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Company overview

Cellect Biotechnology Ltd. (hereinafter: “Cellect” or “the company”) is developing a
technological platform, the "ApoGraft", which functionally selects stem cells from a
mixed population of cells based on their sensitivity to apoptosis. The first product under
development is the Apotainer selection kit. The company is currently conducting a proof-
of-concept phase I/Il trial with leukemia patients in Israel, which is expected to be
completed by the end of Q3-2018. Based on trial results and safety issues, the company
plans to integrate its technology into a range of procedures that utilize stem cells, as well
as into the manufacturing process of adult stem cell based products.

Highlights

On November 22, the company published its Q3-2017 report, which reported the following
events:

e  Positive results from a 20 patient trial at Tel Aviv’s Ichilov Medical Center, in which
the ApoGraft™ process has shown significant beneficial effect on stem cells derived
from fat tissue.

e Cellect announced that it has nominated Dr. Ronit Bakimer-Kleiner as Chief
Development Officer replacing Dr. Yaron Pereg.

e The company's CEO, Dr. Shai Yarkoni, was chosen to present Cellect’s technology and
its recent advancements at the 2017 Bio-Europe conference in Berlin, and
participated in a panel discussion on Cell Therapy. Dr Yarkoni was also invited to give
the keynote presentation at the Asian Conference of Stem Cells and Regenerative
Medicine in Singapore.

Analysis

e The significance of the findings indicates the potential for the ApoGraft™
platform to be employed by a much wider array of companies and medical
centers developing stem cell based products and treatments. Specifically, to
aesthetic and orthopedic indications where fat-derived stem cells are the main
raw material.

e Market opportunities are extensive, but should be carefully considered for
adipose tissue derived stem cells prior to selecting an indication. Non-uniformity
and reduced potency of the cell product, which typically characterizes this
segment, also needs to be addressed. Cellect will need to strategically address
these issues in order to prove the superiority of its products and penetrate new
market niches and geographies, and set target indications for treatment in
accordance.

e The company is on track to meet its clinical and strategic goals. We assume this
progress will allow Cellect to advance the development of its technological
platform to target new markets such as aesthetic and orthopedic indications.

e Should the company see positive results in its ongoing trial (ApoGraft POC final
results estimated in Q3-2018), the financial potential of their stock is projected
to increase company’s share.

e We estimate the company’s equity value at $101.4M (higher from our
previous valuation of $86.3M); its price target ranges between $15.40 and
$18.70; a mean of $16.90.
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Quarterly Update

The company published a quarterly report on November 22, 2017. We addressed several issues in our immediate
report published on the 8" of November, 2017:

e October 25, 2017 - Cellect announced the conclusion of an extensive study into the use of the ApoGraft™ on
stem cells derived from fat tissues. The study was conducted with "Ichilov Medical Center" (Tel Aviv, Israel) and
showed positive results for fat-derived stem cells taken from fat tissues in more than 20 patient samples.
According to the company, the findings are significant as they open the ApoGraft™ to a much larger global
industry; the development of stem cell-based products and treatments. Aesthetic and orthopaedic indications
are particularly promising given that fat-derived stem cells are the main raw material.

e September 7, 2017 — The company announced that it had entered into securities purchase agreements with
certain accredited investors to receive gross proceeds of $4.3M ($4.0M net). Cellect will issue 531,136 American
Depository Shares (ADSs) at a purchase price reflecting the average share price of six days prior to September 6,
2017 with a 4% discount representing $8.10 per ADS in a registered direct offering. Additionally, for each ADS
purchased, the investors will receive an unregistered 12 month warrant to purchase 50% of the amount raised at
an exercise price of $12.07 per ADS.

e September 5, 2017 — The FDA granted Orphan Drug Status to Cellect’s ApoGraft™ for Acute and Chronic GvHD.

