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QUARTERLY REPORT ON FORM 6-K
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2016

Currency Presentation and Certain Defined Terms

In this Quarterly Report on Form 6-K, references to “U.S.” or “United States” are to the United States of America, its territories
and its possessions. References to “US$” or “dollars” or “U.S. dollars” are to the legal currency of the United States and references to
“AS$” or “Australian Dollars” are to the legal currency of Australia. Our financial statements are presented in U.S. dollars and are
prepared in accordance with the International Financial Reporting Standards as issued by the International Accounting Standards
Board, or IFRS. References to a particular “fiscal” year are to our fiscal year ended June 30 of such year.

All references to “we”, “us’, “our”, “Mesoblast” or “the Group” shall mean Mesoblast Limited and its subsidiaries. We own or
have rights to trademarks and trade names that we use in connection with the operation of our business, including our corporate name,
logos, product names and website names. Other trademarks and trade names appearing in this Quarterly Report are the property of
their respective owners.

Forward-Looking Statements

This Quarterly Report on Form 6K includes forward-looking statements that relate to future events or our future financial
performance and involve known and unknown risks, uncertainties and other factors that may cause our actual results, levels of
activity, performance or achievements to differ materially from any future results, levels of activity, performance or achievements
expressed or implied by these forward-looking statements. We make such forward-looking statements pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995 and other federal securities laws. All statements other than
statements of historical facts contained in this Quarterly Report on Form 6-K are forward-looking statements. Words such as, but not
limited to, “believe,” “expect,” “anticipate,” “estimate,” “intend,” “plan,” “targets,” “likely,” “will,” “would,” “could,” and similar
expressions or phrases identify forward-looking statements. We have based these forward-looking statements largely on our current
expectations and future events and financial trends that we believe may affect our financial condition, results of operation, business
strategy and financial needs. Forward-looking statements include, but are not limited to, statements about:

EEINT3 EEINT3 EEINT3

. the initiation, timing, progress and results of our preclinical and clinical studies, and our research and development
programs;
. our ability to advance product candidates into, enroll and successfully complete, clinical studies, including multi-national

clinical trials;

. our ability to advance our manufacturing capabilities;

. the timing or likelihood of regulatory filings and approvals, manufacturing activities and product marketing activities, if
any;

. the commercialization of our product candidates, if approved,;

. regulatory or public perceptions and market acceptance surrounding the use of stem-cell based therapies;

. the potential for our product candidates, if they are approved, to be withdrawn from the market due to patient adverse

events or deaths;

. the potential benefits of strategic collaboration agreements and our ability to enter into and maintain established strategic
collaborations;
. our ability to establish and maintain intellectual property on our product candidates and our ability to successfully defend

these in cases of alleged infringement;

. the scope of protection we are able to establish and maintain for intellectual property rights covering our product
candidates and technology;

. our ability to obtain additional financing;

. estimates of our expenses, future revenues, capital requirements and our needs for additional financing;

. our financial performance;

. developments relating to our competitors and our industry;
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. the pricing and reimbursement of our product candidates, if approved; and

. other risks and uncertainties, including those listed under the caption “Risk Factors” included elsewhere in this Quarterly
Report on Form 6-K.

You should read thoroughly this Quarterly Report on Form 6-K and the documents that we refer to herein with the
understanding that our actual future results may be materially different from and/or worse than what we expect. We qualify all of our
forward-looking statements by these cautionary statements. Other sections of this Quarterly Report on Form 6-K include additional
factors which could adversely impact our business and financial performance. Moreover, we operate in an evolving environment. New
risk factors emerge from time to time and it is not possible for our management to predict all risk factors, nor can we assess the impact
of all factors on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially
from those contained in any forward-looking statements.

You should not rely upon forward-looking statements as predictions of future events. The forward-looking statements made in
this Quarterly Report on Form 6-K relate only to events or information as of the date on which the statements are made in this
Quarterly Report on Form 6-K. We undertake no obligation to update or revise any forward-looking statements, whether as a result of
new information, future events or otherwise.
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Consolidated Income Statement
(unaudited)

(in thousands, except per share amount)

Revenue

Research & development

Manufacturing commercialization

Management and administration

Fair value remeasurement of contingent consideration
Other operating income and expenses

Finance costs

Loss before income tax

Income tax benefit/(expense)

Loss attributable to the owners of Mesoblast Limited

Losses per share from continuing operations attributable to the
ordinary equity holders of the Group:

Basic - losses per share
Diluted - losses per share

The above consolidated income statement should be read in conjunction with the accompanying Notes.
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Three Months Ended

September 30,
Note 2016 2015
3 395 7,513
(14,004) (11,089)
(3,295) (6,203)
(5,459) (5,535)
24 3,729
473 849
(1,037) (2,424)
3 (22,903) (13,160)
4 3,105 —
(19,798) (13,160)
Cents Cents
(5.24) (3.94)
(5.24) (3.94)



Consolidated Statement of Comprehensive Income

(unaudited)
Three Months Ended
September 30,

(in thousands) Note 2016 2015
(Loss)/profit for the year (19,798) (13,160)
Other comprehensive income
Items that may be reclassified to profit and loss
Changes in the fair value of available-for-sale financial

assets 31 —
Exchange differences on translation of foreign operations 703 (3,593)
Other comprehensive (loss)/income for the period,

net of tax 734 (3,593)
Total comprehensive (loss)/income is attributable to the

owners of Mesoblast Limited (19,064) (16,753)

The above consolidated statement of comprehensive income should be read in conjunction with the accompanying Notes.
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Consolidated Statement of Changes in Equity
(unaudited)

(in thousands)

Balance as of July 1, 2015

Loss for the period

Other comprehensive income

Total comprehensive profit/(loss) for the
period

Transactions with owners in their
capacity as owners:

Contributions of equity net of transaction costs

Transfer exercised options
Fair value of share-based payments
Reclassification of modified options to liability

Balance as of September 30, 2015

Balance as of July 1, 2016

Loss for the period

Other comprehensive income

Total comprehensive profit/(loss) for the
period

Transactions with owners in their capacity
as owners:

Contributions of equity net of transaction costs

Transfer exercised options
Fair value of share-based payments

Reclassification of modified options to liability

Balance as of September 30, 2016

Investment Foreign Currency

Share Option Revaluation Translation Retained
Note Issued Capital  Reserve Reserve Reserve Earnings Total

709,191 60,740 — (37,984) (263,960) 467,987
— — — —  (13,160) (13,160)
— — — (3,593) —  (3,593)
— — — (3,593) (13,160) (16,753)

268 — — — — 268

8 268 — — — — 268
134 (134) — — — —

— 1,001 — — — 1,001

— 323 — — — 323

134 1,190 — — — 1,324

709,593 61,930 — (41,577) (277,120) 452,826

770,272 64,999 (334) (38,689) (268,087) 528,161
— — — —  (19,798) (19,798)

— — 31 703 — 734
— — 31 703 (19,798) (19,064)

17 — — — — 17

8 17 — — — — 17
— 847 — — — 847
— (89) — — — (89)

— 758 — — — 758

770,289 65,757 (303) (37,986) (287,885) 509,872

The above consolidated statement of changes in equity should be read in conjunction with the accompanying Notes.
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Consolidated Balance Sheet
(unaudited)

(in thousands)

Assets

Current Assets

Cash & cash equivalents
Trade & other receivables
Prepayments

Total Current Assets

Non-Current Assets

Property, plant and equipment
Available-for-sale financial assets
Other non-current assets
Intangible assets

Total Non-Current Assets

Total Assets

Liabilities

Current Liabilities
Trade and other payables
Provisions

Total Current Liabilities

Non-Current Liabilities
Deferred tax liability
Provisions

Total Non-Current Liabilities
Total Liabilities

Net Assets

Equity
Issued Capital
Reserves

(Accumulated losses)/retained earnings

Total Equity

As of As of

Note September 30, 2016 June 30, 2016
5(a) 60,355 80,937
5(b) 4,583 4,054
5(b) 5,759 3,832
70,697 88,823
2,925 3,063
5(d) 1,997 1,966
2,362 2,343
6(a) 587,463 587,823
594,747 595,195
665,444 684,018
5(c) 28,119 27,155
3,202 2,260
31,321 29,415
6(b) 59,588 62,693
64,663 63,749
124,251 126,442
155,572 155,857
509,872 528,161
8 770,289 770,272
27,468 25,976

(287,885) (268,087)

509,872 528,161

The above consolidated balance sheet should be read in conjunction with the accompanying Notes.
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Consolidated Statement of Cash Flows
(unaudited)

(in thousands)

Cash flows from operating activities

Commercialization revenue received

Payments to suppliers and employees (inclusive of goods and services tax)
Interest received

Net cash (outflows) in operating activities

Cash flows from investing activities
Payments for investments

Payments for licenses

Investment in fixed assets

Net cash (outflows) in investing activities

Cash flows from financing activities

Proceeds from issue of shares

Payments for share issue costs

Net cash (outflows) / inflows by financing activities

Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

FX (losses)/gains on the translation of foreign bank accounts
Cash and cash equivalents at end of period

Three months ended

September 30,
Note 2016 2015
361 —
(21,369) (28,355)
181 288
7(b) (20,827) (28,067)
— (805)
— (200)
(290) (502)
(290) (1,507)
— 169
(55) —
(55) 169
(21,172) (29,405)
80,937 110,701
590 (3,535)
7(a) 60,355 77,761

The above consolidated statement of cash flows should be read in conjunction with the accompanying Notes.
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Notes to Consolidated Financial Statements
(unaudited)

Mesoblast Limited (the “Company”) and its subsidiaries (the “Group”) are primarily engaged in the development of
regenerative medicine products. The Company’s primary proprietary regenerative medicine technology platform is based on
specialized cells known as mesenchymal lineage adult stem cells. The Company was formed in 2004 as an Australian company and
has been listed on the Australian Securities Exchange (the “ASX”) since 2004. On November 18, 2015, the Company listed in the
United States of America (“U.S.”) on the NASDAQ Global Select Market (“NASDAQ”) and from this date has been dual-listed in
Australia and the U.S.

These financial statements are presented in thousands of U.S. dollars (“$” or “USD”), unless otherwise noted, including certain
amounts that are presented in thousands of Australian dollars (“AUD”).

1. Significant changes in the current reporting period
(i) Significant events

The financial position and performance of the Group was not particularly affected by any significant changes in the three
months ended September 30, 2016.

(ii) Going concern

For the three months ended September 30, 2016 and 2015, the Group has incurred a total comprehensive loss after income tax of
$19,064 and $16,753, respectively, and net cash outflows from operations of $20,827 and $28,067, respectively. As of September 30,
2016, the Group held total cash and cash equivalents of $60,355.

For the year ended June 30, 2017, the Group has committed to partnering one or more of its four key Tier 1 programs resulting
in non-dilutive funding for operations. The Group is also continuing to work on various cost containment and deferment strategies,
including the reprioritization of projects and operational streamlining. A fully discretionary equity facility has been established for up
to A$120 million / US $90 million over 36 months to provide additional funds as required. The Group may consider issuing new
capital to fund future operational requirements.

There is uncertainty related to the Group’s ability to partner programs and raise capital at terms meeting the Group’s timing and
pricing requirements. Additionally, there is uncertainty related to the Group’s ability to sustainably implement planned cost reductions
and defer programs on a timely basis while achieving expected outcomes.

The continuing viability of the Group and its ability to continue as a going concern and meet its debts and commitments as they
fall due are dependent upon either entering into an arrangement with a third party partner on one or more of its four key Tier 1
programs that would result in non-dilutive funding, or otherwise raising further capital, together with various cost containment and
deferment strategies being completed including the reprioritization of certain projects and operational streamlining.

