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Item 1.01. Entry into a Material Definitive Agreement.
Exchange Agreements

On June 11, 2010, International Stem Cell Corporation, a Delaware corporation (the “Company”) entered into an Exchange Agreement (the “Socius Exchange
Agreement”) with Socius CG II, Ltd. (“Socius”) under which the Company and Socius agreed to exchange all of the Series F Preferred Stock previously issued to
Socius pursuant to the Preferred Stock Purchase Agreement between the Company and Socius dated May 4, 2010 (the “Socius Preferred Stock Agreement”) for all
of the promissory notes of Socius issued to the Company in connection with that transaction as payment for shares of the Company’s Common Stock issued to
Socius upon exercise of warrants and a $2.5 million promissory note issued in partial payment for the Socius Series F Preferred Stock (the “Socius Notes”). As part
of the exchange transaction, the Company agreed to waive all accrued interest on the Socius Notes and Socius agreed to waive all accrued dividends and redemption
premiums on the Socius Series F Preferred Stock. The terms of the Preferred Stock Purchase Agreement are described in item 1.01 of the Company’s Form 8-K
filed May 5, 2010.

In addition, on June 11, 2010, the Company entered into an Exchange Agreement (the “Optimus Exchange Agreement”) with Optimus Capital Partners, LLC
and an affiliate (“Optimus”) under which the Company and Optimus agreed to exchange all of the Series E Preferred Stock previously issued to Optimus pursuant to
the Preferred Stock Purchase Agreement between the Company and Optimus dated June 30, 2009 (the “Optimus Preferred Stock Agreement”) for all of the
promissory notes of Optimus (the “Optimus Notes”) issued to the Company in connection with that transaction as payment for shares of the Company’s Common
Stock issued to Optimus upon exercise of warrants. As part of the exchange transaction, the Company agreed to waive all accrued interest on the Optimus Notes
and Optimus agreed to waive all accrued dividends and redemption premiums on the Optimus Series E Preferred Stock. The terms of the Preferred Stock Purchase
Agreement are described in item 1.01 of the Company’s Form 8-K filed July 6, 2009.

As a result of these two exchange transactions, all of the Company’s obligations under previously outstanding Series E Preferred Stock and Series F Preferred Stock
(which collectively had (i) liquidation preferences of $15 million senior to the shares of the Company’s Common Stock, (ii) redemption premiums that started at
26% of the liquidation preference and (iii) $1.5 million in compounding dividend payments), have been retired and the Company no longer holds any promissory
notes of either Socius or Optimus. Because the parties to these exchange transactions determined that the instruments and rights being exchanged were of equivalent
value, neither party paid any cash to the other party to the exchange transaction.
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