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Auditors’ Independence Declaration

As lead auditor for the review of Mesoblast Limited for the half year ended 31 December 2008,
| declare that to the best of my knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the review; and
b) no contraventions of any applicable code of professional conduct in relation to the review.

This declaration is in respect of Mesoblast Limited during the period.

s/
i
/-

Anton Linschoten Melbourne
Partner 25 February 2009
PricewaterhouseCoopers

Liability limited by a scheme approved under Professional Standards Legislation



INCOME STATEMENT
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Revenues from continuing operations
Interest revenue

Expenses from continuing operations
Research and development
Management and administration
Share of losses of equity accounted associates

Loss before income tax expense
Income tax

Loss after related income tax from continuing
operations

Loss attributable to members of the company

Losses per share — from continuing operations:

Basic - cents per share
Diluted - cents per share

Half-Year Half-Year

31 December 31 December
2008 2007

$ $

434,391 342,547
434,391 342,547
(4,483,793) (3,431,104)
(1,285,740) (1,540,986)
(1,580,017) (767,435)

(7,349,550)

(5,739,525)

(6,915,159)

(5,396,978)

(6,915,159)

(5,396,978)

(6,915,159) (5,396,978)
Cents Cents
(5.76) (4.80)
(5.76) (4.80)

The above income statement should be read in conjunction with the accompanying notes
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STATEMENT OF CHANGES IN EQUITY
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Balance at 1 July 2007

Total recognised income and expense
for the period

Contributions of equity net of
transaction costs

Fair value of share based payment
Balance at 31 December 2007

Balance at 1 July 2008

Total recognised income and expense
for the period

Contributions of equity net of
transaction costs

Fair value of share based payment
Balance at 31 December 2008

Foreign
Currency
I
Czspl';fadl Share Option Translation Accumulated
R Reserve Reserve Losses Total
$ $ $ %
37,422,183 1,614,243 - (18,497,087) 20,539,339
- - - (5,396,978) (5,396,978)
13,596,900 - - - 13,596,900
- 712,362 - - 712,362
51,019,083 2,326,605 - (23,894,065) 29,451,623
51,019,083 2,960,017 796,498 (28,559,466) 26,216,132
- - (2,181,772) (6,915,159) (9,096,931)
985,000 - - - 985,000
- 669,453 - - 669,453
52,004,083 3,629,470 (1,385,274) (35,474,625) 18,773,654

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

accompanying notes
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BALANCE SHEET
AS AT 31 DECEMBER 2008

CURRENT ASSETS

Cash and cash equivalents
Trade and other receivables
Prepayments

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Property, plant and equipment

Investments accounted for using the equity
method

Intangible assets

TOTAL NON-CURRENT ASSETS
TOTAL ASSETS

CURRENT LIABILITIES

Trade and other payables
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS

EQUITY

Issued capital

Reserves

Accumulated losses

TOTAL EQUITY

31
December 30 June
2008 2008
$ $
9,555,885 14,094,219
650,351 123,900
185,430 85,533
10,391,666 14,303,652
221,728 197,997
9,199,458 12,761,247
504,141 526,006
9,925,327 13,485,250
20,316,993 27,788,902
1,543,339 1,572,770
1,543,339 1,572,770
1,543,339 1,572,770
18,773,654 26,216,132
52,004,083 51,019,083
2,244,196 3,756,515

(35,474,625)

(28,559,466)

18,773,654

26,216,132

The above balance sheet should be read in conjunction with the accompanying notes
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CASH FLOW STATEMENT

FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Payments to suppliers and employees
Government grants and other income received
Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Investment in fixed assets

Investment in patents & licenses
Investment in equity accounted associate
Loan repaid/(made) to associate company
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares

Payments for share issue costs

Net cash provided by financing activities

Net (decrease)/increase in cash and cash
equivalents

Cash and cash equivalents at beginning of half-
year

FX gains/(losses) on the translation of foreign
bank accounts

Cash and cash equivalents at end of half-year

Half-Year

31
December

2008
$

(5,417,961)

Half-Year

31
December

2007
$

(3,115,240)

- 123,541
(5,417,961) (2,991,699)
291,115 342,547
(62,909) (64,522)

- (25,377)

(200,000) (6,419,452)
(152,913) 293,055
(124,707) (5,873,749)
985,000 14,134,500

- (537,600)

985,000 13,596,900
(4,557,668) 4,731,452
14,094,219 12,055,040
19,334 (4,635)
9,555,885 16,781,857

The above cash flow statement should be read in conjunction with the accompanying

notes
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

NOTE 1.

