven that it will be able to do so in the fatu
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Dependence Upon Others for the Development and Conarctialization of Products

The Company is dependent on others with respebetdevelopment of its products. Product developmen
includes, but is not limited to, research and dgwelent, pre-clinical testing, manufacturing, clati@sting,
and regulatory approval processes. The Companylitsyab successfully develop and commercialize its
products is dependent on its ability to make areamgnts with others on commercially acceptable tewmads
subject to the Company depending on third parti@sdet regulatory quality standards. We may faoktiain
any such agreements on terms acceptable to uslareaten if we enter into these arrangementsnag not

be able to satisfy our obligations under them oeve or replace them after their original terms expi
Furthermore, arrangements of this nature may requdrto grant certain rights to third parties, udahg
exclusive marketing rights to one or more produtiy require us to issue securities to our collatoos or
may contain other terms that are burdensome tbarsy of our collaborators terminates its relasioip with

us or fails to perform its obligations in a timetyanner, the development or commercialization of our
technology and potential products may be advesigdgted.

In addition, equity financings alone may not bdisight to fund the cost of developing our prodyatsd we
may need to rely on our ability to reach partner@mgangements to provide financial support for our
development and commercialization efforts.

Potential Product Liability

A risk of product liability claims and related néiga publicity is inherent in the development ofrfian
therapeutic and other products. Product liabihgurance is expensive, its availability is limitedd it may

not be offered on terms acceptable to the Compéayall. The commercialization of potential prads!
could be inhibited or prevented by an inabilitytaintain sufficient insurance coverage on reas@naiins

or to otherwise protect against potential prodiebility claims. A product liability claim againghe
Company or the withdrawal of a product from the ke&rcould have a material adverse effect upon its
financial condition.

Unproven Market

The Company'’s strategy for its products and teabgiek is based on the Company’s belief that the
application of already marketed therapeutic proglémt new clinical indications will proceed as ex{sel.
Notwithstanding the estimated market potentiatiesse products and product candidates, SCT canmoake
assurance that the projections and assumptionpmile to be correct owing to, in particular, comitpm
from existing or new products and the yet to baldsthed clinical viability of the Company’s idefred
therapeutics.

Share Price Volatility

The market prices for securities of biotechnologgdx companies, including those of the Companye hav
been historically volatile. A nhumber of factors influence the volatility in the trading price ofur
common shares, including changes in the econonmytbe financial markets, industry related develepis,

the results of product development and commereitain, government regulations, and developments
concerning proprietary rights, litigation and célshw. Our quarterly losses may vary because of rgpse
incurred related to future research including timeing of costs for manufacturing and initiating and
completing pre-clinical and clinical trials. Eadttlese factors could lead to increased volatitithe market
price of our common shares. In addition, the mapkiees of the securities of our competitors mayp &ad

to fluctuations in the trading price of our comnuirares.

Dividends

We have not declared or paid any cash dividendsionommon shares to date. The payment of dividends
the future will be dependent on our earnings amaticial condition and on such other factors avoard of



-19 -

directors considers appropriate. Unless and uetibay dividends, shareholders may not receivaiaren
their shares. There is no present intention byboard of directors to pay dividends on our comnimares.

Dilution

You may experience future dilution due to additidiséure equity financing events by the Companiy. |
outstanding options and warrants of the Compangxaeecised into common shares, you will experience
additional dilution.

DESCRIPTION OF SHARE CAPITAL

The authorized share capital of the Company canefsin unlimited number of Common Shares, Class B

Shares and First Preferred Shares. As at SepterBb2013, 42,504,687 Common Shares are outstanding
and no Class B Shares or First Preferred Sharesuéstanding. The Company consolidated its common

shares outstanding using a ratio of 10 to 1 andCrapany’s common shares began trading on the TSX
Venture Exchange on a post-consolidated basis brukey 6, 2013.

Common Shares

Holders of common shares are entitled to receitiesof and to attend all meetings of shareholdetsept
meetings at which holders of another specifiedsobdishares are exclusively entitled to vote, aaeatitled
to one vote for each common share held on all wate=n at such meetings. The holders of commoresha
are entitled to receive such dividends as the tireenay in their discretion declare, regardlesstudther
dividends are declared on any other class of shddgm®n liquidation, dissolution or winding up dfet
Company, the holders of common shares are entilegteive any remaining property after payme ranyf
amount required to redeem or retract any issuesatstianding First Preferred Shares and any olfages
ranking senior in priority to the common shares.