Management and the directors believe that the Group will be successful in the above matters and, accordingly, have prepared the
financial report on a going concern basis, notwithstanding that there is a material uncertainty that may cast significant doubt on the
Group’s ability to continue as a going concern and that it may be unable to realize its assets and liabilities in the normal course of
business.

References to matters that may cast significant doubt about the Group’s ability to continue as a going concern also raise
substantial doubt as contemplated by the Public Company Accounting Oversight Board (“PCAOB”) standards.

2. Segment information

Operating segments are identified on the basis of whether the allocation of resources and/or the assessment of performance of a
particular component of the Company’s activities are regularly reviewed by the Company’s chief operating decision maker as a
separate operating segment. By these criteria, the activities of the Company are considered to be one segment being the development
of adult stem cell technology platform for commercialization, and the segmental analysis is the same as the analysis for the Company
as a whole. The chief operating decision maker (Chief Executive Officer) reviews the consolidated income statement, balance sheet,
and statement of cash flows regularly to make decisions about the Company’s resources and to assess overall performance.

Page 10



3. Loss before income tax

(in thousands)

Revenue
Commercialization revenue
Milestone Revenue

Interest Revenue

Total Revenue

Clinical trial research & development
Manufacturing production & development

Employee benefits

Salaries and employee benefits

Defined contribution superannuation expenses
Equity settled share-based payment transactions()
Total Employee benefits

Depreciation and amortization of non-current assets

Plant and equipment depreciation

Intellectual property amortization

Total Depreciation and amortization of non-current assets

Other Management & administration expenses

Overheads & administration

Consultancy

Legals, patent and other professional fees

Intellectual property expenses (excluding the amount
amortized above)

Total Other Management & administration expenses

Fair value remeasurement of contingent consideration

Remeasurement of contingent consideration

Total Fair value remeasurement of contingent
consideration

Other operating income and expenses
Research & development tax incentive®
Foreign exchange gains/(losses)

Total Other operating income and expenses

Finance costs
Provisions: unwinding of discount

Total Finance costs

Total loss before income tax

(1)  Share-based payment transactions

Three Months Ended
September 30,
Note 2016 2015
218 3,751
— 3,500
177 262
395 7,513
(9,325) (4,963)
(1,626) (4,549)
(5,915) (7,189)
(90) (84)
(847) (1,001)
(6,852) (8,274)
(410) (407)
(366) (31)
(776) (438)
(2,066) (2,149)
(627) (1,183)
(789) (767)
(697) (504)
(4,179) (4,603)
5(d)(ii) 24 3,729
24 3,729
482 1,106
®) (257)
473 849
5(d)(iii) (1,037) (2,424)
(1,037) (2,424)
(22,903) (13,160)

For the three months ended September 30, 2016 and 2015, share-based payment transactions have been reflected in the
consolidated Income Statement functional expense categories as follows: research and development $523 and $653,
respectively, manufacturing commercialization $(9) and $146, respectively, and management and administration $333 and $202,

respectively.



2

Research and development tax incentive

The Group’s research and development activities are eligible under an Australian Government tax incentive for eligible
expenditures from July 1, 2011. Management has assessed these activities and expenditures to determine which are likely to be
eligible under the incentive scheme. At each period end management estimates the refundable tax offset available to the Group
based on available information at the time. The Group employs independent tax specialists to review, on an annual basis, the
quantum of our previous research and development tax claim and our on-going eligibility to claim this tax incentive in Australia.
For the three months ended September 30, 2016 and 2015, the Group has recognized income of $482 and $1,106, respectively.

Of the $482 research and development tax incentive recorded in other income for the three months ended September 30, 2016,
$Nil relates to a change in the original estimate of the research and development tax incentive income the Group estimated it
would receive from the Australian Government for the year ended June 30, 2016.

Of the $1,106 research and development tax incentive recorded in other income for the three months ended September 30, 2015,
$Nil relates to a change in the original estimate of the research and development tax incentive income the Group estimated it
would receive from the Australian Government for the year ended June 30, 2015.

4. Income tax benefit/(expense)

(@)

Three Months Ended
September 30,

(in thousands) 2016 2015
Income tax benefit/(expense)
Current tax
Current tax — —
Total current tax expense/(benefit) — —
Deferred tax
Decrease/(increase) in deferred tax assets (3,105) —
(Decrease)/increase in deferred tax liabilities — —
Total deferred tax expense/(benefit) (3,105) —
Income tax expense/(benefit) 3,105) —

Deferred tax assets have been brought to account only to the extent that it is foreseeable that they are recoverable against future

tax liabilities.

Following the Group’s strategic review in June 2016 and the resulting operational streamlining, the Group recognized deferred

tax assets for operating tax losses and deductible temporary differences in the jurisdictions where there are offsetting taxable
temporary differences (deferred tax liabilities). Prior to this strategic review, the Group was in the process of consolidating certain
intellectual property assets and consequently taxable temporary differences were not available to offset deferred tax assets in the same
jurisdiction.

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that future taxable profit will be

available against which the unused tax losses can be utilized. Deferred tax assets are offset against taxable temporary differences
(deferred tax liabilities) when the deferred tax balances relate to the same tax jurisdiction in accordance with our accounting policy.

(b)

As of As of
September 30, 2016 June 30, 2016

Deferred tax assets not brought to account
Unused tax losses
Potential tax benefit at local tax rates 29,025 27,060
Other temporary differences
Potential tax benefit at local tax rates 3,513 3,432

32,538 30,492
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As of September 30, 2016 and June 30, 2016, the Group has deferred tax assets not brought to account of $32,538 and $30,492,
respectively. Deferred tax assets have been brought to account only to the extent that it is foreseeable that they are recoverable against
future tax liabilities.

5. Financial assets and liabilities

This note provides information about the Group's financial instruments, including:

. an overview of all financial instruments held by the Group;

. specific information about each type of financial instrument;

. accounting policies; and

. information used to determine the fair value of the instruments, including judgments and estimation uncertainty involved.

The Group holds the following financial instruments:

Assets at
Financial assets Assets at Assets at amortized
(in thousands) Notes FVOCI® FVTPL® cost Total
As of September 30, 2016
Cash & cash equivalents 5(a) — — 60,355 60,355
Trade & other receivables 5(b) — — 4,583 4,583
Available-for-sale financial asset 1,997 — — 1,997
Other non-current assets — — 2,362 2,362
1,997 — 67,300 69,297
As of June 30, 2016
Cash & cash equivalents 5(a) — — 80,937 80,937
Trade & other receivables 5(b) — — 4,054 4,054
Available-for-sale financial asset 1,966 — — 1,966
Other non-current assets — — 2,343 2,343
1,966 — 87,334 89,300
(1)  Fair value through other comprehensive income
(2) Fair value through profit or loss
Financial liabilities Liabilities at Liabilities at Liabilities at
(in thousands) Notes FVOCI® FVTPL® amortized cost Total
As of September 30, 2016
Trade and other payables 5(¢c) — — 28,119 28,119
Provisions 5(d) — 64,691 — 64,691
— 64,691 28,119 92,810
As of June 30, 2016
Trade and other payables 5(c) — — 27,155 27,155
Provisions 5(d) — 63,716 — 63,716
— 63,716 27,155 90,871

(1)  Fair value through other comprehensive income
(2)  Fair value through profit or loss

The Group’s exposure to various risks associated with the financial instruments is discussed in this Note. The maximum
exposure to credit risk at the end of the reporting period is the carrying amount of each class of financial assets mentioned above.

Page 13



a. Cash and cash equivalents

As of As of
(in thousands) September 30,2016  June 30, 2016
Cash at bank 16,036 21,860
Deposits at callD 44,319 59,077
60,355 80,937

(1) As of September 30, 2016 and June 30, 2016, interest-bearing deposits at call include amounts of $4,724 and $4,598,
respectively, held as security against future foreign exchange deals and are restricted for use.

(i) Classification as cash equivalents

Term deposits are presented as cash equivalents if they have a maturity of three months or less from the date of acquisition.

(ii) Market risk — interest rate risk

The deposits held which derive interest revenue are described in the table below, together with the maximum and minimum
interest rates being earned as of September 30, 2016 and June 30, 2016.

As of As of
September 30, 2016 June 30, 2016
(in thousands, except percent data) Low High Low High
Funds invested - USD 0.55% 0.55% 34,254 0.55% 0.90% 47,796
Funds invested - AUD 2.54% 2.54% 13,191 3.00% 3.04% 15,191

(iii) Market risk — currency risk

The Group has foreign currency amounts owing primarily in USD in Mesoblast Limited (AUD functional currency) relating to
clinical, regulatory and overhead activities. The Group also has foreign currency amounts owing in various other non-USD currencies
in USD functional currency entities in the Group relating to clinical, regulatory and overhead activities. These foreign currency
balances give rise to a currency risk, which is the risk of the exchange rate moving, in either direction, and the impact it may have on
the Group’s financial performance.

Currency risk is minimized by ensuring the proportion of cash reserves held in each currency matches the expected rate of spend
of each currency.

(iv) Liquidity risk

Liquidity risk is the risk that the Group will not be able to pay its debts as and when they become due. Liquidity risk has been
assessed in Note 1(ii).

All financial liabilities, excluding contingent consideration, held by the Group as of September 30, 2016 and June 30, 2016 are
non-interest bearing and mature within 6 months. The total contractual cash flows associated with these liabilities equate to the
carrying amount disclosed within the financial statements.
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Trade and other receivables and prepayments

As of As of
(in thousands) September 30,2016  June 30,2016
Trade debtors 218 460
Income tax and tax incentives recoverable 3,378 2,818
Foreign withholding tax recoverable 471 471
Sundry debtors 142 242
Interest receivables 22 26
Other recoverable taxes (Goods and services tax and
value-added tax) 96 24
Other receivables 256 13
Trade and other receivables 4,583 4,054
As of As of
(in thousands) September 30,2016 June 30,2016
Clinical trial research and development expenditure 4,724 2,684
Prepaid insurance and subscriptions 315 638
Other 720 510
Prepayments 5,759 3,832

(i) Classification as trade and other receivables

Interest receivables are amounts due at maturity of term deposits. All trade and other receivable balances are within their due
dates and none are considered to be impaired as of September 30, 2016 and June 30, 2016.

(ii) Other receivables

These amounts generally arise from transactions outside the usual operating activities of the Group.

(iii) Fair values of trade and other receivables

Due to the short-term nature of the current receivables, their carrying amount is assumed to be the same as their fair value.

c. Trade and other payables

As of As of
(in thousands) September 30,2016  June 30, 2016
Trade payables and other payables 28,119 27,155
Trade and other payables 28,119 27,155
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d.  Recognized fair value measurements
(i) Fair value hierarchy

The following table presents the Group's financial assets and financial liabilities measured and recognized at fair value as of
September 30, 2016 and June 30, 2016 on a recurring basis, categorized by level according to the significance of the inputs used in
making the measurements:

As of September 30, 2016
(in thousands) Notes Level 1 Level 2 Level 3 Total

Financial Assets
Available-for-sale financial assets

Equity securities - biotech sector — — 1,997 1,997
Total Financial Assets — — 1,997 1,997

Financial Liabilities
Financial liabilities at fair value through profit or loss

Contingent consideration 5(d)(iii) — — 64,691 64,691
Total Financial Liabilities — — 64,691 64,691

As of June 30, 2016
(in thousands) Notes Level 1 Level 2 Level 3 Total

Financial Assets
Available-for-sale financial assets

Equity securities - biotech sector — — 1,966 1,966
Total Financial Assets — — 1,966 1,966

Financial Liabilities
Financial liabilities at fair value through profit or loss

Contingent consideration 5(d)(iii) — — 63,716 63,716
Total Financial Liabilities — — 63,716 63,716

There were no transfers between any of the levels for recurring fair value measurements during the period.

The Group’s policy is to recognize transfers into and transfers out of fair value hierarchy levels as at the end of the reporting
period.

Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading and
available-for-sale securities) is based on quoted market prices at the end of the reporting period. The quoted market price used for
financial assets held by the Group is the current bid price. These instruments are included in level 1.

Level 2: The fair value of financial instruments that are not traded in an active market (for example, foreign exchange contracts)
is determined using valuation techniques which maximize the use of observable market data and rely as little as possible on entity-

specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is included in level 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.
This is the case for provisions (contingent consideration) and equity securities (unlisted).
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(ii) Valuation techniques used.

The Group used discounted cash flow analysis to determine the fair value measurements of level 3 instruments.

(iii) Fair value measurements using significant unobservable inputs (level 3)

The following table presents the changes in level 3 instruments for the three months ended September 30, 2016 and the year
ended June 30, 2016:

Contingent
consideration

(in thousands) provision
Opening balance - July 1, 2015 91,890
Amount used during the year (62)
Charged/(credited) to consolidated income statement:

Unwinding of discount® 9,311

Remeasurement® (37,423)
Closing balance - June 30, 2016 63,716
Opening balance - July 1, 2016 63,716
Amount used during the year (38)
Charged/(credited) to consolidated income statement:

Unwinding of discount® 1,037

Remeasurement (24)
Closing balance September 30, 2016 64,691

(1) The unwinding of the risk adjusted discount as the time period shortens between the valuation date and the potential settlement
date of the contingent consideration.

(2) The remeasurement of $37,423 recognized in the year ended June 30, 2016 includes a gain of $34,548 relating to a reduction in
contingent consideration expected to be paid to Osiris Therapeutics, Inc. (“Osiris”) on the MSC-assets due to a greater certainty
over the commencement of the earn out period. This change in assumption results in a reduction in the valuation of contingent
consideration as an earlier earn out period results in royalties being applicable to sales in years that are prior to peak year sales.
The remaining gain of $2,875 was recognized during the year ended June 30, 2016 as a result of changes to the key assumptions
of contingent consideration valuation such as developmental timelines, market population, market penetration and product
pricing.
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(iv) Valuation inputs and relationship to fair value

The following table summarizes the quantitative information about the significant unobservable inputs used in level 3 fair value
measurements:

Range of inputs (weighted

(in thousands, except percent data) average) for
Three Months
Fair value as of Ended Year Ended Relationship of
September 30, June 30, Valuation Unobservable September 30, June 30, unobservable inputs to
Description 2016 2016 technique Inputs® 2016 2016 fair value

Contingent consideration provision 64,691 63,716 Discounted Risk adjusted 11%-13%  11%-13% Three months ended
cash flows discountrate (12.5%) (12.5%) September 30, 2016: A
change in the discount
rate by 0.5% would
increase/decrease the fair
value by 2%.

Year ended June 30, 2016:
A change in the discount
rate by 0.5% would
increase/decrease the fair

value by 2%.
Expected unit n/a n/a  Three months ended
revenues September 30, 2016: A

10% increase in the price
assumptions adopted
would increase the fair
value by 6%.

Year ended June 30, 2016:
A 10% increase in the
price assumptions adopted
would increase the fair
value by 6%.

(1) There were no significant inter-relationships between unobservable inputs that materially affect fair values.

(v) Valuation processes

In connection with the Osiris acquisition, on October 11, 2013 (the “acquisition date”), an independent valuation of the
contingent consideration was carried out by an independent valuer.

For the three months ended September 30, 2016 and the year ended June 30, 2016, the Group has adopted a process to value
contingent consideration internally. This valuation has been completed by the Group’s internal valuation team and reviewed by the
Chief Financial Officer (the "CFO"). The valuation team is responsible for the valuation model. The valuation team also manages a
process to continually refine the key assumptions within the model. This is done with input from the relevant business units. The key
assumptions in the model have been clearly defined and the responsibility for refining those assumptions has been assigned to the
most relevant business units. The remeasurement charged to the consolidated income statement was a result of changes to key
assumptions such as periods applicable to royalty payments, developmental timelines, market population, market penetration and
product pricing.

The fair value of contingent consideration As of As of
(in thousands) September 30,2016  June 30, 2016

Fair value of cash or stock payable, dependent on
achievement of future late-stage clinical or regulatory

targets 30,366 30,327

Fair value of royalty payments from commercialization of
the intellectual property acquired 34,325 33,389
64,691 63,716
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The main level 3 inputs used by the Group are evaluated as follows:

Risk adjusted discount rate: The discount rate used in the valuation has been determined based on required rates of returns of listed
companies in the biotechnology industry (having regards to their stage of development, their size and
number of projects) and the indicative rates of return required by suppliers of venture capital for
investments with similar technical and commercial risks. This assumption is reviewed as part of the

valuation process outlined above.

Expected unit revenues: Expected market sale price of the most comparable products currently available in the market place. This
assumption is reviewed as part of the valuation process outlined above.

6. Non-financial assets and liabilities

a. Intangible assets

In-process
research and Current
Acquired licenses  development marketed
(in thousands) Goodwill to patents acquired products Total
Year Ended June 30, 2016
Opening net book value 134,453 2,091 513,697 — 650,241
Additions — 75 — — 75
Reclassifications — — (23,999) 23,999 —
Exchange differences — @) — — (7)
Amortization charge — (123) — (444) (567)
Impairment charge® — — (61,919) — (61,919)
Closing net book value 134,453 2,036 427,779 23,555 587,823
As of June 30, 2016
Cost 134,453 2,769 489,698 23,555 650,475
Accumulated amortization — (733) — — (733)
Accumulated impairment — — (61,919) — (61,919)
Net book amount 134,453 2,036 427,779 23,555 587,823
Three Months Ended September 30, 2016
Opening net book value 134,453 2,036 427,779 23,555 587,823
Additions — — — — —
Exchange differences — 4 — 4
Amortization charge — (31) — (333) (364)
Impairment charge — — — —
Closing net book value 134,453 2,009 427,779 23,222 587,463
As of September 30, 2016
Cost 134,453 2,784 489,698 23,999 650,934
Accumulated amortization — (775) (61,919) (777) (63,471)
Net book amount 134,453 2,009 427,779 23,222 587,463

(1) The Group reclassified $23,999 from in-process research and development (“IPRD”) acquired to current marketed products

upon TEMCELL® HS Inj. becoming available for use in Japan.

IPRD that was acquired as part of a business acquisition is not amortized as it is considered to be incomplete and cannot be used
in its current form and therefore has an indefinite life. IPRD is tested for impairment annually, or when events or circumstances
present an indication of impairment. IPRD will continue to be tested for impairment until the related research and development
efforts are either completed or abandoned. Upon completion of the related research and development efforts, when the asset
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becomes available for use, management determines the remaining useful life of the intangible assets and amortizes them
accordingly. In order for management to determine the remaining useful life of the asset, management would consider the
expected flow of future economic benefits to the entity with reference to the product life cycle, competitive landscape,
obsolescence, market demand, any remaining patent useful life and various other relevant factors.

In the case of abandonment, the related research and development efforts are considered impaired and the asset is fully
expensed.

(2) The Group recognized $61,919 non-cash impairment charge during the year ended June 30, 2016 relating to the product
candidates, MPC-MICRO-IO for the treatment of age-related macular degeneration and MPC-CBE for the expansion of
hematopoietic stem cells within cord blood. As of June 30, 2016 the Group had completed the Phase Illa MPC-MICRO-IO
clinical trial and MPC-CBE was in a Phase III clinical trial. In June 2016, further patient enrolment of both programs was
suspended as the Group prioritized the funding of the Tier 1 product candidates. Existing and future cash resources will be
deployed on delivery of Tier 1 product candidates for the foreseeable future and therefore the Group is unable to ascertain when
MPC-MICRO-IO and MPC-CBE patient enrolment will be restarted. Accordingly impairment losses for the full carrying
amounts of the intangible assets relating to product candidates MPC-MICRO-IO and MPC-CBE were recognized in line with
the Group’s accounting policy. These product candidates will remain technically viable and available to consider for future
resource allocation and on this basis we have not abandoned the programs. The decision to impair the assets was required given
resources have not been allocated to continue the development and commercialization efforts of these assets for the foreseeable
future. See Note 21(j) and Note 2 of the Group’s consolidated financial statements for the year ended June 30, 2016 as filed with
the Securities and Exchange Commission for accounting policy on impairment of intangible assets and segment information,
respectively.

b. Deferred tax balances

(i) Deferred tax balances

As of
(in thousands) September 30, 2016 June 30, 2016
Deferred tax assets
The balance comprises temporary differences attributable to:

Tax losses 58,534 57,650

Other temporary differences 9,593 7,372
Total deferred tax assets 68,127 65,022
Deferred tax liabilities
The balance comprises temporary differences attributable to:

Intangible assets 127,715 127,715
Total deferred tax liabilities 127,715 127,715
Net deferred tax liabilities 59,588 62,693
Deferred tax assets expected to be settled within 12 months — —
Deferred tax assets expected to be settled after 12 months 68,127 65,022
Deferred tax liabilities expected to be settled within 12 months — —
Deferred tax liabilities expected to be settled after 12 months 127,715 127,715

(ii) Movements

Other
temporary
Tax losses" differences® Intangible
(in thousands) (DTA) (DTA) assets (DTL) Total (DTL)
As of July 1, 2015 — — 149,387 149,387
Charged/(credited) to:

- profit or loss (57,650) (7,372) (21,672) (86,694)
As of June 30, 2016 (57,650) (7,372) 127,715 62,693
Charged/(credited) to:

- profit or loss (884) (2,221) — (3,105)
As of September 30, 2016 (58,534) (9,593) 127,715 59,588
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(1) Deferred tax assets are netted against deferred tax liabilities

7. Cash flow information

(1) Within operating cash flows are share issue costs of $315 associated with the November 2015 NASDAQ IPO equity raising

(in thousands)
(a) Reconciliation of cash and cash equivalents

Cash at bank
Deposits at call

(b) Reconciliation of net cash flows used in operations
with loss after income tax

Loss for the period

Add/(deduct) net loss for non-cash items as follows:

Commercialization revenue

Depreciation and amortization

Foreign exchange (gains)/losses

Finance costs

Remeasurement of contingent consideration
Equity settled share-based payment

Deferred tax benefit

Change in operating assets and liabilities:
(Increase)/decrease in trade and other receivables
Decrease/(increase) in prepayments
(Increase)/decrease in tax assets
(Decrease)/increase in trade creditors and accruals
(Decrease)/increase in provisions

Net cash outflows used in operations

incurred during the three months ended September 30, 2015.

8. Issued capital

As of As of
September 30,2016  September 30, 2015
16,036 11,065
44,319 66,696
60,355 77,761
Three months Three months
ended ended
September 30,2016  September 30, 2015
(19,798) (13,160)
— (3,751)
774 439
10 181
1,037 2,424
(24) (3,729)
847 1,001
(3,105) —
63 (3,485)
(1,870) (227)
(482) (1,106)
922 (3,259)
799 (3,395)
(20,827) (28,067)®

As of September 30, As of September 30,
2016 2015 2016 2015
Shares No. (in thousands)

Opening balance 381,373,137 336,997,729 770,272 709,191
Issues of ordinary shares during the period
Exercise of share options® — 422,903 — 268
Purchase consideration 280,911 — 240
Transaction costs arising on share issue (223) —

280,911 422,903 17 268

Share options reserve transferred to equity on exercise
of options — 134
Ending balance 381,654,048 337,420,632 770,289 709,593

(1) Options are issued to employees, directors and consultants in accordance with the Mesoblast Employee Share Options Plan
(“ESOP”). The shares issued and share capital received on the exercise of options are recorded above.