Basis of preparation of half-year report

This general purpose financial report for the interim half-year reporting period ended 31
December 2008 has been prepared in accordance with the Corporations Act 2001 and
AASB 134 Interim Financial Reporting.

This interim financial report does not include all the notes of the type normally included
in an annual financial report. Accordingly, this report is to be read in conjunction with
the annual report for the year ended 30 June 2008 and any public announcements made
by Mesoblast Limited during the interim reporting period in accordance with the
continuous disclosure requirements of the Corporations Act 2001.

Going concern basis

For the half year ended 31 December 2008, the company incurred an operating loss of
$6,915,159 (31 December 2007 loss: $5,396,978) as it continued to further its
investment in research initiatives. As at half-year end, the company’s net assets stood
at $18,773,654 (June 2008: $26,216,132), with available cash of $9,555,885 (June
2008:$14,094,219).

During the forthcoming year, the company will work to further advance both the
development of its core technologies, and if possible, the commercialisation of those
technologies. Based on the forecast cash flows approved by the Board of Directors for
the period ending 31 March 2010, which excludes any cash that may be raised through
further allotment of capital or through collaboration arrangements with third parties, the
Directors believe that sufficient cash will be available to fund the company’s operations
over the 12 month period subsequent to the date of signing the financial statements.

Accordingly the financial statements have been prepared on a going concern basis. The
financial statements do not include any adjustments to the carrying values or
classification of assets or liabilities that would be necessary in the event that the
company, were unable to continue as a going concern

NOTE 2. SEGMENT INFORMATION

(a) Description of segments

Management has determined the operating segments presented here are those that are
internally reported on a regular basis to the board of directors, who are ultimately
responsible for the allocation of resources to those segments and for making strategic
decisions for the company.

Two reportable operating segments have been identified, the orthopaedic segment and
the cardiovascular segment, both having two distinct markets for which the MPC platform
technology is currently being developed. The orthopaedic segment operates in Australia,
and the cardiovascular segment operates in the United States of America through our
investment in Angioblast systems, Inc.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

Non-

(5) Segment information s

$ $ $
Half-year 2008
Net loss after tax 3,848,591 1,580,017 5,428,608
Total segment assets 561,936 9,199,458 9,761,394
Total segment assets include:
Carrying value of investments accounted
for using the equity method - 9,199,458 9,199,458
Half-year 2007
Net loss after tax 2,810,400 767,435 3,577,835
Total segment assets 610,056 13,320,112 13,930,168
Total segment assets include:
Carrying value of investments accounted
for using the equity method - 13,320,112 13,320,112

*Performed in conjunction with Angioblast, and includes treatments for cardiovascular
conditions, eye disease, bone marrow transplantation, and other non-orthopaedic
conditions. Further information can be found in the directors’ report.

(c) Segment reconciliation

The following table reconciles total segment net loss to the totals reported for the
company in the income statement and balance sheet. These reconciling items are not
considered by the company to be an operating segment as defined in AASB 8 Operating
Segments (which was early adopted in the previous financial year) and therefore are not
disclosed as such. They are administrative in nature and relate largely to the running of

the Mesoblast head office.

Total segment net loss
Interest revenue
Administration expenses
Foreign exchange loss
Share-based payments
Total net loss after tax
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31 31
December December
2008 2007

$ $
5,428,608 3,577,835
(434,391) (342,547)
1,157,101 1,439,430
94,387 9,898
669,454 712,362
6,915,159 5,396,978




NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

NOTE 3. INVESTMENTS ACCOUNTED FOR USING THE EQUITY METHOD

Country  Principal

?f Activity Ownership Interest
ncorp-
oration
31
December 30 June
2008 2008
% %
(a) Carrying amount
Angioblast Systems, USA Adult stem cell
Inc. research and

development for non-
orthopaedic

applications 38.4 39.1
31
December 30 June
2008 2008
$ $
Investment in Angioblast Systems, Inc. 18,282,791 18,082,791
Share of equity accounted losses (7,698,059) (6,118,042)
Foreign exchange difference on translation (1,385,274) 796,498

9,199,458 12,761,247

(b) Movement in carrying amount
Carrying amount at the beginning of the six month

period 12,761,247 13,320,112
Additional investment* 200,000 -
Share of losses (for the six months) (1,580,017) (1,355,363)
Foreign exchange difference on translation (2,181,772) 796,498
Carrying amount at the end of the six month

period 9,199,458 12,761,247

*The additional investment for the current six month period completes the Series B stock
purchase agreement, and takes the total investment made under this agreement to
$8.5m. There are no further investments committed under the Series B stock purchase
agreement.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2008

