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PART | — FINANCIAL INFORMATION
Item 1. Financial Statements

Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Consolidated Balance Sheets

ASSETS
Current assel
Cash and cash equivalel
Receivable!
Inventory
Prepaid expenses and other current a:
Total current asse
Property and equipment, r
Deferred loan costs, n
Other asset
Total asset

LIABILITIES AND SHAREHOLDERS ' DEFICIT
Current liabilities
Accounts payabl
Accrued expenses and other current liabili
Deferred revenu
Notes payabl— current
Total current liabilities
Deferred ren
Subordinated related party lo
Note payable— long term
Total liabilities

Commitments and contingenci

Shareholdel' deficit

Preferred stock ($0.001 par value) 5,000,000 shartsorized; none issued and outstant
Common stock ($0.001 par value) 75,000,000 sharémazed; 17,554,627 and 15,739,196
shares issued and outstanding as of June, 30,&2@DPecember 31, 2008, respectiv

Additional paic-in capital

Deficit accumulated during the development st
Total shareholde’ deficit
Total liabilities and sharehold¢ deficit

June 30, December 31,
2009 2008
(Unaudited
§ 20,07t ¢ 50,09:
7,99¢ 57,25¢
274,96¢ 395,03
201,91: 723,88
504,94¢ 1,226,26!
190,90: 281,10°
863,24 278,94!
68,85« 68,85«
¢ 1,627,94 $ 1,855,17.
¢ 2,260,83 $ 1,700,84.
5,490,71. 4,970,51!
465,28t 465,28t
5,943,43. 7,898,96!
14,160,26 15,035,60
5,99¢ 11,14
3,000,00! —
— 1,044,47.
17,166,26 16,091,21
17,55¢ 15,73¢
84,721,28 82,532,74
(100,277,15) (96,784,53)
(15,538,31) (14,236,04)
§ 1,627,94 $ 1,855,17.

The accompanying notes are an integral part okthessolidated financial statements.
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Consolidated Statements of Operations



Cumulative

Period from
For the Three-Month Period For the Six-Month Period Augtjds;t:éz(,)f1999
Ended June 30, Ended June 30, inception) to
June 30,
2009 2008 2009 2008 2009
(Unaudited) (Unaudited)
Revenue: $ 97,79 ¢ 16,78¢ $ 206,88 $ 42,78 & 991,75¢
Cost of sale 63,48/ 4,521 112,78: 7,64¢ 438,14.
Gross profil 34,311 12,26 94,10« 35,13¢ 553,61¢
Development revenue — 15,00( — 76,50( 117,50(
Expenses
Research and developm 415,33( 1,477,63 1,041,69: 2,835,69. 63,909,07
Marketing, general and administrati 472,15: 1,876,44. 1,119,03. 2,948,71. 29,623,83
Depreciation and amortizatic 44,90¢ 45,92! 90,20¢ 91,54¢ 707,21(
Total expense 932,39( 3,399,99 2,250,93. 5,875,95. 94,240,12
Loss from operation (898,079 (3,372,73) (2,156,82) (5,764,31) (93,569,00)
Interest incomt 6 8,25¢ 16 42,20: 762,26¢
Interest expens (778,129) (496,87 (1,335,80) (1,430,28) (7,470,41)
Net interest expens (778,12() (488,619 (1,335,79) (1,388,08) (6,708,14)
Loss before income taxi (1,676,19) (3,861,35) (3,492,61) (7,152,39) (100,277,15)
Income taxe: — — — — —
Net loss $(1,676,19) $(3,861,35) $(3,492,61) $(7,152,39) $(100,277,15)
Loss per shar— basic and dilute § (010 ¢ (0.29) _§ (0.2) _% (0.59)
Weighted average shares outstan— basic
17,260,86 14,447,13 16,596,24 14,150,98

and dilutec

The accompanying notes are an integral part oktheasolidated financial statements.
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Consolidated Statement of Shareholders’ Deficit
(Unaudited)

Common Stock

Balance as of December 31, 20(
Exercise of stock optior

Stocl-based compensatic

Issuance of warrants in connection with n¢
payable

Issuance of warrants as a loan fee paid to offi

Issuance of common sto

Common stock issued in exchange for serv

Common stock issued in connection with the
issuance of note payak

Common stock issued upon the conversion of
note payabl

Net loss

Balance as of June 30, 20C

Deficit
Accumulated
Additional During the
Paid-in Development
Shares Amount Capital Stage Total

