
 
 
 
 
 
 

Financial Summary 

SYMBOL 
EXCHANGE 

MDSM 

OTCBB 

CURRENT 
PRICE 

$.41 

SHARES 
OUTSTANDING 

129.35 
MILLION 

MARKET CAP 
$53.04 
MILLION 

52-WEEK 
RANGE 

$.01 - $.80 

AVERAGE 
30-DAY VOLUME 

70,500 

COVERAGE 
INITIATED 

March 10, 2006 

RATING Speculative Buy 

PRICE TARGET $1.20 

 

  Company Background 

 

March 10, 2006 
Analyst: Shailesh Dhuri, CFA 

Medistem Laboratories, Inc. (OTCBB: MDSM), is a development stage bio-

technology company engaged in developing and commercializing ad-

vanced medical therapies based on non-controversial adult stem cells.  The 

Company was formerly known as SGC Holdings, incorporated in the state 

of Nevada.  On November 4, 2005, it changed its business focus, as well as 

name, and is currently involved in establishing clinics and laboratories 

around the world to deliver next-generation remedies.  Its primary focus is 

on adult stem cell research.  

 

In particular, the Company’s aim is to transform stem cells from non-

controversial sources into valuable medical treatments.  The firm is mainly 

concentrating on novel treatments which utilize adult stem cells, as these do 

not require dependence on ethically debatable sources.  In other words, the 

scope of the research the Company is involved with does not include the 

controversial embryonic or fetal stem cells that are the focus of ethical and 

moral debates in many communities  
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Management believes that it may hold a substantial competitive edge since the worldwide demand is 

increasing for stem cell-sourced medical solutions, while at the same time there is a severe lack of supply 

from ethical sources.  This fact may position Medistem to become a leading global provider of stem cell 

treatments on a fee-for-service basis, while at the same time allow it to accumulate valuable intellectual 

property based on clinical and laboratory findings. 

 

Initially, the firm plans to focus on the use of proprietary technology and cells 

sourced from umbilical cords, placentas, fat, bone marrow, and muscle for the ad-

vanced treatment of cerebral palsy, stroke, cardiovascular disease and orthopedic 

diseases, primarily for the international marketplace.  Applications for these thera-

pies should include cancer, cardiovascular disorders, central nervous system (CNS) 

disorders, diabetes and other ailments.  

  

Adult stem cells derived from fat are called ADSCs, or adipose-derived stem cells.  Researchers believe fat-

derived stem cells will be an abundant, practical and appealing source of stem cells for regenerative 

therapies in the future.   Recently, scientists from the University of Virginia health system seminar 

agreed that ADSCs can be used to repair or regenerate new blood vessels, cardiac muscle, nerves, bones 

and other tissue, potentially helping heart attack victims, patients with brain and spinal cord injuries 

and people with osteoporosis.  

 

Medistem’s business model is based on the use of these ADSCs as an integral 

part of these types of therapies. ADSCs can be expanded and cultured to pro-

duce molecules such as hormones, as well as to provide a conditioned cultured 

environment for supporting the growth and expansion of other cells (source: 

www.the-bbc.net/mdsm/mdsm.doc). 

 

With the continued advancement in the field of stem cell research, it is possible that there may one day 

be an effective low-cost treatment for diabetes, as well as many degenerative conditions such as; some 

forms of blindness, heart attacks, strokes, spinal cord damage and many other health problems.  Animal 

stem cell studies are already promising, and some clinical trials using stem cells have already com-

menced. 

 

More than 130 million people in North America alone suffer from a wide range of diseases and injuries 

that may be safely treated or cured with adult stem cell technologies.  Currently, companies operating in 

the stem cell area have a unique opportunity to use a patient’s own stem cells to treat a wider range of 

conditions from Cerebral Palsy, strokes, cardiovascular disease, Alzheimer’s, Parkinson’s disease, diabe-

tes and cancer.   In particular, Medistem’s custom medical treatments on a fee-for-service basis are antici-

pated to generate revenues exceeding $10 million within the first year of clinical operation, according to 

management.  
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Strategic 

Initiative 

Activity Business Plan 

Strategic 

Initiative 

1  

Open first clinic to deliver Medistem 

Therapies.  Company anticipates generat-

ing revenue through its operations by de-

livering proprietary stem cell treatments 

at these clinics. 