Class B Shares

Holders of Class B Shares are entitled to recedtie®of and to attend all meetings of shareho)dertsshall
not be entitled to vote any of their Class B Shateany such meeting. Upon liquidation, dissolutio
winding up of the Company, the holders of the CBa&hares shall, subject to the rights of the hsldéany
other class of shares of the Company entitleddeive assets of the Company upon such a distributio
priority to the Class B Shares, be entitled toipigdte rateably with the holders of common shamesny
distribution of the assets of the Company. In taidj each Class B Share may at any time be cateat
the option of the holder upon written notice to @@mpany, into one common share.

First Preferred Shares

The First Preferred Shares may be issued in om®o series, with each series to consist of suotbeu of
shares as may, before the issue of the seriexdoEdy the directors. The directors are authdribefore the

issue of any series, to determine the designaiigints, privileges, restrictions and conditionaeltiing to the

First Preferred Shares of each series. The FiefefPed Shares of each series rank equally witheret to

the payment of dividends and the distribution cfeds or return of capital in the event of a ligtiola,
dissolution or winding up and in priority to thenesmon shares and Class B Shares and any other shares
ranking junior to the First Preferred Shares.
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PRIOR SALES

The following table summarizes details of the stoptions (which are the only securities not listed
on a stock exchange which were) issued by the Catipo during the most recently completed
financial year. On February 6, 2013, SCT complatezh-to-one share consolidation. The price and
number of securities in the table below have begusted to reflect the post-consolidation values.

Date of Issuance Exercise Price per Number of Securities
Option ($)
June 1, 2012 $1.00 10,000 Options

MARKET FOR SECURITIES

The Company’s outstanding common shares are kstdghosted for trading on the TSX Venture Exchange
under the trading symbol “SSS”. Effective, May 2013, the Company’s shares also trade on the OTCQX

Marketplace under the symbol “SCTFP”.

Month High ($) Low ($) Volume (#)
December 2012 0.035 0.025 2,188,795
November 2012 0.055 0.025 3,567,282
October 2012 0.035 0.015 4,669,290
September 2012 0.025 0.015 2,384,422
August 2012 0.030 0.015 2,929,328
July 2012 0.035 0.025 607,734
June 2012 0.035 0.025 1,994,534
May 2012 0.035 0.025 2,686,667
April 2012 0.045 0.030 3,969,751
March 2012 0.050 0.040 2,717,657
February 2012 0.055 0.045 1,855,042
January 2012 0.060 0.045 4,893,950

Note:
(1) On February 6, 2013, SCT completed a sharsddmlation. Price and trading values for the moimhte above table

reflect pre-consolidation values.
DIRECTORS AND OFFICERS

The name, province or state and country of resileposition and principal occupation of each of the
directors and senior officers of SCT are descrliddw. Each director will hold office until thexteannual

meeting of shareholders of the Company.

Name and Municipality | Current Positions and Offices | Principal Occupation in the Past Five Years
of Residence Held

Mr. David Allan Director since June 28, 2011 | June 2011 to present: Chairman of SCT; Executive
Ontario, Canada Chairman fromJune 2011 to May 2013.

1998 to February 2013: Chairman of YM
BioSciences Inc., a biopharmaceutical company
CE0O1998 to November 2010.
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Name and Municipality
of Residence

Current Positions and Offices
Held

Principal Occupation in the Past Five Years

Dr. James DeMesa
Florida, USA

Director since July 19, 2005

2009 to present: CEO, MedXcel, a medical
education company000 to present: medical
advisor, CommGeniX, a medical communication
company;2010-present: Executive Director,
Induce Biologics

Dr. Henry Friesen
Manitoba, Canada

Director since June 28, 2011

October 2000 to present: Distinguished University
Professor Emeritus, University of Manitoba

Dr. Michael Moore
Berkshire, United Kingdom

Director since April 9, 2013

2009 to present: Chairman/ Director of a number
of private biopharmaceutical companies in the U
October 2004 to March 2013: Chairman, Trillium
Therapeutics Inc.

August 2003 to November 2008: CEO and

Director, Plramed Ltd, a UK based biotechnology

company

JK;

Mr. James Parsons, CA
Ontario, Canada

CFO since August 25, 2011

August 2011 to present: Chief Financial Officer of
SCT.October 2010 to present: VP Finance,
DiaMedica Inc., a public biopharmaceutical
company2003 to March 2013: Director Finance,
Trillium. 2003 to present: President of a CFO
services company focused on the life sciences
industry.