15,739,19  $15,73¢  $82,532,74 $ (96,784,53)  $(14,236,04)
71,25( 71 41,96( — 42,03:
— — (47,750) — (47,750)
— — 974,63¢ — 974,63¢
— — 133,53: — 133,53:
1,127,76 1,12¢ 650,87 — 652,00(
45,00( 45 45,85t — 45,90(
200,00( 20C 189,80: — 190,00:
371,41 372 199,62¢ — 200,00(
— — — (3,492,61)) (3,492,61)
17,554,62  $17,55!  $84,721,28 $(100,277,15) _$(15,538,31)




The accompanying notes are an integral part oktbessolidated financial statements.
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Consolidated Statements of Cash Flows

Cumulative
Period from
For the Six-Month Period Ended 1338“&;:'0]:
June 30, inception) to
June 30,
2009 2008 2009
(Unaudited) (Unaudited)
Cash flows from operating activities
Net loss $(3,492,61) $(7,152,39) $(100,277,15)
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 90,20¢ 91,54¢ 707,21(
Bad debt expens — — 165,00(
Discount on convertible de 200,00( — 200,00(
Amortization of warrants issued in exchange foetises and intellectual
property — — 5,413,15!
Amortization of warrants issued in connection witlites payabl 337,65¢ 561,75 3,508,96.
Amortization of loan cost 78,61¢ 257,91¢ 1,007,35!
Warrants granted as a loan fee to offic 133,53: — 133,53:
Warrants issued in exchange for servi — — 285,65¢
Equity instruments issued in connection with setdat agreemet — — 3,381,62!
Common stock issued in exchange for serv 45,90( 87,20( 1,322,91
Common stock issued in exchange for distributights and intellectus
property — — 99,99’
Stock-based compensatic (47,75() 1,071,541 8,871,96!
Changes in assets and liabilit
Receivable: 49,26¢ (2,228 (7,999
Inventory 120,06° (3,779 (274,96
Prepaid expenses and other current a 521,96¢ (2,067,41) (201,91)
Other asset 40,00( 2,29¢ (28,859
Accounts payabl 534,06: (22,93) 2,225,20!
Accrued expenses and deferred | 475,05: 401,81 5,834,49
Deferred revenu — (61,500 465,28’
Net cash used in operating activit (914,049 (6,835,171 (67,168,50)
Cash flows from investing activities
Acquisitions of property and equipme — (17,560) (898,11)
Net cash used in investing activiti — (17,560 (898,11)
Cash flows from financing activities
Proceeds from (payments for) initial public offeriof common stock, n¢ — 4,236,65: 1,447,82!
Proceeds from private placements of common stoet 652,00( — 58,264,55
Proceeds from exercise of stock optis 42,03: — 302,14
Proceeds from notes payal 190,00: — 11,390,00
Proceeds from subordinated related party 3,000,00! — 3,000,00!
Payment of notes payat (3,000,001 (808,86¢) (5,256,56)
Payment of loan cos = (187,219 (1,061,27)
Net cash provided by financing activiti 884,03: 3,240,56! 68,086,68

Net increase (decrease) in cash and cash equivale (30,01¢) (3,612,16) 20,07¢



Cash and cash equivalents, beginning of pe 50,09: 5,492,15 —

Cash and cash equivalents, end of pe § 20,07 $1,879,99 § 20,07¢
Disclosures of cash flow information:

Interest paic ¢ 5,36¢ $ 282,79¢ & 862,45(
Income taxes pai $ — ¢ — § —

The accompanying notes are an integral part oktheasolidated financial statements.
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Notes to Consolidated Interim Financial Statements
(Unaudited)

1. Organization and Summary of Significant AccountingPolicies

Organization and Business

Bioheart, Inc. (the “Company’iy committed to delivering intelligent devices aidlogics that help monitor, diagnose and treattfasure
and cardiovascular diseases. Its goals are to wepaopatiens quality of life and reduce health care costs hosbitalizations. Specific
biotechnology, the Company is focused on the disggwdevelopment and, subject to regulatory appr@emmercialization of autologous ¢
therapies for the treatment of chronic and acutthgamage. MyoCell® is an innovative clinical mlesgerived cell therapy designed
populate regions of scar tissue within a patehgart with new living cells for the purpose opimving cardiac function in chronic heart fail
patients. The Comparg/’pipeline includes multiple product candidates thoe treatment of heart damage, including Bioh&amite Cel
Therapy, an autologous, adipose tissue-derivedregitment for acute heart damage, and MyoCell®-&Pd-therapy utilizing autologous ct
that are genetically modified to express additigratentially therapeutic growth proteins. The Compwas incorporated in Florida on Aug
12, 1999.