• Opening of first clinic - San Jose, Costa Rica, 

by Q2 2006. 

• Implementation of revenue generating model 

– fee based stem cell treatments using its tech-

nologies and therapies. 

Strategic 

Initiative 

2  

Continue the activity of research and de-

velopment to find treatments for stroke 

and other ailments. 

• Advance research along with clinical work in 

affiliated laboratory sites. 

• Apply the therapies for stroke treatments. 

Strategic 

Initiative 

3  

Widen the Intellectual Property Portfolio. 

Currently Medistem holds: 

1. International rights to a patent-

pending method of expansion of 

stem cells. 

2. International rights to a patent-pending 

method for the treatment of cancer 

using umbilical cord and placental 

stem cells and other compositions. 

• Fast-track IP portfolio through continued 

clinical developments, particularly of new 

methods for expansion of stem cell types. 

• Build additional IP through acquisitions of 

targeted proprietary technologies. 

Strategic 

Initiative 

4 

Growth of Business Market and Revenue 

Opportunities 

• Revenue generation worldwide following 

approvals by the U.S. FDA. 

• The Company is embracing the dynamic op-

portunity of establishing clinics worldwide to 

provide licensed medical facilities for applica-

tion of stem cell. therapy 

1. Replicate fee service model for 

global clinics 

2. Attempt to open new clinic glob-

ally every 9-12 months 

Medistem’s strategy is to establish clinics in nations that are 

“friendly” to stem cell research all over the world and to deliver 

next-generation medical treatments that are regenerative and not just 

palliative.  In the process, Medistem seeks to help enrich the lives of 

millions of patients.  The table given below shows the planned 

strategic initiatives of the Company in the coming 12 months: 

 

 

 Recent Developments  Business Strategy 
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February 10, 2006 – The Company announced that the Institute for Cellular Medicine (ICM) in Costa 

Rica, has established an Ethical Advisory Board that will oversee all treatment protocols at ICM, to en-

sure the highest ethical practices in clinical research and therapeutic applications of Medistem's pro-

prietary adult stem cell treatments. This should be considered positive news, as it addresses many of 

the ethical concerns regarding the conduct of research for stem cells. 

 

February 6, 2006 – The Company announced that it has executed a technology licensing and royalty 

agreement with the Institute for Cellular Medicine (ICM), an international laboratory and clinic affili-

ate.  The licensure allows ICM to perform clinical programs to further develop Medistem's stem cell 

therapies and treat patients on a fee-for-service basis at ICM's facility in San Jose, Costa Rica. Accord-

ing to the agreement, ICM will pay royalties to Medistem for the use of Medistem's technologies.  Ad-

ditionally, all intellectual property developed by ICM through their research and clinical treatment 

programs will be the property of Medistem. 

 

 

February 1, 2006, The Company announced that it has acquired exclusive worldwide rights to a poten-

tial treatment for cancer that uses stem cells to reprogram malignant cells to behave like normal cells. 

 

 
 

Recent Developments 
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Stem cell therapies are emerging technologies which focus on replacing diseased or dysfunctional cells 

with healthy, functioning ones.  Theoretically, this technology can be used to cure many disorders 

such as; cancer, neurological diseases (such as Parkinson's disease and ALS), spinal cord injuries, heart 

disease and diabetes.  This technology can also be used for blinding diseases of the retina which may 

some day be cured by replacing dead retinal cells with new ones.   The diagram given below depicts 

the types of stem cells, applications of therapy, stem cell regulation and funding. 

 

Table 1: Stem Cell Therapeutics 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Future of Stem Cell Therapy 

 

Scientists believe that stem cell therapy will revolutionize medicine in spite of the recent controversies.  