31
December 30 June
2008 2008
$ $
NOTE 4. INTANGIBLE ASSETS
Gross carrying amount
Balance at the beginning of the six month period 690,000 690,000
Additions - -
Disposals - -
Carrying amount at the end of the six month
period 690,000 690,000
Accumulated amortisation
Balance at the beginning of the six month period (163,994) (142,127)
Amortisation expense (21,865) (21,867)
Carrying amount at the end of the six month
period (185,859) (163,994)
Net book value 504,141 526,006
NOTE 5. COMMITMENTS FOR EXPENDITURE
(a) Capital commitments
Not longer than 1 year - -
Longer than 1 year and not longer than 5 years - -
(b) Further investment in associate
Not longer than 1 year - 200,000
Longer than 1 year and not longer than 5 years - -
- 200,000

NOTE 6. EVENTS SUBSEQUENT TO BALANCE DATE

There have not been any events subsequent to the balance date, not other wise disclosed
in this report, which significantly affected or may significantly affect the operations of the
company, the results of its operations or the state of affairs of the company in
subsequent financial periods.

Page 15



NOTE 7. ISSUED CAPITAL

(a) Movements in issued capital
during the year

Fully paid ordinary shares

Balance at the beginning of the six
month period

Issue of shares under employee
share option plan (note 8)

Balance at the end of the six month
period

NOTE 8. SHARE OPTIONS

31 31
December December 30 June 30 June
2008 2008 2008 2008
No. $ No. $
119,256,133 51,019,083 119,256,133 51,019,083
1,600,000 985,000 - -
120,856,133 52,004,083 119,256,133 51,019,083

(@) Movement in share options over

ordinary shares

Balance at the beginning of the six

month period

Granted during the half-year
Exercised during the half-year
Lapsed during the half-year

Balance at the end of the six month

period

16

31 December

2008 39 june 2008

No. No.
9,316,667 9,386,667
2,736,000 -
(1,600,000) -
(45,000) (70,000)
10,407,667 9,316,667




MESOBLAST LIMITED
ABN 68 109 431 870

DIRECTORS' DECLARATION

In accordance with a resolution of directors of Mesoblast Limited,

In the opinion of the directors:

(a) the accompanying financial statements and notes are in accordance with
Corporations Act 2001 and comply with the accounting standards and give
a true and fair view of the company’s financial position as at 31 December
2008 and of its performance for the half-year ended on that date.

(b) At the date of this declaration there are reasonable grounds to believe that

the company will be able to pay its debts as and when they become due
and payable.

Signed in accordance with a resolution of the Board of Directors

Mr Brian Jamieson
Director

25 February 2009

Melbourne
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INDEPENDENT AUDITOR’S REVIEW REPORT Website:www. pwc.com/au

to the members of Mesoblast Limited

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of Mesoblast Limited which
comprises the balance sheet as at 31 December 2008, and the income statement, statement of
changes in equity and cash flow statement for the half-year ended on that date, other selected
explanatory notes and the directors’ declaration for the Mesoblast Limited (the company).

Directors’ responsibility for the half-year financial report

The directors of the company are responsible for the preparation and fair presentation of the half-
year financial report in accordance with Australian Accounting Standards (including the Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing
and maintaining internal control relevant to the preparation and fair presentation of the half-year
financial report that is free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor’s responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report Performed by the Independent Auditor of the Entity, in
order to state whether, on the basis of the procedures described, we have become aware of any
matter that makes us believe that the financial report is not in accordance with the Corporations Act
2001 including: giving a true and fair view of the company’s financial position as at 31 December
2008 and its performance for the half-year ended on that date; and complying with Accounting
Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001. As the
auditor of Mesoblast Limited, ASRE 2410 requires that we comply with the ethical requirements
relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. It also includes reading the other information included with the financial report to
determine whether it contains any material inconsistencies with the financial report. A review is
substantially less in scope than an audit conducted in accordance with Australian Auditing
Standards and consequently does not enable us to obtain assurance that we would become aware
of all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

For further explanation of a review, visit our website http:/www.pwc.com/au/financialstatementaudit.

Liability limited by a scheme approved under Professional Standards Legislation



PRICEWATERHOUSE( COPERS

INDEPENDENT AUDITOR’S REVIEW REPORT

to the members of Mesoblast Limited (continued)

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our review was not designed to provide
assurance on internal controls.

Our review did not involve an analysis of the prudence of business decisions made by directors or
management.

Independence

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

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes
us believe that the half-year financial report of Mesoblast Limited is not in accordance with the
Corporations Act 2001 including:

(a) giving a true and fair view of the company’s financial position as at 31 December 2008 and of
its performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001.
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Anton Linschoten Melbourne
Partner 25 February 2009