Development Stage

The Company has operated as a development stagiprese since its inception by devoting substalgtiall of its effort to raising capite
research and development of products noted aba,daveloping markets for its products. Accordinglye financial statements of -
Company have been prepared in accordance with dbeuating and reporting principles prescribed bgt&nhent of Financial Accounti
Standards (“SFAS”) No. 7Accounting and Reporting by Development Stage Brisers(“SFAS No. 77),issued by the Financial Account
Standards Board (“FASB”).

Prior to marketing its products in the United Statthe Companyg’ products must undergo rigorous preclinical amuicgl testing and ¢
extensive regulatory approval process implementethé Food and Drug Administration (“FDAgnd other regulatory authorities. There
be no assurance that the Company will not encowrtgslems in clinical trials that will cause the rGpany or the FDA to delay or susp
clinical trials. The Companyg’ success will depend in part on its ability tocassfully complete clinical trials, obtain necegsargulaton
approvals, obtain patents and product license gjghiiintain trade secrets, and operate withouingifig on the proprietary rights of othe
both in the United States and other countries. 8hemn be no assurance that patents issued toemrséd by the Company will not
challenged, invalidated, or circumvented, or ti&t tights granted thereunder will provide propmgtarotection or competitive advantage
the Company. The Company will require substantilife capital in order to meet its objectives. Tmmpany currently has no commit
sources of capital. The Company will need to seddstantial additional financing through public axdgrivate financing, and financing nr
not be available when the Company needs it or nohp@ available on acceptable terms.

Basis of Presentation

The accompanying unaudited consolidated interinarfaial statements have been prepared pursuanetoutbs and regulations of -
Securities and Exchange Commission (the “SHGyeporting of interim financial information. Fawrant to such rules and regulations, ce
information and footnote disclosures normally imgd in financial statements prepared in accordavitie accounting principles genere
accepted in the United States have been condengexitbed.



Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Notes to Consolidated Interim Financial Statements— (Continued)
(Unaudited)

In the opinion of management, the accompanying diteadi consolidated interim financial statementstioé Company contain .
adjustments (consisting of only normal recurrinfuatinents) necessary to present fairly the findrmigition of the Company as of June
2009, the results of its operations for the six-thgoeriods ended June 30, 2009 and 2008 and itsfleags for the sixmonth periods end
June 30, 2009 and 2008. The results of operatiodsash flows for the simronth period ended June 30, 2009 are not necgssatitative o
the results of operations or cash flows which maydported for future periods or for the year egdiecember 31, 2009.

The accompanying unaudited consolidated interinarfoial statements include the accounts of Biohdad, and its whollyswnec
subsidiaries. All intercompany transactions armiglated in consolidation.

The accompanying unaudited consolidated interirarfaial statements and notes thereto should beimeaahjunction with Managemenst’
Discussion and Analysis of Financial Condition daebsults of Operations contained in this report tedaudited financial statements for
year ended December 31, 2008 and the notes thacdtided in the Compar's Annual Report on Form 1R-for the year ended December
2008.

Reverse Stock Split

On August 31, 2007, the Company’'s Board of Directapproved a 1-for-1.6187 reverse stock split ef@ompanys capital stock, whic
became effective on September 27, 2007. All shamebers and per share amounts contained in the lodaigal financial statements have b
retroactively adjusted to reflect the reverse stepht. In lieu of issuing fractional shares of ckaresulting from the reverse stock split,
number of shares held by each shareholder followirgeverse stock split was rounded up to theas¢arhole share.

Initial Public Offering

On February 22, 2008 (the “Closing Date”) the Compaompleted its initial public offering of commatock (the “IPO")pursuant t
which it sold 1,100,000 shares of common stock pitie per share of $5.25, for net proceeds of @pprately $1.45 million after deducti
underwriter discounts of approximately $400,000 affdring costs of approximately $3.92 million. TBempanys common stock commenc
trading on February 19, 2008 on the NASDAQ Globalrkét under the symbol “BHRTAnd subsequently transferred to the NASDAQ Ce
Market in June 2008.