It has potential to cure cancer, heart failure, Parkinson's disease, muscular dystrophy, diabetes, kidney 

disease, brain injury, spinal injury, multiple sclerosis and a host of other diseases.  There is a possibility 

that human life can be greatly extended by replacing the tissues to aging organs.  With stem cells, there 

is a possibility to grow our own organs for transplantation from our own stem cells, eliminating the 

danger of rejection.   

Industry 

Stem Cell 

Therapeutics* 

Types of 

Stem Cells 

Therapeutic 

Applications 

Stem Cell  

Regulations 

and Funding 

• Adult Stem Cell 

     Therapeutics 

• Embryonic Stem  

       Cell Therapeutics 

• Current Therapeutics  

♦ Cancer 

♦ Cardiovascular 

Disorders 

♦ Central Nervous 

System 

 (CNS) Disorders 

♦ Diabetes 

♦ Others 

• Future Therapeutics 

♦ Stem Cells 

• California Proposition 71 

• International Regulation 

    and Funding 

• US Federal Stem Cell 

    Research Policies 

• US State Regulations and 

    Funding Initiatives 
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Market Size of Stem Cell TherapyMarket Size of Stem Cell TherapyMarket Size of Stem Cell TherapyMarket Size of Stem Cell Therapy 

 

According to Cambrex Corp., the total worldwide estimated market for all cell-based tharapies was 

$20.2 billion in 2002.  This amount is expected to increase to $35.7 billion by 2007 and $81.3 by 2012.   

Of this total amount, stem cell therapies alone are anticipated to comprise $2.8 billion by 2007 (7.8% of 

total) and $7.5 billion by 2012 (9.2% of total). 

 

 

Chart 1: Worldwide Cell Therapy Estimated Market Size 

 

Source: Cambrex 

 

According to the Stem Cell Research Foundation, government funding has increased from $210 million 

in 2004 to $630 million in 2005 in the US alone.  According to Navigant Consulting, the estimated total 

expenditure of the US stem cell market is approximately $820 million in 2005 and is expected to in-

crease to $1.94 billion by 2015.   It is expected that the US stem cell therapeutic market will first gener-

ate revenues in 2009 and will reach to $3.6 billion by 2015.   According to current estimates, stem cell 

therapeutics for diabetes will enter the market in 2011 while therapeutics for cardiovascular disorders 

may enter in 2010 led by Bioheart’s adult stem cell therapeutics.   
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 “Controversial” vs. “Non“Controversial” vs. “Non“Controversial” vs. “Non“Controversial” vs. “Non----Controversial” Stem Cell TherapyControversial” Stem Cell TherapyControversial” Stem Cell TherapyControversial” Stem Cell Therapy    

 

The controversy over stem cell research includes embryonic stem and germ cells as it is based on the 

belief that a fertilized egg is fundamentally a human being with rights and interests that need to be 

protected.   The embryonic stem cells are fertilized eggs that are 5 days old (called “blastocysts”), and 

harvesting of stem cells from these 100-150 cell blastocyst stage embryos involves the destruction of 

the embryo.  Therefore, it is argued by many people that the use of embryonic stem is immoral; as this 

destruction of the microscopic embryo can be considered equivalent of destroying a human life.    

 

This debate would not exist if scientists would turn their focus from human embryonic stem cells to 

alternative methods of stem cell research.   Adult stem cells and stem cells from umbilical cord blood 

do not end the life of a human being, by any definition.  This is the fundamental difference between 

embryonic stem cells and adult stem cells.  By focusing solely on adult stem cells the ethical dilemma 

should be removed. 

 

Adult bone marrow stem cells have been shown to form tissues including 

bone, muscle, fat, liver, and neural cells.  British researchers found that stem 

cells from bone marrow in mice transformed into kidney cells and may pro-

vide a new method to treat kidney disease that could reduce the need for 

transplants.  Adult stem cells have already been used clinically in numerous 

trials and studies, while use of embryonic stem cells is still years away.  