9. Events occurring after the reporting period

There are no events that have occurred after September 30, 2016 and prior to the signing of this financial report that would
likely have a material impact on the financial results presented.
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10. Basis of preparation

Mesoblast Limited is a for-profit entity for the purpose of preparing the financial statements. The condensed financial statements
of Mesoblast Limited and its subsidiaries have been prepared in accordance with International Accounting Standard IAS 34 Interim
Financial Reporting, as issued by the International Accounting Standards Board (“IASB”), and are unaudited. In the opinion of
management, the interim financial data includes all adjustments, consisting only of normal recurring adjustments, necessary to a fair
statement of the results for the interim periods. These interim financial statements follow the same accounting policies as compared to
the June 30, 2016 consolidated financial statements and related notes as filed with the Australian Securities Exchange and the
Securities and Exchange Commission.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial condition and results of operations should be read in conjunction with our
consolidated financial statements included in this Quarterly Report on Form 6-K. We present our consolidated financial statements in
U.S. dollars and in accordance with International Financial Reporting Standards, as issued by the International Accounting
Standards Board, or IFRS, and Australian equivalent International Financial Reporting Standards, as issued by the Australian
Accounting Standards Board.

For us and our subsidiaries that use a functional currency that is not U.S. dollars, the assets and liabilities have been translated
at the closing exchange rate, while the income and expenses have been translated at the exchange rate at the transaction date. The
resulting exchange differences are recognized in our consolidated statement of comprehensive income. See note 21(d) in the notes to
our consolidated financial statements and the related notes thereto included in our annual report on Form 20-F for the fiscal year
ended June 30, 2016 (“Form 20-F”), filed with the Securities and Exchange Commission on August 25, 2016, for more information.

Our fiscal year ends each year on June 30. Reference to a year relates to the fiscal year, ended in June 30 of the year indicated,
rather than the calendar year, unless indicated by a specific date.

Overview

We are a global leader in developing innovative cell-based medicines. We have leveraged our proprietary technology platform,
which is based on specialized cells known as mesenchymal lineage adult stem cells (MLCs), to establish a broad portfolio of late-stage
product candidates. Our product candidates target advanced stages of diseases with high, unmet medical needs including
cardiovascular diseases, immunologic and inflammatory conditions, orthopedic disorders, and oncology and hematology conditions.
Each MLC-derived product candidate has distinct technical characteristics, target indications, individual reimbursement strategy,
separate commercialization potential, and unique partnering opportunities.

On November 14, 2016, we announced that the Phase 3 trial in intravenous product candidate MSC-100-1V used as front-line
therapy in children with steroid-resistant acute graft versus host disease (aGVHD) was successful in a pre-specified interim futility
analysis conducted by the independent Data Safety Monitoring Board. The interim analysis showed that the predefined Bayesian
futility rule used to determine the probability of the trial’s success using the trial’s primary endpoint of Day 28 overall response had
been passed.

On October 6, 2016, we announced that results from our randomized, placebo-controlled Phase 2 trial of our proprietary
allogeneic Mesenchymal Precursor Cell (MPC) product candidate, MPC-300-1V, in patients with diabetic kidney disease have been
published the peer-reviewed journal EBioMedicine.

Key trial results were:

e the safety profile for MPC-300-1V diabetic kidney disease treatment was similar to placebo, with no treatment-related
adverse events;

o cfficacy testing showed that patients receiving a single MPC infusion at either dose (150 million MPCs or 300 million
MPCs) had improved renal function relative to placebo, as defined by preservation or improvement in glomerular filtration
rate (GFR) at 12 weeks;

e the rate of decline in estimated GFR at 12 weeks was significantly reduced in the group receiving a single dose of 150
million MPCs relative to the placebo group (p=0.05); and

e there was a trend toward more pronounced treatment effects relative to placebo in the pre-specified subgroup of patients
with GFR>30ml/min/1.73m? at baseline (p=0.07).

The Phase 2 trial in biologic refractory rheumatoid arthritis has completed enrollment and results of the 12 week primary
endpoint were released on August 9, 2016.

An intravenous infusion of allogeneic MPCs was well tolerated in biologic refractory RA patients, without serious adverse
events over 12 weeks. A single intravenous MPC infusion in biologic refractory RA patients resulted in dose-related improvements in
clinical symptoms, function, and disease activity, with the 2 million MPCs/kg dose providing the greatest benefit.

Mesoblast’s Phase 2 trial recruited a total of 48 patients with active RA who were on a stable regimen of methotrexate and had
an inadequate prior clinical response to at least one anti-Tumor Necrosis Factor (TNF) agent. Of the 48 patients, 30 (63%) had
previously received 1-2 biologic agents. Patients were randomized to a single intravenous infusion of 1 million MPCs/kg (1M/kg,
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n=16), 2 million MPCs/kg (2M/kg, n=16) or placebo (n=16). The study was comprised of a 12 week primary study period with a 40
week follow-up for a study total duration of 52 weeks.

The primary objective of the study was to evaluate safety and tolerability of a single intravenous MPC infusion in biologic
refractory RA patients through a 12 week primary endpoint. Additional objectives were to evaluate pre-specified clinical efficacy
endpoints at the primary 12 week timepoint, as well as to assess the onset and time course of effect within the first 12 weeks and
subsequent durability of effects and safety profile through the full 52 week study. The American College of Rheumatology (ACR)
response, a validated measure of clinical symptoms and signs, and DAS28, a validated measure of disease activity, were assessed at
baseline and weeks 1, 4, 8 and 12. The health assessment questionnaire disability index (HAQ-DI), a validated measure of function,
was assessed at baseline and weeks 4 and 12. Analyses were performed for the whole study population and for the pre-specified
exploratory subgroup based on whether the subjects had previously received 1-2 or more than 2 biologic agents. All analyses and test
methods for the trial’s efficacy endpoints were pre-specified in the trial’s Statistical Analysis Plan. No post hoc analyses were
conducted.

Key results at week 12 were:

e cell infusions were well tolerated with no infusion-related adverse events. There were no serious adverse events, and the
safety profile over 12 weeks was comparable among placebo and MPC treatment groups;

e there was a dose-related improvement in many of the individual components of the ACR composite following MPC
treatment; the 2M/kg group who had previously received 1-2 biologics showed significant improvement over placebo
in each of the following categories: swollen joint counts, investigator global assessment, patient global assessment, and
patient pain scores;

e ACRT70 responses overall showed a dose-related effect after a single MPC infusion, with the greatest effect seen in the
2M/kg group who had previously received 1-2 biologics (36% vs 0% placebo);

e ACRS0 responses overall showed a dose-related effect after a single MPC infusion, with the greatest effect seen in the
2M/kg group who had previously received 1-2 biologics (55% vs 11% placebo);

e ACR20 responses were greater in both the 2M/kg and 1M/kg group who had previously received 1-2 biologics than placebo
(55% and 60%, respectively, vs 33% placebo);

e asingle MPC infusion resulted in a dose-related improvement in function, based on reduction in mean HAQ-DI levels as
early as week 4 and sustained reduction in mean HAQ-DI through 12 weeks; maximal effect was seen in the 2M/kg group
who had previously received 1-2 biologics (-0.7 vs -0.1 placebo);

e at 12 weeks, MPC treatment resulted in a dose-related increase in the number of patients achieving a minimum clinically
important improvement in physical function, defined as a reduction of at least -0.22 in the HAQ-DI; the greatest effect was
seen in the 2M/kg group who had previously received 1-2 biologics (91% vs 33% placebo);

e asingle MPC infusion resulted in a dose-related reduction in the mean DAS28 activity score relative to placebo, and in an
increase in the number of patients achieving the biologically-meaningful target of low disease activity state, defined
as DAS28-CRP <3.2.

On August 1, 2016, we announced that the 24-month results from our 100-patient, four-arm, randomized, placebo-controlled
Phase 2 trial of our chronic low back pain product candidate, MPC-06-ID, were presented at the 24" Annual Scientific Meeting of the
Spine Intervention Society and received the 2016 Best Basic Science Abstract award at the meeting.

Key trial results were:

e the procedure and treatment were well tolerated, without any significant differences in safety between cell-treated patients
and controls;

e the 6 million MPC dose, currently used in the ongoing Phase 3 trial, resulted in the greatest proportion of patients meeting
the Phase 3 primary endpoint of Overall Treatment Success (the composite of both pain and functional responder status)
through 24 months;

e asignificantly greater proportion of subjects who received 6 million MPCs achieved the pain responder criteria at both 12
and 24 months (50% pain reduction from baseline, as measured using a visual analog scale, with no intervention) than
saline-treated controls (50.0% vs 12.5%, p=0.020); pain responder criteria were met by 36.0% of patients who received 18
million MPCs and by 23% who received hyaluronic acid;

e a significantly greater proportion of subjects who received 6 million MPCs achieved the functional responder criteria at
both 12 and 24 months (15 point functional improvement from baseline, as measured by the Oswestry disability index, with
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no intervention) than saline-treated controls (46.2% vs 12.5%, p=0.042); functional responder criteria were met by 53.9% of
patients who received 18 million MPCs (p=0.01 vs saline) and by 29.4% who received hyaluronic acid;

e overall Treatment Success at 12 months was achieved by 50% of patients in the 6 million MPC group compared with 18.8%
in the saline group (p=0.056); 77% of MPC-treated patients who achieved Overall Treatment Success at 12 months
maintained this at 24 months (p=0.09 vs saline);

e overall Treatment Success at both 12 and 24 months was achieved by 38.5% of the 6 million MPC group, 34.6% of the 18
million MPC group, 17.7% of the hyaluronic acid group, and 12.5% of the saline group.

Mergers and Acquisitions

We had no mergers or acquisitions during the three months ended September 30, 2016.

Financial Overview

We have incurred significant losses since our inception. We anticipate that we may continue to incur significant losses for the
foreseeable future. There can be no assurance that we will ever achieve or maintain profitability.

We expect our future capital requirements will continue as we:

. continue the research and clinical development of our product candidates;

. initiate and advance our product candidates into larger clinical studies;

. seek to identify, assess, acquire, and/or develop other product candidates and technologies;

. seek regulatory and marketing approvals in multiple jurisdictions for our product candidates that successfully complete

clinical studies;

. establish collaborations with third parties for the development and commercialization of our product candidates, or
otherwise build and maintain a sales, marketing, and distribution infrastructure to commercialize any products for which
we may obtain marketing approval,

. further develop and implement our proprietary manufacturing processes and expand our manufacturing capabilities and
resources for commercial production;

. seek coverage and reimbursement from third-party payors, including government and private payors for future products;

. make milestone or other payments under our agreements pursuant to which we have licensed or acquired rights to
intellectual property and technology;

. seek to maintain, protect, and expand our intellectual property portfolio; and

. seek to attract and retain skilled personnel.

We expect that our research and development as well as management and administration expenses will decrease in the short
term. Subject to us achieving successful regulatory approval, we expect an increase in our total expenses driven by an increase in our
selling, general and administrative expenses as we move towards commercialization. Therefore we will need additional capital to fund
our operations, which we may raise through a combination of equity offerings, debt financings, other third-party funding, marketing
and distribution arrangements and other collaborations, strategic alliances and licensing arrangements. As described in Note 1(ii) to
our accompanying audited financial statements, a fully discretionary equity facility has been established for up to A$120 million / US
$90 million over 36 months to provide additional funds as required. We do not know when, or if, we will generate revenues from our
product sales significant enough to generate profits. We do not expect to generate significant revenue from product sales unless and
until we obtain regulatory approval of and commercialize one or more of our cell-based product candidates.

Commercialization and Milestone Revenue. Commercialization and milestone revenue relates to upfront, royalty and milestone
payments recognized under development and commercialization agreements.