Third Quarter 2017 Financial Results:

Research and development (R&D) expenses for the third quarter of 2017 were $0.81 million, compared to $0.69
million in the second quarter of 2017 and $0.58 million in the third quarter of 2016. The increase in the third quarter
of 2017 as compared to the second quarter of 2017 mainly derived from a grant received from the BIRD foundation
totaling $0.12 million in the second quarter of 2017 which was not received in the third quarter of 2017.

General and administrative (G&A) expenses for the third quarter of 2017 were $0.99 million, compared to $1.0
million in the second quarter of 2017 and $0.77 million in the third quarter of 2016. The change in the third quarter
of 2017 as compared to the second quarter of 2017 mainly derived from an increase in expenses related to business
development and professional fees in the third quarter of 2017, offset by a decrease in costs of delisting from the
second quarter of 2017.

Financial expenses for the third quarter of 2017 were $0.41 million, compared to financial income of $0.37 million in
the second quarter of 2017. The change was primarily due to changes related to fair value of the tradable and non-
tradable warrants issued in prior financings. Net loss for the third quarter of 2017 was $2.2 million, or $0.02 per
share and $0.40 per ADS, compared to $1.3 million, or $0.012 per share and $0.24 per ADS, in the second quarter of
2017 and $1.5 million, or $0.016 per share and $0.30 per ADS, in the third quarter of 2016.

Cash and cash equivalents, marketable securities and short-term deposits totaled $9.2 million as of September 30,
2017, compared to $6.3 million on June 30, 2017, and $8.8 million on December 31, 2016. The increase from June
30, 2017, was primarily due to proceeds of $4.2 million (after deducting placement agents' fees) raised through a
registered direct offering and concurrent private placement completed in September 2017, offset by cash used in
operations during the period.

Shareholders' equity totaled $5.9 million as of September 30, 2017, compared to $8.1 million on December 31, 2016.

* For the convenience of the reader, the amounts above have been translated from NIS into U.S. dollars, at the representative rate of
exchange on September 30, 2017 (the U.S. $1 = NIS 3.529).
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Analysis

Cellect’s approach focuses on the selection of pure, high quality stem cells that require less time for cell expansion
than other processes currently deployed in the industry. This highly specific and personal manufacturing approach
may have advantages in terms of efficacy, cost, and time-to-treatment. To some extent, it permits the preparations
of the cell therapy product on-site rather than large scale central manufacturing. Its platform offers purification and
efficient quantification of stem and progenitor cells through an improved and rapid selection process that
significantly decreases complications that exist with standard selection techniques. In the case of Hematopoietic
stem cells (HSCs), this process potentially eliminates the immune related toxicity in allogeneic transplantation. In the
case of fat derived stem cells (where most of its uses are autologous), it improves the number, uniformity and
potency of the Mesenchymal stem cells (MSCs).

The use of the ApoGraft™ of stem cells derived from fat tissues

As written above, Cellect announced positive results for the use of its platform technology ApoGraft™ on stem cells
derived from fat tissues. The study, conducted with fat tissue samples obtained via liposuction from over twenty
adult patients, has shown a significant beneficial effect of the ApoGraft™ process on both the number and activity of
the adipose-derived stem cells. In addition, differentiation into bone (osteoid) and fat (lipoid) tissues was assessed.
Although the extent to which these results can be used to support FDA requirements remains unclear, these results
are promising. They indicate that the ApoGraft may be used to provide high quality mesenchymal and/or stromal
stem cells for subsequent expansion and use for a variety of indications.

These findings further enlarge the bandwidth of Cellect’s Marketed Stem Cell Types
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stem cells from adipose tissue, 48% from bone marrow, 4,154-157 (2016).

! Leigh Turner and Paul Knoepfler, Cell Stem Cell 19, August 4, 154-157 (2016)
2DOI: 10.1016 / J. stem. 2016.) https://www.sciencedaily.com/releases/2016/06/160630135852.html
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with other various sources such as iPS cells, embryonic and xenogenic being offered by a small number of clinics.

