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Item 4.02 Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.

On August 15, 2011, the Audit Committee of the Board of Directors of International Stem Cell Inc., (the “Company”), determined that the Company’s financial
statements for the quarter ended March 31, 2011, as included in the previously filed report on Form 10-Q should no longer be relied upon because the amount
accrued for marketing expenses in that quarter was understated. The amount of the correction is $154,983.

The Company plans to restate its financial statements for the period March 31, 2011 and will amend the quarterly Report on Form 10-Q for the quarter ended
March 31, 2011, which it expects to file on Monday August 15, 2011. The Company also expects to file the quarterly Report on Form 10-Q for the quarter ended
June 30, 2011 shortly thereafter.

The restatement results from the Company’s review during the second quarter of 2011 of the accounting implications associated with a Term Sheet that was in
place during the first quarter. The Company signed a Term Sheet in late 2010 pursuant to which a third party marketing organization would assist in marketing the
products of the Company’s wholly-owned subsidiary, Lifeline Skin Care, LLC. to various proprietary mailing lists. As part of the Term Sheet, a test phase would
take place where SkinCare would pay 40% on any net profits as defined in the Team Sheet. While the parties had been in discussion about potential revisions to the
terms of their arrangement, they did not reach final agreement on any amendments and the Company did not accrue any marketing expenses related to net profits
recognized in the first quarter. Such expenses that should have been accrued were later determined and a correction of $154,983 was made for the first quarter
2011. The Company has determined to restate the results of operations for the first quarter to include this correction of $154,983 of expenses. Additional
information about the restatement and steps that the Company is taking to enhance its controls and procedures is contained in the amended Form 10-Q for the first
quarter of 2011, which is being filed concurrently with this Report on Form 8-K.

The Company’s Audit Committee of the Board of Directors has discussed the matters contained in this Item 4.02 Form 8-K with the Company’s independent
registered public accounting firm.
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