In the year ended June 30, 2011, we received upfront payments of $130.0 million under a development and commercialization
agreement (“DCA”), with Cephalon, Inc., now a wholly owned subsidiary of Teva Pharmaceutical Industries Ltd (collectively
“Teva”), which allowed for Teva to obtain world-wide rights to commercialize our mesenchymal precursor cell (MPC) technology
platform for specific products in our cardiovascular portfolio. In the month of June 2016, Teva exercised a contractual right under the
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DCA to end the joint development of the lead asset in our cardiovascular portfolio, product candidate MPC-150-IM, and we regained
full world-wide rights on this product candidate.

Revenues from such non-refundable, up-front payments are initially reported as deferred revenues on the consolidated balance
sheet and are recognized in revenue as earned over the estimated development period. As the joint development of product candidate
MPC-150-IM was ended in the month of June 2016, we recognized in revenue the remaining full amount of deferred revenues during
the month of June 2016. There are no further performance obligations required of us in relation to this DCA. Prior to June 2016,
management could not readily estimate the costs required to complete the development program pursuant to the DCA and concluded
that the revenue was earned over the estimated development period of MPC-150-IM. Therefore, during the period from the initial
recognition date until June 2016, revenues from the up-front payments received were recognized on a straight line basis over the
estimated development period of this product candidate.

In the three months ended September 30, 2016, we recognized $Nil in milestone revenue. In the three months ended September
30, 2015, we recognized $3.5 million in milestone revenue from JCR Pharmaceuticals Co. Ltd. (“JCR”) for the receipt of full
regulatory approval of TEMCELL® HS Inj. in Japan, which is a substantive milestone under our agreement with JCR. This amount
was recorded in revenue as there are no further performance obligations required in regards to these items.

We commenced earning royalty income on sales of TEMCELL® HS Inj. by our licensee JCR after the product’s launch in
Japan on February 24, 2016.

Interest Revenue. Interest revenue is accrued on a time basis by reference to the principal outstanding and at the effective
interest rate applicable.

Research and Development. Research and development expenditure is recognized as an expense as incurred.

Our research and development expenses consist primarily of:

. third party costs comprising all external expenditure on our research and development programs such as fees paid to
Contract Research Organizations (“CROs”), and consultants who perform research on our behalf and under our direction,
rent and utility costs for our research and development facilities, and database analysis fees;

. product support costs consisting primarily of salaries and related overhead expenses for personnel in research and
development functions (for example wages, salaries and associated on costs such as superannuation, share-based
incentives and payroll taxes, plus travel costs and recruitment fees for new hires); and

. intellectual property support costs comprising payments to our patent attorneys to progress patent applications and all
costs of renewing of our granted patents.

Our research and development expenses are not charged to specific products or programs, since the number of clinical and
preclinical product candidates or development projects tends to vary from period to period and since internal resources are utilized
across multiple products and programs over any given period of time. As a result, our management does not maintain and evaluate
research and development costs by product or program. Acquired in-process research and development is capitalized as an asset and is
not amortized but is subject to impairment review during the development phase. Upon completion of its development, the acquired
in-process research and development amortization will commence.

Manufacturing Commercialization. Manufacturing commercialization expenditure is recognized as an expense as incurred. Our
manufacturing commercialization expenses consist primarily of:

. salaries and related overhead expenses for personnel in manufacturing functions;

. fees paid to our contract manufacturing organizations, which perform process development on our behalf and under our
direction;

. costs related to laboratory supplies used in our manufacturing development efforts; and

. costs related to share-based incentives granted to personnel in manufacturing functions.

Management and Administration. Management and administration expenses consist primarily of salaries and related costs for
employees in executive, corporate and administrative functions. Other significant management and administration expenses include
legal and professional services, rent and depreciation of leasehold improvements, insurance and information technology services.
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Fair Value Remeasurement of Contingent Consideration. Remeasurement of contingent consideration pertains to the acquisition
of assets from Osiris Therapeutics, Inc. (“Osiris”). The fair value remeasurement of contingent consideration is recognized as a result
of changes to the key assumptions of the contingent consideration valuation such as periods applicable to royalty payments,
developmental timelines, market population, market penetration and product pricing. As the net result of changes to the key
assumptions in the valuation of contingent consideration payable to Osiris on royalties from sales and on the achievement of certain
pre-determined milestones, we recognized a remeasurement gain of $0.024 million and a loss of $3.7 million for the three months
ended September 30, 2016 and 2015.

Other Operating Income and Expenses. Other operating income and expenses primarily comprise tax incentives and foreign
exchange gains and losses.

Tax incentives comprise payments from the Australian government’s Innovation Australia Research and Development Tax
Incentive Plan for research and development activities conducted in Australia in relation to our qualifying research that meets the
regulatory criteria. A refundable tax offset is available to eligible companies with an annual aggregate turnover of less than A$20.0
million. The commercialization revenue is not subject to inclusion in the determination of the annual aggregate turnover measure.
Eligible companies can receive a refundable tax offset for a percentage of their research and development spending. For the three
months ended September 30, 2016 and 2015, the rate of the refundable tax offset is 43.5% and 45%, respectively. We recognized
income of $0.5 million and $1.1 million, respectively, from research and development tax incentives in the three months ended
September 30, 2016 and 2015.

Foreign exchange gains and losses relate to unrealized foreign exchange gains and losses on our U.S. dollar deposits plus
realized gains and losses on any foreign currency payments to our suppliers due to movements in exchange rates. We recognized $Nil
million foreign exchange losses in the three months ended September 30, 2016 and a foreign exchange loss of $0.3 million in the three
months ended September 30, 2015.

Finance Costs. Finance costs relate to the unwinding of contingent consideration items pertaining to the Mesenchymal Stem
Cells (“MSC”) assets of Osiris. We did not have any borrowings outstanding as of September 30, 2016 and 2015.
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Results of Operations:
Comparison of Our Results for the Three Months Ended September 30, 2016 with the Three Months Ended September 30, 2015

The following table summarizes our results of operations for the three months ended September 30, 2016 and 2015, together
with the changes in those items in dollars and as a percentage.

Three months ended

September 30,

(in thousands except per share information) 2016 2015 $ Change % Change
Consolidated Income Statement Data:
Revenue:

Commercialization revenue $ 218 § 3,751 (3,533) (94%)

Milestone revenue — 3,500 (3,500) (100%)

Interest revenue 177 262 (85) (32%)

Total revenue 395 7,513 (7,118) (95%)
Research & development (14,004) (11,089) (2,915) 26%
Manufacturing commercialization (3,295) (6,203) 2,908 (47%)
Management and administration (5,459) (5,535) 76 (1%)
Fair value remeasurement of contingent consideration 24 3,729 (3,705) (99%)
Other operating income and expenses 473 849 (376) (44%)
Finance costs (1,037) (2,424) 1,387 (57%)
Loss before income tax (22,903) (13,160) (9,743) 74%
Income tax benefit/(expense) 3,105 — 3,105 NM
Loss attributable to the owners of Mesoblast Limited $ (19,798) $ (13,160) (6,638) 50%
Losses per share from continuing operations attributable
to the ordinary equity holders of the Group: Cents Cents Cents change % Change

Basic - losses per share (5.24) (3.94) (1.29) 33%
Diluted - losses per share (5.24) (3.94) (1.29) 33%

* NM = not meaningful.

Revenue

Revenues were $7.5 million for the three months ended September 30, 2015, compared with $0.4 million for the three months
ended September 30, 2016, a decrease of $7.1 million. The following table shows the movement within revenues for the three months
ended September 30, 2016 and 2015, together with the changes in those items.

Three months ended

September 30,
(in thousands) 2016 2015 $ Change % Change
Revenue:
Commercialization revenue $ 218§ 3,751 (3,533) (94%)
Milestone revenue — 3,500 (3,500) (100%)
Interest revenue 177 262 (85) (32%)
Revenue $ 395 § 7,513 (7,118) (95%)

Commercialization revenue was $0.2 million in the three months ended September 30, 2016, a decrease of $3.5 million
compared with $3.8 million in the three months ended September 30, 2015. The $3.5 million decrease in commercialization revenue is
primarily due to the recognition of $3.8 million of revenue for the three months ended September 30, 2015, being the amortization of
the initial up-front payments of $130.0 million received under the DCA with Teva over our initial estimated development program
term, compared to $Nil in the three months ended September 30, 2016 as we had fully recognized the remaining deferred revenue
amounts relating to the $130.0 million upfront payment in June 2016. This decrease of commercialization revenue in the three months
ended September 30, 2016 was offset by an increase of $0.2 million relating to royalty income earned on sales of TEMCELL= HS Inj.
in Japan since the launch of the product on February 24, 2016 by our licensee JCR, compared to $Nil for the three months ended
September 30, 2015.
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We recognized $3.5 million in milestone revenue in the three months ended September 30, 2015 upon our licensee, JCR,
receiving full regulatory approval of MSC product TEMCELL: HS Inj. in Japan, which is a substantive milestone under our
agreement with JCR. There was no milestone revenue recognized in the three months ended September 30, 2016.

The $0.1 million decrease in interest revenue in the three months ended September 30, 2016 compared with the three months
ended September 30, 2015 was primarily driven by us retaining a higher proportion of cash reserves in US$ instead of with AS$ in the
three months ended September 30, 2016, when compared with the three months ended September 30, 2015. This change in cash
reserve holdings decreased revenue as yields on US$ cash deposits are lower than yields on A$ cash deposits. We increased the
proportion of cash reserves held in US$ to reduce currency risk. Currency risk is minimized by ensuring the proportion of cash
reserves held in each currency matches the expected rate of spend of each currency.

Research and development

Research and development expenses were $14.0 million in the three months ended September 30, 2016, compared with $11.1
million in the three months ended September 30, 2015, an increase of $2.9 million. The $2.9 million net increase in research and
development expenses primarily reflects an increase in expenditures on our Tier 1 products which were offset by a reduction in
product support costs as management reduced costs in line with our corporate strategy.

Three months ended

September 30,
(in thousands) 2016 2015 $ Change % Change
Research and development:
Third party costs $ 8,745 $ 4,160 4,585 110%
Product support costs 4,532 6,403 (1,871) (29%)
Intellectual property support costs 727 526 201 38%
Research and development $ 14,004 $ 11,089 2,915 26%

Third party costs, which consist of all external expenditure on our research and development programs, increased by $4.6
million in the three months ended September 30, 2016 compared with the three months ended September 30, 2015.

Within this $4.6 million increase, there was a $3.8 million increase in third party costs for the advancement of our Tier 1
products due to clinical advancement during the period for the three months ended September 30, 2016 compared with the three
months ended September 30, 2015, primarily due to the increased costs on our clinical program for MPC-150-IM (Class II-IV
Congestive Heart Falure) as we regained full world-wide rights from Teva on this product candidate in the month of June 2016 and
consequentially we were responsible for all research and development expenditure incurred on this product candidate in the three
months ended September 30, 2016 whereas Teva was responsible for research and development expenses in the three months ended
September 30, 2015. In the three months ended September 30, 2016, we also incurred costs on our MPC-06-ID (Chronic Low Back
Pain), MSC-100-1V (acute Graft versus Host Disease), and MPC-300-1V (inflammatory conditions) Tier 1 products. In addition to the
increase in Tier 1 third party costs, there was also a $0.8 million increase in Tier 2 third party costs for our Tier 2 and pipeline
products for the three months ended September 30, 2016, compared with the three months ended September 30, 2015.

Product support costs, which consist primarily of salaries and related overhead expenses for personnel in research and
development functions, have decreased by $1.9 million for the three months ended September 30, 2016 compared with the three
months ended September 30, 2015. In the three months ended September 30, 2016, operational streamlining initiatives took place
resulting in full time equivalents reducing by 21.9 from 77.3 for the three months ended September 30, 2015 to 55.4 for the three
months ended September 30, 2016. This lead to a cost savings of $1.2 million in salaries, $0.1 million in share based payments, $0.3
million in consultancy expenses and $0.3 million in travel and recruitment expenses for the three months ended September 30, 2016
compared to the three months ended September 30, 2015.