 

The notable downside of using adult stem cells is the possible degeneration of DNA as the adult cell 

has gone through multiple cycles of reproduction.  The risk of DNA degeneration should be limited 

for Medistem, as the Company focuses on stem cells from umbilical cord blood which are much 

younger cells compared to “true” adult stem cells. 

Stem cells have potential applications in at least two multi-billion dollar markets; namely biomedical 

research and therapeutics.  Biomedical research includes basic research, drug discovery and diagnos-

tics development whereas therapeutics include bioengineered tissues, gene delivery and cell therapy.  

• Biomedical research:  The market for biomedical research is currently a $3 billion market, 

with an annual growth rate of 10-15%.  Estimates are that stem cells could eventually repre-

sent $150-200 million per year in this market. 

• Diagnostics & Therapeutics:  This market is potentially worth greater than $30 billion an-

nually.  Stem cell therapy is different from most existing therapeutics, as it represents a po-

tential cure rather than just a treatment. 

Target Markets 
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StemCells, Inc (Nasdaq: STEM) 

StemCells, Inc. is involved in the discovery, development, and commercialization of stem cell-based 

therapies to treat diseases of the nervous system, liver, and pancreas. It plans to develop therapies that 

can be used to treat human diseases and injuries, such as neurodegenerative diseases, including Bat-

ten’s, Parkinson’s, and Alzheimer’s diseases, and other metabolic genetic disorders. It also plans to de-

velop its products for demyelization disorders, including spinal cord injuries, stroke, hepatitis, chronic 

liver failure, and diabetes; and multiple sclerosis. 

 

 

 

Osiris Therapeutics, Inc  

Privately-held Osiris Therapeutics, Inc. is a company founded to commercialize stem cell products 

from adult bone marrow.  The product range will include a diverse range of medical specialties, in-

cluding oncology, cardiology and orthopedics.  

 

Currently, it has three products in clinical trials; namely Prochymal™, Provacel™ and Chondrogen™. 

Prochymal™ is a formulation of adult stem cells to treat Graft versus Host Disease (GVHD), a life 

threatening disease afflicting leukemia patients who have received a bone marrow transplant. This 

product is now in Phase II clinical trials. The second product, Provacel™ is a formulation of stem cells 

to repair damaged heart tissue following heart attack. This product is under Phase I clinical trial. Fi-

nally, Chondrogen™, an injection of stem cells formulated to repair damaged tissue in the knee joint 

and prevent the progression of arthritis, is under Phase I/II study. 

 

Aastrom Biosciences, Inc (Nasdaq: ASTM) 

Aastrom Biosciences, Inc. is a developing stage organization. The Company develops patient-specific 

products for the repair or regeneration of human tissues, utilizing the Company's proprietary adult 

stem cell technology. It’s strategic position in the tissue regeneration sector is enabled by its proprie-

tary Tissue Repair Cells(TRCs), a mix of bone marrow-derived adult stem and progenitor cells, and the 

AastromReplicell® System, an industry-unique automated cell production platform used to produce 

cells for clinical use. TRCs are the core component of the Company’s products which is used to severe 

bone fractures, ischemic vascular disease, jaw reconstruction and spine fusion, with Phase I/II level 

clinical trials active in the U.S. and EU for some of these indications. The company also offers Aastrom-

Replicell System, a patented, integrated system of instrumentation and single-use consumable kits for 

the commercial production of human cells.  The company has a strategic alliance with Musculoskeletal 

Transplant Foundation to develop and commercialize treatments for the regeneration of tissues.   

Competition in the Stem Cell Industry:  



Beacon Equity Research  

Medistem Laboratories, Inc. (OTCBB: MDSM)               9                                             Initial Report 

May 24, 2006 Analyst:  Shailesh Dhuri, CFA 
www.BeaconEquityResearch.com  

 

VesCell™ is a stem cell technology developed by TheraVitae, private multinational company focused 

on using stem cells from the patient's own blood in order to treat a variety of disorders, especially car-

diovascular diseases. It has developed a proprietary stem cell technology called VesCell™ that is cur-

rently being used by hospitals in Thailand to treat patients with heart disease. TheraVitae is based in 

Bangkok, Thailand,  Israel, and Hong Kong. 