This increased stem cell offerings in the US has been due, in part, to the unregulated nature of autologous use,
without FDA oversight. In recent years, the FDA has stated that only “minimal manipulation” of autologous
tissues/cells would be allowed. In November 2017, the FDA issued its final guidelines for minimal manipulation and
homologous use of Human Cells, Tissues, and Cellular and Tissue-Based Products (HCT/Ps).? It should be noted that
“final FDA guidelines” do not establish legal, enforceable responsibilities, however, they most often become FDA
rulings within a “reasonable” period of time.

The FDA’s new strict regulations with regards to adipose stem cells state that any isolation of them will be
considered more than minimally manipulative. These new FDA regulations will require clinics that make use of
autologous treatment to submit an IND (investigational new drug) application. In that term, Cellect may need an IND
for the adipose cell product, or otherwise the physician who uses the product will need to settle this requirement
instead.

In addition, the FDA has homologous requirements. If the cells are used as support such as in cosmetic uses, that
would be homologous, but if they are used for orthopaedic conditions, it would be considered non-homologous.*
Cellect will need to address these issues as well.

Another major issue would be the purity of the fat stem cell suspensions currently used for clinical applications. The
fat-derived stem cells are a relatively new, yet fast growing segment in the adult stem cell domain. One of the
challenges in this segment is obtaining pure high-quality adipose-derived stem cells from a heterogeneous
population. Because separation techniques are often inadequate, there is an issue with non-uniformity of the
resulting products used to treat patients. In this sense, Cellect offers a well-controlled selection process and a batch
release criteria product, specifically addressing this drawback. The functional selection technology and the results
achieved in the preliminary studies support a more characterized product with better uniformity and potential for
improved potency.

Cytori Therapeutics is an example of a later-stage cell therapy company with an innovative technology platform that
is based on the use of human adipose tissue as the raw material to develop cellular therapy models. Cytori was the
first company to introduce a technology platform that uses cells from adipose tissue. It is focused on the
development of autologous cell therapies from adipose tissue to treat a variety of medical conditions. Its product
development pipeline covers a broad spectrum of therapeutic areas including orphan and rare diseases,
genitourinary disorders, orthopedics, cardiovascular disease, and acute and chronic wound care. Having said that,
non-significant results in Phase Il studies at the clinical trials are in part the result of the lack of selection and
heterogeneity of the adipose-derived stem cell products.

In summary, the market opportunities are extensive, but should be carefully considered for adipose tissue-derived
stem cells prior to selecting an indication. Physicians must see a viable revenue stream from the use of fat tissue-
derived stem cell products compared to other products they are using, in terms of price and physician
"time". Reimbursement and hospital compensation are also important issues to address (cosmetic products are not
reimbursed). Cellect will need to strategically address these issues in order to prove the superiority of its products
and penetrate new customer niches and geographies, choosing its indications for treatment in accordance. To wit,
we include this economic potential in our model.

Shttps://www.fda.gov/downloads/BiologicsBloodVaccines/GuidanceComplianceRegulatoryInformation/Guidances/CellularandGeneTherapy/UC
M585403.pdf
*https://www.fda.gov/downloads/BiologicsBloodVaccines/GuidanceComplianceRegulatoryInformation/Guidances/CellularandGeneTherapy/UC
M585403.pdf (pg 18-19)
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Orphan Drug Status to Cellect’s ApoGraft™ for Acute and Chronic GvHD

On September 5, 2017 Cellect announced that the FDA had granted Orphan Drug Status to Cellect’s ApoGraft™ for
both Acute and Chronic GvHD. Orphan drug designation is a regulatory path that includes tax credits related to clinical
trial expenses, an exemption from the FDA user fee, FDA assistance in clinical trial design, an accelerated path to
market and potential market exclusivity for seven years following approval.

Cellect continues with its ongoing trial of stem cells transplant procedure using its ApoGraft™ technology in Phase I/II
clinical trials for the prevention of GvHD in blood cancer patients. In this trial, the company is testing allogeneic stem
cells transplanted from mobilized peripheral blood of a matched related donor with the primary objective of assessing
the safety and efficacy of the ApoGraft product. Completion of enrollment is expected by Q1-2018 followed by
another 6 month follow-up period after transplantation, with an estimated completion by Q3-2018.