Also included in research and development expenses are intellectual property support costs, which consist of payments to our
patent attorneys to progress patent applications and all costs of renewing our granted patents. These costs increased by $0.2 million in
the three months ended September 30, 2016 compared with the three months ended September 30, 2015 due to increased activities
across our entire patent portfolio.
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Manufacturing commercialization

Manufacturing commercialization expenses, which consist of fees paid to our contract manufacturing organizations and
laboratory supplies used in the manufacturing commercialization of our MPC and MSC based products, decreased by $2.9 million in
the three months ended September 30, 2016 compared to the three months ended September 30, 2015 primarily due to a decrease in
the number of production runs completed in the three months ended September 30, 2016 compared to the three months ended
September 30, 2015 due to the clinical supply demands of our Tier 1 products for MSC based products being met and a credit for
MSC based product expenditure incurred in prior years.

Three months ended

September 30,
(in thousands) 2016 2015 $ Change % Change
Manufacturing commercialization:
MSC platform technology $ (715) $ 4,542 (5,257) (116%)
MPC platform technology 3,455 794 2,661 NM
Manufacturing support costs 555 867 (312) (36%)
Manufacturing commercialization $ 3,295 $ 6,203 (2,908) 47%)

* NM = not meaningful.

The MSC-based manufacturing commercialization expenses decreased by $5.3 million in the three months ended September 30,
2016 compared to the three months ended September 30, 2015. $4.1 million of this decrease was a result of no MSC-based production
being undertaken in the three months ended September 30, 2016 whereas 100% of production runs in the three months ended
September 30, 2015 were for MSC-based clinical supply. The remaining decrease of $1.2 million relates to a credit received in the
three months ended September 30, 2016 for MSC-based product expenditure incurred in prior years.

The MPC-based manufacturing commercialization expenses increased by $2.7 million in the three months ended September 30,
2016 compared to the three months ended September 30, 2015 as 100% of the production runs were for MPC-based clinical supply in
the three months ended September 30, 2016 whereas no MPC-based production was undertaken in the three months ended September
30, 2015. The balance of expenditure incurred in both the three month periods ended September 30, 2016 and 2015 was for process
development activities.

Manufacturing support costs, which consist primarily of salaries and related overhead expenses for personnel in manufacturing
commercialization functions, decreased by $0.3 million from $0.9 million for the three months ended September 30, 2015 to $0.6
million for the three months ended September 30, 2016. Full time equivalents remained relatively consistent for the three months
ended September 30, 2016 compared to the three months ended September 30, 2015, decreasing by 0.2 from 10.2 for the three months
ended September 30, 2015 to 10.0 for the three months ended September 30, 2016. There was a decrease in manufacturing support
expenses, primarily due to a cost savings of $0.2 million that was realized in share based payments resulting from the attrition of staff.
Manufacturing support costs also benefited by a decrease of $0.1 million in consulting and travel expenditure due to management’s
cost reduction efforts.

Management and administration

Management and administration expenses remained relatively consistent with $5.4 million recognized for the three months
ended September 30, 2016, compared with $5.5 million for the three months ended September 30, 2015, remaining relatively
consistent with a decrease of $0.1 million. This decrease was primarily due to a reduction in labor and associated expenses, and legal
and professional fees offset by corporate overhead increases for insurance costs and unfavorable exchange rate fluctuations as the A$
strengthened against the US$ given that the majority of management and administration expenses are incurred in A$ by our
headquarter office located in Australia.

Three months ended

September 30,
(in thousands) 2016 2015 $ Change % Change
Management and administration:
Labor and associated expenses $ 2,576  $ 2,736 (160) (6%)
Corporate overheads 2,352 2,160 192 9%
Legal and professional fees 531 639 (108) (17%)
Management and administration $ 5459 $ 5,535 (76) (1%)
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Labor and associated expenses decreased by $0.2 million from $2.7 million for the three months ended September 30, 2015 to
$2.5 million for the three months ended September 30, 2016. Within this $0.2 million decrease is a reduction of $0.2 million in
consultancy expenses due to management’s cost reduction efforts and other associated expenses decreased by $0.1 million. This
decrease was offset by an increase of $0.1 million due to an increase of the valuation of share based payments resulting from changes
in the key assumptions such as share price and risk free rate. Labor and associated expenses also experienced unfavorable exchange
rate fluctuations of $0.1 million as described above. The full time equivalents remained consistent for the three months ended
September 30, 2016 with no change from 22.7 for the three months ended September 2015.

Corporate overhead expenses increased by $0.2 million from $2.2 million for the three months ended September 30, 2015 to
$2.4 million due to increased insurance costs.

Legal and professional fees decreased by $0.1 million from $0.6 million for the three months ended September 30, 2015 to $0.5
million for the three months ended September 30, 2016 due to reductions on intellectual property management and associated legal,
taxation and accounting compliance advice.

Fair value remeasurement of contingent consideration

Fair value remeasurement of contingent consideration was $0.024 million for the three months ended September 30, 2016
compared with a $3.7 million gain for the three months ended September 30, 2015, a decrease of $3.7 million. The $0.024 million of
remeasurement in the three months ended September 30, 2016 is due to a revaluation of the estimated royalties, compared to $Nil for
the three months ended September 30, 2015. The $3.7 million gain recognized in the three months ended September 30, 2015 is due to
the remeasurement of contingent consideration pertaining to the acquisition of assets from Osiris. This gain is as a result of changes to
the key assumptions of the contingent consideration valuation such as product pricing, market population and developmental
timelines. The net result of changes to the key assumptions was a decrease in the valuation of contingent consideration payable to
Osiris on royalties from sales and on the achievement of certain pre-determined milestones.

Other operating income and expenses

Other operating income and expenses were $0.5 million for the three months ended September 30, 2016, compared with $0.8
million for the three months ended September 30, 2015, a decrease of $0.3 million. The following table shows movements within
other operating income and expenses for the three months ended September 30, 2016 and 2015, together with the changes in those
items:

Three months ended

September 30,
(in thousands) 2016 2015 $ Change % Change
Other operating income and expenses:
Research and development tax incentive income $ 482§ 1,106 (624) (56%)
Foreign exchange (losses)/gains (net) 9) (257) 248 (96%)
Other operating income and expenses $ 473 § 849 (376) (44%)

Research and development tax incentive income decreased by $0.6 million from $1.1 million for the three months ended
September 30, 2015 to $0.5 million for the three months ended September 30, 2016. We have recognized incentive income pertaining
to the eligible expenditure undertaken in each of these periods. At each period end, management estimates the refundable tax
incentive available to us based on available information at the time. We employ independent tax specialists to review, on an annual
basis, the quantum of our previous research and development tax claim and our on-going eligibility to claim the research and
development tax incentive in Australia.

Of the $0.5 million and $1.1 million research and development tax incentive recorded in other income for the three months
ended September 30, 2016 and 2015, respectively, there was no change in the original estimate of the research and development tax
incentive income we estimated we would receive from the Australian government for the years ended June 30, 2016 and 2015,
respectively.

We are subject to foreign exchange gains and losses on foreign currency cash balances, creditors and debtors and these balances

are minimal and therefore in the three months ended September 30, 2016 and 2015, only minor foreign exchange losses have been
recognized.
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Finance costs

Finance costs decreased by $1.4 million from $2.4 million for the three months ended September 30, 2015 to $1.0 million for
the three months ended September 30, 2016. The finance costs for both the three months ended September 30, 2016 and 2015
represent the unwinding of the risk adjusted discount as the time period shortens between the valuation date and the potential
settlement dates of contingent consideration of the acquired MSC assets of Osiris. With respect to future milestone payments,
contingent consideration will be payable in cash or shares at our discretion. With respect to commercialization, product royalties will
be payable in cash which will be funded from the profits generated. The decrease of $1.4 million is driven by a reduction in the
valuation of contingent consideration at September 30, 2016 compared to September 30, 2015.

Loss after income tax

Three months ended

September 30,
(in thousands) 2016 2015 $ Change % Change
Loss before income tax $ (22,903) $ (13,160) (9,743) 74%
Income tax benefit/(expense) 3,105 — 3,105 NM
Loss after income tax $ (19,798) $ (13,160) (6,638) 50%

* NM = not meaningful.

Loss before income tax was $22.9 million for the three months ended September 30, 2016 compared with $13.2 million for the
three months ended September 30, 2015, a decrease of $9.7 million. This decrease is the net effect of the changes in revenues and
expenses which have been fully discussed above.

A non-cash income tax benefit of $3.1 million was recognized in the three months ended September 30, 2016, compared with
$Nil for the three months ended September 30, 2015.

Following our strategic review in June 2016 and the resulting operational streamlining, we recognized deferred tax assets for
operating tax losses and deductible temporary differences in the jurisdictions where there are offsetting taxable temporary differences
(deferred tax liabilities). Prior to this strategic review, we were in the process of consolidating certain intellectual property assets and
consequently taxable temporary differences were not available to offset deferred tax assets in the same jurisdiction.

Deferred tax assets are recognized for unused tax losses to the extent that it is probable that future taxable profit will be
available against which the unused tax losses can be utilized. Deferred tax assets are offset against taxable temporary differences
(deferred tax liabilities) when the deferred tax balances relate to the same tax jurisdiction in accordance with our accounting policy.

As of September 30, 2016 and June 30, 2016, our cumulative operating losses have a total potential tax benefit of $87.6 million
and $84.7 million at local tax rates (excluding other temporary differences), respectively, which may be available for us once we are in
a taxable profit position. These losses were incurred in different jurisdictions and can only be offset against profits earned in the
relevant jurisdiction. Further, in order to use these tax losses it is necessary to satisfy certain tests and, as a result, we cannot assure
you that the tax losses will be available to offset profits if and when we earn them.

Liquidity and Capital Resources
Sources of liquidity

We have incurred losses from operations since our inception in 2004 and as of September 30, 2016, we had an accumulated
deficit of $287.9 million. We had cash and cash equivalents of $60.4 million as of September 30, 2016 and incurred net cash outflows
from operations of $20.8 million for the three months then ended.

For the year ended June 30, 2017, we have committed to partnering one or more of our four key Tier 1 programs resulting in
non-dilutive funding for operations. We are also continuing to work on various cost containment and deferment strategies, including
the reprioritization of projects and operational streamlining. A fully discretionary equity facility has been established for up to
A$120.0 million / US$90.0 million over 36 months to provide additional funds as required. We may consider issuing new capital to
fund future operational requirements.

There is uncertainty related to our ability to partner programs and raise capital at terms meeting our timing and pricing
requirements. Additionally, there is uncertainty related to our ability to sustainably implement planned cost reductions and defer
programs on a timely basis while achieving expected outcomes.
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The continuing viability of us and our ability to continue as a going concern and meet our debts and commitments as they fall
due are dependent upon either entering into an arrangement with a third party partner on one or more of our four key Tier 1 programs
that would result in non-dilutive funding, or raising further capital, together with various cost containment and deferment strategies
being completed including the reprioritization of certain projects and operational streamlining.

Management and the directors believe that we will be successful in the above matters and, accordingly, have prepared the
financial report on a going concern basis, notwithstanding that there is a material uncertainty that may cast significant doubt on our
ability to continue as a going concern and that we may be unable to realize our assets and liabilities in the normal course of business.

References to matters that may cast significant doubt about our ability to continue as a going concern also raise substantial doubt
as contemplated by the Public Company Accounting Oversight Board (“PCAOB”) standards. For our audited financial statements, see
“Item 18 Financial Statements” included in our Form 20-F.