The Consolidated Statement of Cash Flows for thertqu ended June 30, 2008 reflects the Comparsceipt of approximately $4.
million of “Proceeds from (payments for) initial Iplic offering of common stock, netThe $4.24 million cash proceeds figure is approxaty
$2.79 million higher than the $1.45 million IPO n@ibceeds figure identified above due to paymen$2B2 million of various offerir
expenses prior to January 1, 2008.

The net cash proceeds from the IPO were primasgduor commencement of fudtale enrollment in a planned clinical trial of Mll,
milestone payments due under licensing agreemepayment of a portion of certain debt obligatiang general corporate purposes.

On the Closing Date, the Company issued to Dawaored Securities, Inc. a warrant to purchase 7&B8fes of its common stock with
exercise price of $6.5625 per share. Dawson Jareesrifies, Inc. acted as the representative ofstheeral underwriters of the IPO. ~
warrant, which became exercisable on the firstvarsary of the date of issuance, expires on Octdb2012.
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Notes to Consolidated Interim Financial Statements— (Continued)
(Unaudited)

NASDAQ Delisting

On October 15, 2008, the Company received notificafrom The NASDAQ Stock Market indicating thatettCompany was not
compliance with certain of the NASDAQ Capital Matrkentinued listing requirements, including a minim $35 million market value of



listed securities. The Company was permitted udtvvember 14, 2008, to regain compliance with the@imium market value of list
securities requirement. On November 17, 2008, thie@any received a NASDAQ Staff Determination intdiog that the Company had fai
to regain compliance with the $35 million minimurarket value of listed securities requirement, dmat the Companyg securities wer
therefore, subject to delisting from The NASDAQ @GalpMarket. The Company appealed the Staff Deteatidon and requested a hea
before a NASDAQ Listing Qualifications Panel (theahel”) to review the Staff Determination. Thisystd the delisting of the Compansy’
securities pending the Panel’s decision.

On February 25, 2009, the Company received notifinafrom The NASDAQ Stock Market of its determiiwett to discontinue tt
Company’s NASDAQ listing effective February 27, 200

On May 13, 2009, the Company’s common stock wascmgpl for quotation on the Over-The-Counter Bufid®bard.
Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptedhi@ United States of America requ
management to make estimates and assumptionsffiettthe reported amounts of assets and lialslittend the disclosure of contingent as
and liabilities as of the date of the financiatetaents, and the reported amounts of revenuesxgehses during the reporting periods. Ac
results could differ from those estimates.

Fair Value of Financial Instruments

Fair value estimates, assumptions and methods tesetimate the fair value of the Companyinancial instruments are made
accordance with the requirements of SFAS No. Ti3closures about Fair Value of Financial InstruntenThe Company has used avail:
information to derive its estimates. However, baeathese estimates are made as of a specific ipdime, they are not necessarily indica
of amounts the Company could realize currently. Tike of different assumptions or estimating methody have a material effect on
estimated fair value amounts. The fair value ohceguivalents, receivables, accounts payable aod &rm debt approximate their carry
amounts due to their short term nature. The cagryalue of longterm debt consisting of a note payable approximédedsalue as of June @
2009 and December 31, 2008, based on the time tirityainterest rate environment and borrowingsatvailable to the Company.

Inventory

Inventory consists of raw materials and finisheddpict. Finished product consists primarily of firesl catheters. Cost of finished prod
consisting of raw materials and contract manufaafucosts, is determined by the first-in, fimit (FIFO) method for valuing inventories. Ct
of raw materials are determined using the FIFO prktinventory is stated at the lower of costs orkag(estimated net realizable value).

Inventory consisted of the following at June 3002@nd December 31, 2008:
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Notes to Consolidated Interim Financial Statements— (Continued)

(Unaudited)
June 30, December 31
2009 2008
Finished produc $218,21:  $338,28(
Raw materials 56,75« 56,75¢
Total inventory $274,96¢  $395,03¢

Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets at Deceent831, 2008, mainly consisted of upfront paymentsnaer an agreement with the
contract research organization that the Company wasltilizing for its Marvel Clinical Trials, and paym ents on corporate insuranc
policies. At June 30, 2009, all the prepayments titie contract research organization were recoveredand prepaid expenses and oth
current assets included a down payment to a venddor Clinical Trial equipment, and payments on corpaate insurance policies.