To conclude, the company is on track to meet its clinical and strategic goals. We assume this progress will
accelerate capital raising and out licensing deals, allowing Cellect to advance the development of its technological
platform, using fat-derived stem cells to target new markets such as aesthetic and orthopedic indications.

To wit, should the company also show positive results in its ongoing trial (ApoGraft POC final results estimated in
Q3-2018), it will generate additional economic potential for the company’s share. We estimate the company’s
equity value at $101.4M (higher from our previous valuation of $86.3M); the price target ranges between $15.40
and $18.70; a mean of $16.90.

Cellect’s expected upcoming events are displayed below:

Project Event Significance  Timeline \
ApoGraft POC interim High Q4/2017
results

ApoGraft Completion of Medium Q1/2018
ApoTainer prototype
ApoGraft POC final High Q3/2018
results

Below is the stock overview YTD (Source: Yahoo Finance):
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Appendix - Financial Reports

Balance Sheet ($000s)

Current Assets: 31.12.2016 30.09.17

Cash and cash equivalents 1,633 6,396

Short term deposits 5,113 -

Marketable securities 1,300 2,833

Accounts receivable 380 284

Total Current Assets 8,426 9,513

Non-Current Assets

Restricted cash 36 87

Other long term assets 0 27

PPE, net 357 360

Total Assets 8,819 9,987

Current Liabilities

Trade payables 364 575

Other accounts payable 542 368

Non Traded Warrants to ADS 0 693

Non-Current Liabilities

Traded Warrants to ADS 504 2,443

Total Liabilities 1,410 4,079

Total Equity 7,409 5,908

Total Liabilities 8,819 9,987
Statement of Profit and Loss ($000s)
Reporting Period (ending): 31.12.2015 31.12.2016 | 30.09.16  30.09.17
Research and development expenses 1,517 2,147 1,494 2,295
General and administrative expenses 1,082 2,072 1,735 2,699
Other Income 0 73 -78 0
Total Operating expenses 2,598 4,146 -78 4,994
Operating loss 2,598 4,073 3251 4,994
Financial expenses due to warrants exercisable into ADS 1 172 148 1,933
Other financial expenses (income), net 20 9 55 116
Total loss 2,618 3,910 3,454 7,043
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Disclaimers, disclosures, and insights for more responsible investment decisions

Definitions: "Frost & Sullivan" — A company registered in California, USA with branches and subsidiaries in other regions, including in Israel, and
including any other relevant Frost & Sullivan entities, such as Frost & Sullivan Research & Consulting Ltd. ("FSRC"), a wholly owned subsidiary of
Frost & Sullivan that is registered in Israel — as applicable. "The Company" — The company that is analyzed in a report; "Report", "Research Note"
or "Analysis" — The content, or any part thereof where applicable, contained in a document such as an Equity Research report and/or any other
previous or later document authored by "Frost & Sullivan", regardless if it has been authored in the frame of the "Analysis Program", if included in
the database at www.frost.com and regardless of the Analysis format-online, a digital file or hard copy; "Invest", "Investment" or "Investment
decision" — Any decision and/or a recommendation to Buy, Hold or Sell any security of The Company.

The purpose of a Report is to enable a more informed investment decision. Yet, nothing in a Report shall constitute a recommendation or
solicitation to make any Investment Decision, so Frost & Sullivan takes no responsibility and shall not be deemed responsible for any specific
decision, including an Investment Decision, and will not be liable for any actual, consequential, or punitive damages directly or indirectly related to a
Report. Without derogating from the generality of the above, you shall consider the following clarifications, disclosure recommendations, and
disclaimers. The Report does not include any personal or personalized advice as it cannot consider the particular investment criteria, needs,
preferences, priorities, limitations, financial situation, risk aversion, and any other particular circumstances and factors that shall impact an
investment decision.