Cash flows
Three months ended
September 30,

(in thousands) 2016 2015 $ Change % Change
Cash Flow Data:

Net cash (outflows) in operating activities $ (20,827) $§ (28,067) 7,240 (26%)
Net cash (outflows) in investing activities (290) (1,507) 1,217 (81%)
Net cash inflows in financing activities (55) 169 (224) (133%)
Net (decrease) in cash and cash equivalents $ (21,172) § (29,405) 8,233 (28%)

Net cash outflows in operating activities

Net cash outflows for operating activities were $20.8 million for the three months ended September 30, 2016, compared with
$28.1 million for the three months ended September 30, 2015, a decrease of $7.2 million. Outflows decreased by $6.9 million due to
operational streamlining efforts that reduced full time equivalents and salary and other associated costs and a decrease in payments to
suppliers in relation to research and development costs. This was offset by interest receipts which reduced by $0.1 million as we held a
higher proportion of cash reserves in US$ compared with A$ in the three months ended September 30, 2016, when compared with the
three months ended September 30, 2015. Inflows from commercialization payments received increased by $0.4 million for royalty
income earned on sales of TEMCELL® HS Inj. in Japan during the three months ended September 30, 2016.

Net cash outflows in investing activities

Net cash outflows for investing activities were $0.3 million for the three months ended September 30, 2016, compared with $1.5
million for the three months ended September 30, 2015, a decrease of $1.2 million. This decrease was primarily due to a $0.8 million
reduction in payments for investments, a decrease of $0.2 million for payments for licenses and a decrease of $0.2 million related to
lower payments for fixed assets, such as plant and equipment for our clinical trials as well as office and computer equipment for our
staff in the three months ended September 30, 2016.

Net cash inflows in financing activities

Net cash outflows for financing activities were $0.1 million for the three months ended September 30, 2016, compared with
cash inflows for financing activities of $0.1 million for the three months ended September 30, 2015, a decrease of $0.2 million. This
decrease was due to $0.1 million decrease in receipts from employee share option exercises and an increase of $0.1 million for share
issue costs in the three months ended September 30, 2016.

Operating Capital Requirements

To date, revenues have not been significant. We do not know when, or if, we will generate revenues from our product sales
significant enough to generate profits. We do not expect to generate significant revenue from product sales unless and until we obtain
regulatory approval of and commercialize more of our cell-based product candidates. We anticipate that we will continue to incur
losses for the foreseeable future, and we expect the losses to increase as we continue the development of, and seek regulatory
approvals for, our cell-based product candidates, and begin to commercialize any approved products either directly ourselves or
through a collaborator or partner. We are subject to all of the risks incident in the development of new cell-based products, and we
may encounter unforeseen expenses, difficulties, complications, delays and other unknown factors that may adversely affect our
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business. We expect to incur additional costs associated with operating as a U.S. public company. We anticipate that we will need
substantial additional funding in connection with our continuing operations.

We expect that our research and development as well as management and administration expenses will decrease in the short
term. Subject to us achieving successful regulatory approval we expect an increase in our total expenses driven by an increase in our
selling, general and administrative expenses as we move towards commercialization. Therefore we will need additional capital to fund
our operations, which we may raise through a combination of equity offerings, debt financings, other third-party funding, marketing
and distribution arrangements and other collaborations, strategic alliances and licensing arrangements.

Additional capital may not be available on reasonable terms, if at all. If we are unable to raise additional capital in sufficient
amounts or on terms acceptable to us, we may have to significantly delay, scale back or discontinue the development or
commercialization of one or more of our product candidates. If we raise additional funds through the issuance of additional debt or
equity securities, it could result in dilution to our existing shareholders, increased fixed payment obligations and the existence of
securities with rights that may be senior to those of our ordinary shares. If we incur indebtedness, we could become subject to
covenants that would restrict our operations and potentially impair our competitiveness, such as limitations on our ability to incur
additional debt, limitations on our ability to acquire, sell or license intellectual property rights and other operating restrictions that
could adversely impact our ability to conduct our business. Any of these events could significantly harm our business, financial
condition and prospects.

Contractual Obligations and Commitments
Lease and sub-lease commitments

We lease various offices under non-cancellable operating leases expiring within 1 to 5 years. The leases have varying terms,
escalation clauses and renewal rights. On renewal, the terms of the leases are renegotiated. Excess office space is sub-let to a third
party also under a non-cancellable operating lease. There have been no material updates to our lease commitments disclosure included
in our Form 20-F.

Contingent liabilities

We will be required to make a milestone payment to Central Adelaide Local Health Network Incorporated, or CALHNI, of
$0.25 million on completion of each Phase 3 (human) clinical trial and $0.35 million on each United States Food and Drug
Administration (“FDA”) marketing approval for products in the orthopedic field. We will pay CALHNI a commercial arm’s length
royalty based on net sales by us of licensed products in the orthopedic field each quarter.

We may also be required to pay consideration to CALHNI upon successful completion of subsequent clinical milestones in
fields other than orthopedic.

We have entered into a number of agreements with other third parties pertaining to intellectual property. Contingent liabilities
may arise in the future if certain events or developments occur in relation to these agreements. As of September 30, 2016 we have
assessed these contingent liabilities to be remote.

Capital commitments

We did not have any commitments for future capital expenditure outstanding as of September 30, 2016.

Off-Balance Sheet Arrangements

We did not have during the periods presented, and we do not currently have, any off-balance sheet arrangements, other than
operating leases as mentioned above, as defined under SEC rules.

Certain Differences Between IFRS and GAAP

IFRS differs from GAAP in certain respects. Management has not assessed the materiality of differences between IFRS and
GAAP. Our significant accounting policies are described in Note 21 to our consolidated financial statements and the related notes
thereto included in our Form 20-F.
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Quantitative and Qualitative Disclosure About Market Risk

The following sections provide quantitative information on our exposure to interest rate risk, share price risk, and foreign
currency exchange risk. We make use of sensitivity analyses which are inherently limited in estimating actual losses in fair value that
can occur from changes in market conditions.

Interest rate risk

We are not exposed to typical interest rate risk, which is the impact of interest rates on the cost of servicing and repaying debt.
Our exposure to interest rate arises through movements in regards to interest income we earn on our deposits. The interest income
derived from these balances can fluctuate due to interest rate changes. This interest rate risk is managed by spreading the maturity date
of our deposits across various periods. Our strategy of entering into new deposits as old deposits mature and reinvesting surplus funds
ensures that we spread the timing of new deposits which assists us to achieve the average interest rates available in the market
throughout the year. We also ensure that sufficient funds are available, in at-call accounts, to meet our cash flow requirements.

Foreign currency exchange risk

We have foreign currency amounts owing primarily in our Australian parent entity, whose functional currency is the AS$,
relating to clinical, regulatory and overhead activities. These foreign currency balances give rise to a currency risk, which is the risk
of the exchange rate moving, in either direction, and the impact it may have on our financial performance.

We manage the currency risk by evaluating levels to hold in each currency by assessing our future activities which will likely be
incurred in those currencies.

Critical Accounting Policies and Estimates

Our management’s discussion and analysis of our financial condition and results of operations is based on our consolidated
financial statements, which we have prepared in accordance with IFRS. The preparation of these consolidated financial statements
requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent
assets and liabilities at the date of the financial statements, as well as the reported revenues and expenses during the reporting periods.
We evaluate these estimates and judgments on an ongoing basis. We base our estimates on historical experience and on various other
factors that we believe are reasonable under the circumstances, the results of which form the basis for making judgments about the
carrying value of assets and liabilities that are not readily apparent from other sources. Our actual results may differ from these
estimates under different assumptions or conditions.

While our significant accounting policies are more fully described in our consolidated financial statements included in our Form
20-F, we believe that the following accounting policies are the most critical for fully understanding and evaluating our financial
condition and results of operations.

Revenue Recognition

Revenues comprise the fair value of the consideration received or receivable.

Commercialization and milestone revenue

Commercialization and milestone revenue generally includes non-refundable up-front license and collaboration fees; milestone
payments, the receipt of which is dependent upon the achievement of certain clinical, regulatory or commercial milestones; as well as
royalties on product sales of licensed products, if and when such product sales occur; and revenue from the supply of products.

Where such arrangements can be divided into separately identifiable components (each component constituting a separate
earnings process), the arrangement consideration is allocated to the different components based on their relative fair values and
recognized over the respective performance period in accordance with IAS 18 Revenue. Where the components of the arrangement
cannot be divided into separate units, the individual deliverables are combined as a single unit of accounting and the total arrangement
consideration is recognized over the estimated collaboration period. Such analysis requires considerable estimates and judgments to be
made by us, including the relative fair values of the various elements included in such agreements and the estimated length of the
respective performance periods.

Amounts received prior to satisfying the revenue recognition criteria are recorded as deferred revenue in our consolidated
balance sheets. Amounts expected to be recognized as revenue within the 12 months following the balance sheet date are classified as
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deferred revenue, within current liabilities. Amounts not expected to be recognized as revenue within the 12 months following the
balance sheet date are classified as deferred revenue, within non-current liabilities.

Cephalon arrangement

In December 2010, we entered into a development and commercialization agreement (“DCA”), with Cephalon, Inc., now a
wholly-owned subsidiary of Teva, which allowed for Teva to obtain world-wide rights to commercialize specific products based on
our proprietary adult stem cell technology platform. As part of the DCA, we received $130.0 million as a non-refundable up-front
payment. In the month of June 2016, Teva exercised a contractual right under the DCA to end the joint development of the lead asset
in our cardiovascular portfolio, product candidate MPC-150-IM, and we regained full world-wide rights on this product candidate.

As the joint development of product candidate MPC-150-IM was ended in the month of June 2016, we brought the remaining
full amounts of deferred revenues to account. During the period from the initial recognition date until June 2016, the revenue was
being recognized on a straight line basis over the estimated development period of product candidate, MPC-150-IM. For the three
months ended September 30, 2015, we recognized $3.8 million of revenue, being the amortization of the initial payment over the
estimated development program term. The recognition of commercialization revenue relating to the deferred revenue amounts in the
three months ended September 30, 2015 had no impact to cash flows as the cash receipt pertaining to this revenue recognized was
received in the year ended June 30, 2011. Our policy of reviewing the estimated development program term was on a quarterly basis.

JCR arrangement

In October 2013, we acquired all of Osiris’ culture-expanded, MSC-based assets. These assets included assumption of a
collaboration agreement with JCR, a research and development oriented pharmaceutical company in Japan. Revenue recognized under
this model is limited to the amount of cash received or for which we are entitled, as JCR has the right to terminate the agreement at
any time.

Under the JCR Agreement, JCR is responsible for all development and manufacturing costs including sales and marketing
expenses. Under the JCR Agreement, JCR has the right to develop our MSCs in two fields for the Japanese market: exclusive in
conjunction with the treatment of hematological malignancies by the use of hematopoietic stem cells derived from peripheral blood,
cord blood or bone marrow, or the First JCR Field; and non-exclusive for developing assays that use liver cells for non-clinical drug
screening and evaluation, or the Second JCR Field. With respect to the First JCR Field, we are entitled to payments when JCR reaches
certain development and commercial milestones and to escalating double-digit royalties. These royalties are subject to possible
renegotiation downward in the event of competition from non-infringing products in Japan. With respect to the Second JCR Field, we
are entitled to a double digit profit share. Royalty revenue is recognized upon the sale of the related products provided we have no
remaining performance obligations under the arrangement.

In the three months ended September 30, 2016, we recognized $0.3 million in commercialization revenue relating to royalty
income earned on sales of TEMCELL® HS Inj. in Japan since the launch of the product on February 24, 2016, by our licensee JCR,
compared to $Nil for the three months ended September 30, 2015. This amount was recorded in revenue as there are no further
performance obligations required in regards to this item.

In the three months ended September 30, 2015, we recognized $3.5 million in milestone revenue from JCR for the receipt of full
regulatory approval of TEMCELL® HS Inj. in Japan, which is a substantive milestone under our agreement with JCR, compared to
$Nil in milestone revenue recognized in the three months ended September 30, 2016. This amount was recorded in revenue as there
are no further performance obligations required in regards to these milestones.