Deferred Loan Costs



Deferred loan costs consist principally of legatl doan origination fees incurred to obtain $10 imillin loans in June 2007 and the
value of warrants issued in connection with thentoal'hese deferred loan costs are being amortzé@udrest expense over the terms of
respective loans using the effective interest na¢¢hod. At June 30, 2009 and December 31, 2008Ctmepany had net deferred loan cos
$863,244 and $278,945, respectively. For the Sixthwended June 30, 2009 and for the six monthededdne 30, 2008, the Comp
recorded $749,802 and $819,677, respectively, tef@ést expense related to the amortization of dedeloan costs, which included $471,
and $561,757, respectively, related to the faingalf warrants issued in connection with the loans.

Stock Options and Warrants

On January 1, 2006, the Company adopted the pomgsif SFAS No. 123 (revised 2008hare-Based PaymefiEFAS No. 123R")usin¢
the modified prospective transition method. SFAS M23R requires the Company to measure all shased payment awards granted |
January 1, 2006, including those with employeesaiatvalue. Under SFAS No. 123R, the fair valuestiick options and other equibase!
compensation must be recognized as expense itatgerents of operations over the requisite sepgred of each award.

Sharebased awards granted subsequent to January 1,a280Q&lued using the fair value method and compiemsaxpense is recogniz
on a straightine basis over the vesting period of the awardsgiBning January 1, 2006, the Company also begaognézing compensatis
expense under SFAS No. 123R for the unvested pertyd outstanding shatesed awards previously granted under its stodkmplans, ove
the periods these awards continue to vest.

The Company accounts for certain share-based awimasding warrants, with noamployees in accordance with SFAS No. 123R
related guidance, including EITF Issue No. 96-A8¢ounting for Equity Instruments That Are Issuez@®ther Than Employees for Acquiri
or in Conjunction with Selling Goods or Servicefhe Company estimates the fair value of such dsvasing the Blackcholes valuatic
model at

Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Notes to Consolidated Interim Financial Statements— (Continued)
(Unaudited)

each reporting period and expenses the fair valee the vesting period of the share-based awardhnb generally the period in which
services are provided.

Loss Per Share

Loss per share has been computed based on thetadigherage number of shares outstanding during pexiod, in accordance w
SFAS No. 128Farnings per Share The effect of outstanding stock options and wasawhich could result in the issuance of 7,553 ,aiic
4,906,532 shares of common stock at June 30, 20692608, respectively, is antidilutive. As a resdituted loss per share data does
include the assumed exercise of outstanding stpti&res and warrants and has been presented jowittlybasic loss per share.

2. Going Concern

The accompanying consolidated financial statemleat® been prepared and are presented assumin@tiga@ys ability to continue as
going concern. The Company has incurred significgrgrating losses over the past several years asdatdeficit accumulated during
development stage of $100.3 million as of June2B09. In addition, as of June 30, 2009, the Comizacyrrent liabilities exceed current as
by $13.7 million. Current liabilities include notpayable of $5.9 million. As discussed in Notet& Company also has an obligation o
million to the Companys Chairman and spouse. The Company does not héfigesu cash to support its operations through &wber 200¢
The Company has secured additional sources ofatdpitAugust 2009 to conduct its business and prbdandidates as planned, thro
September 2009.

The Company is seeking substantial additional fiivam through public and/or private financing, whigtay include equity and/or de
financings, research grants, and through othengements, including collaborative arrangementspas of such efforts, the Company r
seek loans from certain of our executive officeiggctors and/or current shareholders. Howeveaniing may not be available to the Comg
or on terms acceptable to the Company. The Compangbility to obtain additional financing would Jeaa material adverse effect on
financial condition and ability to continue opecets. Accordingly, the Company could be forced tmiicantly curtail or suspend operatic
default on its debt obligations, file for bankruptor seek to sell some or all of its assets. Adistite Company continuation as a goi
concern is uncertain.

Due to the Company'’s financial condition, the repafrthe Company’s independent registered publmoanting firm on the Company’
December 31, 2008 consolidated financial statementades an explanatory paragraph indicating these conditions raise substantial di



about the Companyg’ ability to continue as a going concern. The agamying consolidated financial statements do noluge an
adjustments relating to the recoverability andsifasation of asset carrying amounts or the amaunt classification of liabilities that might
necessary should the Company be unable to corgimasgoing concern.