 

VesCell™ uses a patient's own adult stem cells to treat Heart Disease and is a viable alternative for pa-

tients who either cannot undergo or choose not to undergo the standard treatment such as Coronary 

Artery Bypass Grafting (CABG). 

 

Viacell (Nasdaq: VIAC) 

 

ViaCell is a biotechnology company focused on enabling the widespread use of human cells as medi-

cine.  The Company is developing a pipeline of proprietary stem cell product candidates intended to 

address cancer, cardiac disease, and diabetes.  

 

CB001, its lead cord blood derived stem cell therapy product, is being developed for hematopoietic 

stem cell transplantation in patients affected by a variety of cancers.  It has completed its preclinical 

trials and currently conducting Phase I.   

 

In addition to its therapeutic development programs, ViaCell’s repro-

ductive health business unit commercializes Viacord®, a product that 

offers expecting families the option of preserving their baby’s umbili-

cal cord blood.  The Company is working to leverage its commercial 

infrastructure and product development capabilities by developing 

ViaCyte™, its investigational product intended to broaden reproduc-

tive choices for women through the cryopreservation of human unfer-

tilized eggs.   

Vescell 
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The stem cell research industry is highly competitive.  There are many operators in the market who are 

financially stronger and more experienced when compared to Medistem.  Medistem competes not only 

with large pharmaceutical companies but also with small biotechnology companies.  The table given 

below shows a few biotechnology competitors of Medistem.    

 

Stem Cell Research Industry 

Company Technology Status 

Cambrex • Developing Biopharma and Bioproducts 

including Cell Therapy 

•  Bioproducts – Research and Therapeutic 

Applications 

•  Biopharma -- develops and manufactures 

bulk biopharmaceuticals under contract 

for biopharmaceutical companies. 

•  Human Health - products derived from 

organic chemistry and regulated by the 

FDA or other government agencies. 

• Agreement between Cambrex Bio Science Bal-

timore, Inc., a subsidiary of Cambrex Corpora-

tion  and Dowpharma, contract manufactur-

ing services, a business unit of the Dow 

Chemical Company. The agreement would 

enable Cambrex, Dowpharma and third party 

product companies to allow Cambrex to 

manufacture biologic drugs using Pfenex Ex-

pression Technology -- a Pseudomonas-based 

technology-- from Dowpharma. 

Geron • Developing therapeutic products for on-

cology that target telomerase. 

•  Cell-based therapies derived from its 

human embryonic stem cell platform for 

applications in multiple chronic diseases. 

• Initiation of clinical trials of its leading anti-

cancer compound GRN163L to patients with 

chronic lymphocytic leukemia (CLL). It is in 

Phase 1-2 clinical trials  with patients. 

• Geron Corporation and Merck & Co., Inc. en-

tered into a collaboration and license agree-

ment to develop a cancer vaccine targeting 

telomerase utilizing Merck’s expertise in vac-

cine technologies.   

ES Cell  

International  

Involved in the research and development of 

cell therapeutics from hES cells with a focus 

on two major clinical indications: 

• Type 1 Diabetes – Cell replacement ther-

apy by transplantation of insulin-

producing cells derived from hES cells.  

• Congestive heart failure – Improvement 

of cardiac function through transplanta-

tion of hES-derived cardiomyocytes.  
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Neil Riordan - Chairman, President and Chief Executive  

Riordan, is an experienced, qualified scientist with a successful entrepreneurial track record. He pos-

sesses broad experience in both the management of healthcare companies and in implementing novel 

medical protocols and treatments. He has directed The Center for the Improvement of Human Func-

tioning one of the nations' leading cancer laboratories for 10 years and he has proven himself a suc-

cessful entrepreneur. In 1999, Riordan founded the highly successful Aidan Products, which offers a 

line of nutriceutical products, and the Aidan Clinic, a successful integrative treatment center for cancer 

patients. 