Mr. R. Dean Peterson
Alberta, Canada

Director since August 9, 2010

May 1990 to present: President of EOS Pipeline, &
pipeline and facilities construction and
maintenance company.

A

Dr. Penka Petrova
Ontario, Canada

Vice President, Drug
Development since April 9,
2013

April 2013 to present: Vice President, Drug
Development of SCT

June 2011 to March 2013: Director, Drug
Development of Trillium; previously Research
Scientist, Trillium

Dr. Niclas Stiernholm
Ontario, Canada

Director since July 18, 2011

President and CEO since April
9, 2013

April 2013 to present: President and CEO of SCT
2002- present: CEO of Trillium

Dr. Calvin Stiller
Ontario, Canada

Director since July 18, 2011

2008 - present: Chair, BioQuest Innovations Inc.;
Chair/ Director, Ontario Institute for Cancer
Research; Professor Emeritus, Western Univers

Dr. Robert Uger
Ontario, Canada

Chief Scientific Officer since
April 9, 2013

April 2013 to present: Chief Scientific Officer of
SCT;2003 to present: VP Research of Trillium

Notes:

(1) Members of the Audit Committee for 2012: Dr. Stlestm (chair), Mr. Peterson, Dr. DeMesa; From AgriR013: Dr.
Friesen (chair), Dr. Stiller, Dr. DeMesa

(2) Members of the Compensation Committee from AprR@13: Dr. Moore (chair), Mr. Peterson, Mr. Allan

(3) Members of the Corporate Governance and Nomin&orgmittee from April 9, 2013: Dr. Stiller (chaif)y. Moore, Dr.

Friesen
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As at September 19, 2013, the directors and seffioers of SCT, as a group, beneficially ownedgcliy or
indirectly, 3,646,504 Common Shares of the Compammstituting approximately 8.6% of the issued and
outstanding Common Shares.

CONFLICTS OF INTEREST

Certain officers and directors of SCT are alsoceifs and/or directors of other companies engag#ukin
biotechnology industry and research business giyefs a result, situations arise where the eseof such
directors and officers conflict with their intergsis directors and officers of other companie® régolution
of such conflicts is governed by applicable corpgolaws, which require that directors act honesgtlgood
faith and with a view to the best interests of@menpany. In addition, the ABCA, SCT’s governinatste,
requires that any director or officer of a compavho is party to, or is a director or officer of, loas a
material interest in any person who is a partyatmaterial contract or proposed material contraitt the
Company must disclose his or her interest andharcase of directors, refrain from voting on anyteran
respect of such contract, unless otherwise permnitteler the ABCA.

LEGAL PROCEEDINGS

The Company is not a party to, and none of itstagge subject to, any material legal proceedingsto
SCT’s knowledge are any such proceedings conteatgplat

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANS ACTIONS

There are no material interests, direct or indjre€tdirectors, senior officers, any shareholdersow
beneficially own, directly or indirectly, more thd0% of our outstanding common shares, or any known
associates or affiliates of such persons, in aaystction within the last three years or in anypsed
transaction which has materially affected or waulaterially affect the Company.

INTEREST OF EXPERTS

Our auditor, Ernst & Young LLP, is independent@&c@rdance with the Rules of Professional Conduttteof
Institute of Chartered Accountants of Ontario ag\pfil 24, 2013.

TRANSFER AGENT

The Company'’s registrar and transfer agent is Coenpliare Trust Company of Canada, located at 100
University Avenue, Toronto, Ontario, M5J 2Y1.

ADDITIONAL INFORMATION

Additional information about the Company may beridwon SEDAR at www.sedar.com. Additional
information including directors’ and officers’ remeration and indebtedness, principal holders of the
Company’s securities, options to purchase secsirétied securities authorized for issuance undettyequi
compensation plans, is contained in the Managemfartmation Circular of the Company dated September
19, 2013 provided for the annual meeting of theedmaders of the Company to be held on Octobe2QT3.
Additional information may also be found in the Gmany’s audited financial statements and related MD&
for the year ended December 31, 2012, and the Quyigpp@ondensed consolidated interim financial
statements for the six months ended June 30, 2888h of these documents is available on SEDAR at
www.sedar.com and is incorporated herein by referen