Government grant income

Revenue from government grants is recognized in the consolidated income statement on a systematic basis over the periods in
which the entity recognizes as expense the related costs for which the grants are intended to compensate in accordance with IAS 20
Accounting for Government Grants and Disclosure of Government Assistance.

The Australian government allows a refundable tax offset to eligible companies with an annual aggregate turnover of less than
A$20.0 million. Eligible companies can receive a refundable tax offset for a percentage of their research and development spending at
the rate of 45% for periods prior to June 30, 2016 and an expected rate of 43.5% for periods from July 1, 2016. We have assessed our
research and development activities and expenditure to determine which of these spending are likely to be eligible under the incentive
scheme. At each period end, we estimate and recognize the refundable tax offset available to us based on available information at the
time.
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The receivable for reimbursable amounts that have not been collected is reflected in trade and other receivables on our
consolidated balance sheets.

Goodwill

We have recognized goodwill as a result of two separate acquisitions. Goodwill of $118.4 million was recognized on acquisition
of Angioblast Systems Inc. in 2010, $13.9 million was recognized on the acquisition of assets from Osiris in 2013 and $2.1 million
was recognized on finalization of the MSC business combination of Osiris in 2015. In all cases the goodwill recognized represented
excess in the purchase price over the net identifiable assets and in-process research and development acquired in the transaction. We
have a single operating unit and all goodwill has been allocated to that unit.

The goodwill resulting from these acquisitions is tested for impairment in accordance with IAS 36 Impairment of Assets which
requires testing be performed at any time during an annual period, provided the test is performed at the same time every year. We test
for impairment annually on May 31. Additionally, assets must be tested for impairment if there is an indication that an asset may be
impaired. The recoverable amounts of our assets and cash-generating units have been determined based on fair value less costs to sell
calculations, which require the use of certain assumptions. See Note 6 of our consolidated financial statements and the related note
thereto included in our Form 20-F for more information regarding the assumptions used in determining the fair value less costs to sell.

In-process research and development

IFRS requires that acquired in-process research and development be measured at fair value and carried as an indefinite life
intangible asset subject to impairment reviews. We have recognized in-process research and development as a result of two separate
acquisitions. In-process research and development of $387.0 million was recognized on the acquisition of Angioblast Systems Inc. in
2010 and $126.7 million was recognized on the acquisition of assets from Osiris in 2013 and $24.0 million was reclassified to current
marketed products upon the TEMCELL® HS Inj. asset becoming available for use in Japan. In 2016, we fully impaired $61.9 million
of in-process research and development relating to our product candidates, MPC-MICRO-IO for the treatment of age-related macular
degeneration and MPC-CBE for the expansion of hematopoietic stem cells within cord blood, as we have suspended further patient
enrolment of the Phase Ila MPC-MICRO-IO clinical trial and the Phase IIIl MPC-CBE clinical trial as we prioritize the funding of our
Tier 1 product candidates. The remaining carrying amount of in-process research and development as at September 30, 2016 was
$427.8 million. We still believe these product candidates remain viable upon further funding, or partnership, and accordingly these
products should not be regarded as abandoned, where typically, abandoned programs would be closed down and the related research
and development efforts are considered impaired and the asset is fully expensed.

All in-process research and development recognized on our balance sheet is a result of a business acquisition and is considered
to be an indefinite life intangible asset on the basis that it is incomplete and cannot be used in its current form. Indefinite life
intangible assets are not amortized but rather are tested for impairment annually at May 31 of each year in accordance with IAS 36
Impairment of Assets which requires testing annually, or whenever there is an indication that an asset may be impaired.

In-process research and development will continue to be tested for impairment until the related research and development efforts
are either completed or abandoned. At the time of completion, when the asset becomes available for use, all costs recognized in in-
process research and development that related to the completed asset are transferred to the intangible asset category, current marketed
products, at the asset’s historical cost.

Current marketed products

Current marketed products contain products that are currently being marketed. The assets are recognized on our balance sheet
as a result of business acquisitions or reclassifications from in-process research and development upon completion. Upon completion,
when assets become available for use, assets are reclassified from in-process research and development to current marketed products
at the historical value that they were recognized at within the in-process research and development category.

Upon reclassification to the current market products category, management determines the remaining useful life of the
intangible assets and amortizes them from the date they become available for use. In order for management to determine the remaining
useful life of the asset, management would consider the expected flow of future economic benefits to the entity with reference to the
product life cycle, competitive landscape, obsolescence, market demand, any remaining patent useful life and any other relevant
factors.
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Management has chosen to amortize all intangible assets with a finite useful life on a straight-line basis over the useful life of
the asset. Current marketed products are tested for impairment in accordance with IAS 36 Impairment of Assets which requires
testing whenever there is an indication that an asset may be impaired.

We have reclassified $24.0 million from in-process research and development to current marketed products upon the
TEMCELL® HS Inj. asset becoming available for use in Japan.

Impairment of assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment or more frequently if events or changes in circumstances indicate that they might be impaired. Other assets are tested for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.

We impair assets in accordance with IAS 36 Impairment of Assets. IAS 36 Impairment of Assets outlines that an impairment
loss must be recognized if an asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and its value in use. For the purposes of assessing impairment, assets are grouped at the lowest
levels for which there are separately identifiable cash inflows which are largely independent of the cash inflows from other assets or
groups of assets (cash-generating units). The recoverable amounts of our assets and cash-generating units have been determined based
on fair value less costs to sell calculations, which require the use of certain assumptions. See Note 6 of our consolidated financial
statements and the related note thereto included in our Form 20-F for more information regarding the assumptions used in determining
the fair value less costs to sell.

Management maintains internal valuations of each asset annually (or more frequently should indicators of impairment be
identified) and valuations from independent experts are requested periodically, within every three year period. The internal valuations
are continually reviewed by management and consideration is given as to whether there are indicators of impairment which would
warrant impairment testing.

As a consequence of the June 2016 strategic review we recognized non-cash impairment charges of $61.9 million in 2016
relating to our product candidates, MPC-MICRO-IO for the treatment of age-related macular degeneration and MPC-CBE for the
expansion of hematopoietic stem cells within cord blood. As of June 30, 2016 we had completed the Phase Ila MPC-MICRO-10
clinical trial and MPC-CBE was in a Phase III clinical trial. In June 2016, we suspended further patient enrolment of both programs as
we prioritized the funding of our Tier 1 product candidates. Existing and future cash resources will be deployed on delivery of Tier 1
product candidates for the foreseeable future and therefore we are unable to ascertain when MPC-MICRO-IO and MPC-CBE patient
enrolment will be restarted. Accordingly impairment losses for the full carrying amounts of the intangible assets relating to product
candidates MPC-MICRO-IO and MPC-CBE were recognized in June 2016 in line with our accounting policy. These product
candidates will remain technically viable and available to consider for future resource allocation and on this basis we have not
abandoned the programs. The decision to impair the assets was required given resources have not been allocated to continue the
development and commercialization efforts of these assets for the foreseeable future. This accounting charge was non-cash and has
not impacted our liquidity or cash flows from our operating activities.

Excluding the abovementioned impairment charges, the recoverable amount of our cash generating unit, including goodwill and
in-process research and development, exceeded the carrying amounts in the impairment testing completed and therefore no
impairment charges were recorded.

Investments and other financial assets

We invest our cash in term deposits and other similar low risk products. We classify investments as either a cash equivalent or a
short-term investment in accordance with IAS 7 Statement of Cash Flows. For a deposit to be classified as a cash equivalent it should
be held for the purpose of meeting short-term cash commitments rather than for investment or other purposes and IAS 7 outlines that:

. It must be readily convertible to a known amount of cash (qualifies when it has a short maturity, of say, 3 months or less
from the date of acquisition); and

. It must be subject to insignificant risk of change of value.
We review the terms and conditions of each deposit to determine if it is a cash equivalent in accordance with IAS 7.
Deposits with maturity dates between 3 months and 12 months are classified as short term investments. The carrying amount of

short-term investments approximates fair value due to the short maturities of these instruments, and there are no unrealized gains or
losses associated with these instruments. Fair value is the price that would be received to sell an asset or paid to transfer a liability in
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an orderly transaction between market participants at the measurement date. As such, fair value is a market-based measurement that
should be determined based on assumptions that market participants would use in pricing an asset and liability.

As at September 30, 2016 and 2015, we did not hold any deposits with maturity dates between 3 months and 12 months and
therefore we did not hold any deposits classified as short term investments.

Fair Value Measurements

For financial instruments that are measured on the balance sheet at fair value, IFRS 7 requires disclosure of the fair value
measurements by level of the following fair value measurement hierarchy:

. Level 1: The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading
and available-for-sale securities) is based on quoted market prices at the end of the reporting period. The quoted market
price used for financial assets held by us is the current bid price. These instruments are included in level 1.

. Level 2: The fair value of financial instruments that are not traded in an active market (for example, foreign exchange
contracts) is determined using valuation techniques which maximize the use of observable market data and rely as little as
possible on entity-specific estimates. If all significant inputs required to fair value an instrument are observable, the
instrument is included in level 2.

. Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level
3. This is the case for provisions (contingent consideration) and equity securities (unlisted).

Our level 3 asset consists of an investment in unlisted equity securities in the biotechnology sector. Level 3 assets were 100% of
total assets measured at fair value as of September 30, 2016 and 2015.

Our level 3 liabilities consist of a contingent consideration provision related to the acquisition of Osiris” MSC business. Level 3

liabilities were 100% of total liabilities measured at fair value as of September 30, 2016 and 2015. There were no transfers between
any of the levels for recurring fair value measurements during the year.
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The following table summarizes the assumptions, techniques, and significant unobservable inputs used in level 3 fair value
measurements:
Range of inputs (weighted

(in thousands, except percent data) average) for
Three Months
Fair value as of Ended Year Ended Relationship of
September 30, June 30, Valuation Unobservable September 30, June 30, unobservable inputs to
Description 2016 2016 technique Inputs® 2016 2016 fair value

Contingent consideration provision 64,691 63,716 Discounted Risk adjusted 11%-13%  11%-13% Three months ended
cash flows discount rate  (12.5%) (12.5%) September 30, 2016: A
change in the discount
rate by 0.5% would
increase/decrease the fair
value by 2%.

Year ended June 30, 2016:
A change in the discount
rate by 0.5% would
increase/decrease the fair

value by 2%.
Expected unit n/a n/a  Three months ended
revenues September 30, 2016: A

10% increase in the price
assumptions adopted
would increase the fair
value by 6%.

Year ended June 30, 2016:
A 10% increase in the
price assumptions adopted
would increase the fair
value by 6%.

(1) There were no significant inter-relationships between unobservable inputs that materially affect fair values.

Net deferred tax assets

We record deferred tax assets if, based upon the available evidence, it is more likely than not that we will recognize some or all
of the deferred tax assets. Deferred tax assets were recognized for unused tax losses to the extent that it is probable that future taxable
profit will be available against which the unused tax losses can be utilized. We have recorded deferred tax assets that relate to
operating tax losses and deductible temporary differences to offset taxable temporary differences (deferred tax liabilities) following
our conclusion to retain existing intellectual property assets in their relative jurisdictions as we are no longer planning to consolidate
intellectual property assets at September 30, 2016.

Accrued research and development and manufacturing commercialization expenses

As part of the process of preparing our financial statements, we are required to estimate our accrued expenses. This process
involves reviewing open contracts and purchase orders, communicating with our personnel to identify services that have been
performed on our behalf and estimating the level of service performed and the associated cost incurred for the service when we have
not yet been invoiced or otherwise notified of the actual cost. The majority of our service providers invoice us