 

In 2003 Riordan became the director of research at the ITL Cancer Clinics in the Bahamas. His research 

findings have been published in many prestigious journals, including British Journal of Cancer and 

Medical Hypotheses. His education: MUA, Ph.D., University of Nebraska, College of Medicine, M.S. 

P.A., and Wichita State University, B.S. magna cum laude 

 

Roger M. Nocera - Executive Vice President and Chief Medical Officer 

Nocera, has enjoyed a hugely successful career as a physician, scientist and entrepreneur. Nocera, like 

Riordan, is among the first to realize the profound importance of stem cell therapies, especially in his 

specialty, anti-aging. He is medical director and owner of the renowned Nocera Antiaging Clinic in 

Scottsdale, Arizona. He founded and remains the medical director of MRI and CT at Arcadia Radiol-

ogy &Open MRI, Ltd. in Phoenix. Nocera received his B.S. with Distinction from the University of Ari-

zona, his M.D. from the University of Massachusetts Medical School and he then completed a four-

year residency in Diagnostic Radiology at the University of Texas Medical Branch in Galveston. He 

also completed a one-year fellowship in computed tomography and breast cancer detection at the UT 

Galveston Branch and a second fellowship in Radiological Pathology at the famed Armed Forces Insti-

tute of Pathology, Washington, D.C.  

 

Christopher L. Wettig - Vice President, Finance, CFO   

Wettig was a member of the Honors Program and graduated from the Wichita State University with a 

B.B.A and was a senior auditor for Ernst & Young, LLP, from 1988 to 1991, before joining his first pub-

licly owned company. At Mueller Industries he was responsible for developing all auditing functions 

of the newly public manufacturing company with revenues in excess of $700 million. For seven years, 

until 1998, he was a member of the Executive Committee of Coulter Enterprises, Inc., From 1998 to 

2000, he served as Executive Vice President of Total Entertainment Restaurant Corp.,.  In 2000, he 

founded Wettig Ventures, which owned the Johnny Orleans restaurants with $3.5 million in annual 

revenues and 80 employees. He is currently vice president of Savista-FSC, LLC, the largest business 

Management Team 
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process outsourcing company in the restaurant industry, owned primarily by Kohlberg Kravis Roberts 

and Accel Partners.  

 

John Peterson - Senior Vice President for Corporate Development and Communications  

Peterson was a lecturer for three years at the University of Kansas School of Journalism, from which he 

was graduated with Distinction, he began his financial career with Dow Jones & Co., Inc., first for 12 

years as a national correspondent and then as the author of Dow Jones' Investing for Pleasure and 

Profit.  

 

Chan H. Park - Chairman, Medical Advisory Committee  

Chan  Park received both his M.D. and M.S. from Seoul National University and a Ph.D. from the Uni-

versity of Toronto. He has held internships and residencies at Seoul National University Hospital, St. 

Francis General in Pittsburgh, Goldwater Memorial at NYU, and Jackson Memorial at University of 

Miami. He is one of medicine's leading authors, educators and scientific researchers. He has been a 

tenured full professor of medicine at the University of Kansas, Texas Tech University (director of the 

Cancer Center and voted by medical students as Outstanding Clinical Teacher), Sungkyunkwan Uni-

versity, Seoul, Korea where he was also director of the Cancer Center at Samsung Medical Center. He 

is board certified in internal medicine and medical oncology. He has lectured at Harvard Medical 

School, Leukemia Society of America, M.D. Anderson Cancer Center, Linus Pauling Institute, to name 

a few.  

Management Team 
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• Development Stage Firm: The Company is in the development phase where its products or technologies 
have not been commercialized. Its growth and profitability will depend upon the successful testing and com-
mercialization of its technologies. The Company believes that it is ready for commercializing its technology, 
since it does not require any regulatory approval. The Company has informed us that it will commercialize 
the technology in less than one month from now. 