Frost & Sullivan makes no warranty nor representation, expressed or implied, as to the completeness and accuracy of the Report at the time of any
investment decision, and no liability shall be attached thereto, considering the following among other reasons: The Report may not include the most
updated and relevant information from all relevant sources, including later Reports, if any, at the time of the investment decision, so any investment
decision shall consider them; The Analysis considers data, information and assessments provided by the company and from sources that were
published by third parties (however, even reliable sources contain unknown errors from time to time); The methodology aims to focus on major
known products, activities and target markets of the Company that may have a significant impact on its performance as per our discretion, but it
may ignore other elements; The Company was not allowed to share any insider information; Any investment decision must be based on a clear
understanding of the technologies, products, business environments, and any other drivers and restraints of the company performance, regardless
if such information is mentioned in The Report or not; An investment decision shall consider any relevant updated information, such as the
company’s website and reports on Magna; Information and assessments contained in The Report are obtained from sources believed by us to be
reliable (however, any source may contain unknown errors. All expressions of opinions, forecasts or estimates reflect the judgment at the time of
writing, based on the Company’s latest financial report, and some additional information (they are subject to change without any notice). You shall
consider any previous Reports and the entire analysis contained in the Reports. No specific part of a Report, including any summary that is
provided for convenience only, shall be considered for any investment decision. In case you perceive a contradiction between any parts of Report
or Reports, you shall avoid any investment decision before such contradiction is resolved.

Risks, valuation, and projections: Any stock price or equity value referred to in The Report may fluctuate. Past performance is not indicative of
future performance, future returns are not guaranteed, and a loss of original capital may occur. Nothing contained in The Report is or should be
relied on as, a promise or representation as to the future. The projected financial information is prepared expressly for use herein and is based
upon the stated assumptions and Frost & Sullivan's analysis of information available to them towards the time of writing. There is no
representation, warranty, or other assurance that any of the projections will be realized. The Report contains forward-looking statements, such as
"anticipate", "continue”, "estimate”, "expect", "may", "will", "project”, "should", "believe" and similar expressions. Undue reliance should not be
placed on the forward-looking statements because there is no assurance that they will prove to be correct. Since forward-looking statements
address future events and conditions, they involve inherent risks and uncertainties. Forward-looking information or statements contain information
that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown
risks, uncertainties and other factors which may cause the actual results to be materially different from current projections. Macro level factors that
are not directly analyzed in the Report, such as interest rates and exchange rates, any events related to the eco-system, clients, suppliers,
competitors, regulators, and others may fluctuate at any time. An investment decision must consider the Risks described in the Report and any
other relevant Reports, if any, including the latest financial reports of the company. R&D activities shall be considered as high risk, even if such risks
are not specifically discussed in the Report. Any investment decision shall consider the impact of negative and even worst case scenarios. Any
relevant forward-looking statements as defined in Section 27A of the Securities Act of 1933 and Section 21E the Securities Exchange Act of 1934
(as amended) are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995

The named analysts responsible for this Report certify that the views expressed in the Report accurately reflect their personal views about the
Company and its securities and that no part of their compensation was, is, or will be directly or indirectly related to the specific recommendation
or view contained in the Report. Neither said analysts nor Frost & Sullivan trade or directly own any securities in the company. . An agreement
has been signed between Cellect and FSRC including a direct payment and guarantees to FSRC, total of 40K USD for the agreed scope and
duration of coverage - in advance of this Report's publication to increase Frost & Sullivan's independence.

Frost & Sullivan relies upon a "publishers' exclusion" as per the definition of "investment adviser" under Section 202(a)(11) of the Investment
Advisers Act of 1940 and corresponding state securities laws. Frost & Sullivan does not offer or provide personalized advice but publishes
information about companies of interest to our readers. Any analysis or information that we provide is not intended to serve as a personalized
advice nor as a solicitation to any investment decision.

© 2017 All rights reserved to Frost & Sullivan and Frost & Sullivan Research & Consulting Ltd. Any content, including any documents, shall not be published, lent, reproduced, quoted or resold
without the written permission of these companies.
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