• Limited Operations: The Company has a very limited history to judge its prospects. There is no guarantee 
that the Company can achieve its goals or will be able to achieve its growth in the future.  Future develop-
ment will also depend upon adequate financing, demand, distribution channels, costs, management, compe-
tition, etc. 

• Uncertainty of Government Regulation: Government regulations continue to change in the healthcare sec-
tor.  Healthcare companies have to adopt new policies which may include curtailing the use of new treat-
ments that companies intend to develop. This may create a hurdle for the Company to successfully commer-
cialize its technology. The Company management believes that it has handled this issue well, by operating 
outside the USA. 

• Product Liability Exposure: There are product liability risks involved in the testing, manufacturing, market-
ing, and the sale of medical products. There is no guarantee that the Company will be able to avoid product 
liability exposure. The Company management believes that since they are licensing the product, the risks on 
this count are quite limited. 

• Competition and Market Factors: This market is intensely competitive.  There are many firms in the market 
conducting research on stem cell therapy. However, management believes that it has found a niche in adult 
stem cell research.  The competition in this niche is not significant according to management, as most other 
Companies are active in embryonic stem cell research. The success of the Company depends upon its accep-
tance of its technology in the market. It is also influenced by technologies that come to market. The financial 
position of its competitors also plays a very important role in determining the ability of the Company to suc-
cessfully compete. 

• Uncertainty of FDA Approval: For most biotech companies, this is a significant risk. However, the Company 
management believes that it will not require any FDA approval as its technologies are administered as 
“blood products” and not drugs in most applications. 

• Valuation-Related Risks: The valuation for this Company has been carried out assuming a certain level of 
success in getting the licenses and in commercializing the product. If the Company is unable to achieve the 
success in a reasonable time and through reasonable costs, the valuation of the Company will be adversely 
affected. The reader should keep in mind that investing in a start-up development stage company is a high 
risk – reward game. 

• No Guarantee of Success – The Company is operating in development stage technologies. Hence, there is no 
guarantee that it will succeed in execution of its business plans. 

• Dependence of Funding – The Company does not currently have sufficient resources to execute its business 
plan. Hence the Company will have to raise capital and other resources to successfully executing its plan. If it 
fails to do so, the future prospects will suffer significantly, affecting all the stakeholders. 

 

 

Risk & Limitations 
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What is a Stem Cell? 
 

A stem cell is a special kind of cell that has a unique capacity to renew itself and to give rise to special-

ized cell types.  It is known as a primitive cell which can give rise to other types of cells.  It is also 

known as a Pro-genitor cell.  Totipotent cells are known as "master" cells of the body, and are very im-

portant, as they contain all the genetic information needed to create all the cells of the body plus the 

placenta, which sustains the human embryo. 

 

Human cells have the capacity of totipotent cells only during the first few divisions of a fertilized egg.  

After 3 - 4 divisions of totipotent cells, there follows a series of stages in which the cells become in-

creasingly specialized. 

 

The next stage of development produces pluripotent cells, which are highly versatile and can give rise 

to any cell type except the cells of the placenta.   At the next stage, cells become multipotent, meaning 

that they can give rise to several other cell types, but those types are limited in number.  An example of 

a multipotent cell is a hematopoietic cell— a blood stem cell that can develop into several types of 

blood cells, but cannot develop into a brain cell. 

 

At the end of the long chain of the cell division, embryo cells are formed which are also known as dif-

ferentiated cells.  Embryo cells or differentiated cells are considered to be permanently committed to a 

specific function. 

 

For many years, scientists have long held the opinion that differentiated cells cannot be altered or 

caused to behave in any way other than the way in which they have been naturally committed.   How-

ever, scientists recently have been able to persuade blood stem cells to behave like neurons, or brain 

cells.  They believe that stem cell research could reveal far more vital information about our bodies 

than was previously known. 

 

Further, there are some stem cells that also occur in the bodies of 

adults, rather than exclusively in embryos.  Many kinds of multipo-

tent stem cells have been discovered in adults, and scientists believe 

that many more will be discovered.   Research is now being con-

ducted on both adult and embryonic stem cells to determine the 

characteristics and potential of both to cure disease. 

Appendix 1: Technical Discussions 
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An adult stem cell is an “undifferentiated cell” found among differentiated cells in a tissue or organ.  It 

can renew itself and can differentiate to create the major specialized cell types of the tissue or organ.  

The primary role of adult stem cells in a living organism is to maintain and repair the tissue in which 

they are found. 

 

One of the fundamental properties of a stem cell is that it does not have any tissue-specific structures 

that allow it to perform specialized functions.  However, these unspecialized stem cells can give rise to 

specialized cells, including heart muscle cells, blood cells, or nerve cells. 

 

Thus the stem cells are those "unspecialized" cells that have the ability to generate healthy new cells, 

tissues and organs to cure a defective part of the body. The practice of using the adult stem cells is 

nothing new; adult blood-forming stem cells from bone marrow have been used in transplants for 30 

years.  Now, scientists intend to determine if the same phenomenon can be derived by using adult 

stem cells in many more tissues than once thought possible.   

 

Disimilarity between Adult Stem Cells and Embryo Stem Cells 

 

Totipotent and pluripotent stem cells do not exist in the adult body.  They are only found in early em-

bryos (in the first two weeks after the fertilization of an egg).  Further, adult cells do not have some 

multipotent stem cells.   

 

Risk Associated with Stem Cells 

 

The primary risk associated with embryonic stem cells is that they are hard to get a hold of in humans 

- a supply of human embryos is needed, which requires either breaking the law in some countries or 

applying for complex licenses in others.  They have "minds" of their own, and embryonic stem cells are 

often unstable, producing unexpected results as they divide, and may even result in cancerous 

growths.  Use of these cells can cause an immune reaction in the body which causes these transplanted 

cells to destroy themselves unless adequately protected by giving medication.  

  

(Source: Stem Cell Research Foundation) 

 

Adult stem cells from placentas and umbilical cords are “younger”—have undergone fewer divisions, 

and have less genetic damage, and therefore could be considered more “potent” than adult stem cells 

taken from bone marrow. 

Adult Stem Cells 
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializing in small and 

micro capitalization companies.  BER has no investment banking or consultation conflicts thereby minimiz-

ing the inherent conflicts of interest between the research analysts and the companies they cover.  BER is not 

a registered investment advisor or broker dealer.  No information in this report should be construed as an 

endorsement to either buy or sell any securities mentioned in this report.  The analyst(s) who prepared this 

report rely on publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appropriate by the au-

thor. Beacon Equity Research has been compensated eighteen-thousand dollars by Medistem Laboratories, 

Inc. for a one year enrollment in its research program.  All decisions are made solely by the analyst and in-

dependent of outside parties or influence.  The Private Securities Litigation Reform Act of 1995 provides 

investors a “safe harbor” in regard to forward-looking statements.  To fully comply with the requirements of 

this law, BER cautions all investors that such forward-looking statements in this report are not guarantees of 

future performance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may 

cause actual results to materially differ from the results, performance or expectations expressed or implied 

by such forward-looking statements.  Investors should exercise good judgment and perform adequate due-

diligence prior to making any investment.  In accordance with the “Standards for Independent Research 

Providers” issued by the FIRST Research Consortium, BER makes the following assertions: ratings and price 

targets in this report should not be construed as recommendations or stock price predictors.  Conflicts are 

inimical to credible professional research; however, the analysts responsible for this report publicly state 

that they do not own a stake in any of the companies covered in this report.  Neither they nor principals of 

this research provider are permitted to trade any form of equities of companies being covered prior to re-

search being initiated. 

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  Readers should 

consult the Company’s SEC filings as well as our initial report on the firm to better understand the inherent 

risks associated with this security. 

Other uncontrollable or unknown factors may cause actual results to materially differ from the results, per-

formance or expectations expressed or implied by such forward-looking statements.  Investors should exer-

cise good judgment and perform adequate due-diligence prior to making any investment. 
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