3. Collaborative License and Research/Development Ageenents

The Company has entered into a number of contraotletionships for technology licenses and redearnd development projects. -
following provides a summary of the Company’s sfigaint contractual relationships:

In February 2000, the Company entered into a lieagreement (the “Original License Agreementidh Cell Transplants Internation
LLC (“CTI"). Pursuant to the Original License Agreement, amahgrahings, CTI granted the Company a licensesttain patents related
heart muscle regeneration and angiogenesis folifthef the patents. In July 2000, the Company &1d, together with Dr. Peter K. La
executed an
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Bioheart, Inc. and Subsidiaries
(A development stage enterprise)

Notes to Consolidated Interim Financial Statements— (Continued)
(Unaudited)

addendum to the Original License Agreement, whiofrereded or superseded a number of terms of the Matidiicense Agreement (t
“License Addendum”).

More specifically, the License Addendum providemoag other things:

» The parties agreed that the Company would isswkettenCompany did issue, to CTI a five-year warea@rcisable for 1.2 million
shares of the Company’s common stock at an exepcise of $8.00 per share instead of, as originedigtemplated under the Original
License Agreement, issuing to CTI or Dr. Law 600,8bares of the Comparsy¢tommon stock and options to purchase 600,00@s!m
the Company’s common stock at an exercise pri@&l @0 per share. These share amounts and exeriies go not take into account
any subsequent recapitalizations or reverse stadk.:

» The parties agreed that the Company'’s obligatiquetpCTl a $3.0 million milestone payment wouldtibggered upon the Company’s
commencement of a bona fide U.S. Phase Il humaitalitrial study that utilizes technology claimadder U.S. Patent No. 5,130,141
with FDA approval in the United States, insteadasfpriginally contemplated under the Original lnise Agreement, upon initiation of
an FDA approved human clinical trial study of stebhnology in the United State

In addition, if the Company obtains FDA approvabaihethod of heart muscle regeneration utilizirgghtented technology licensed ut
the Original License Agreement, the Company willrbguired to pay CTI $5 million. Further, the Compavould be obligated to pay CT
royalty of 5% of gross sales of products and sesvithat directly read upon the claims of the lieehpatents. During the course of cer
litigation initiated by Dr. Law against the Comparsee Note 9, the Company learned that CTI, a Teaeelimited liability company, w
administratively dissolved by the Secretary of &tat Tennessee in 2004.

In February 2006, the Company entered into an ekaicense agreement with The Cleveland Cliniariation for various patents to
used in connection with the MyoCell SOFproduct candidate. In exchange for the licerts®,Gompany 1) paid $250,000 upon the closir
the agreement; 2) paid $1,250,000 in 2006; 3) $aB0D,000 in 2008; 4) will pay a maintenance fe&150,000 per year for the duration of
license; 5) will be required to make various mitest payments; and 6) will pay a 5% royalty on tleé sales of products and services
directly rely upon the claims of the patents foe tlirst $300,000,000 of annual net sales and a &9alty for any annual net sales ¢
$300,000,000. The royalty percentage shall be edllny 0.5% for each 1.0% of license fees paid to @her entity. However, the roya
percentage shall not be reduced to less than 2.5%.

Bioheart has signed two amendments associatecdtigtlicense agreement with The Cleveland Clinicrielation. The amended agreen
states that if Bioheart does not complete eachshoitee activity by the expected completion date thenlicense will terminate. As part of
original license agreement, Bioheart gained actessultiple product lines. The amended agreemeatestthat if these products are
included in a Bioheart sponsored clinical trialopio December 31, 2010, Bioheart will lose théntigto those products. On Julyt12009, th
company received notification from the ClevelandniCl that they are terminating the License Agreetrdure to failure to pay the ann
maintenance fee on June 30, 2009. The terminata®s chot release Bioheart from obligations that wextrprior to the effective date
termination or any other obligations it might haueder that Agreement. The company also receivedranmunication from Juvent
Therapeutics (now acting on behalf of the Clevel@tidic for this patent portfolio) that it wouldkié to renegotiate the License Agreement
Bioheart. The Company has developed proprietatynigaes to utilize the art identified in the paterhat are pendini
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In December 2006, the Company entered into an ageewith Tissue Genesis, Inc. (“Tissue Gened@ exclusive distribution rights
Tissue Genesis’ products and a license for vargatents to be used in connection with the BiohAarite Cell Therapy and TGl 1200
product candidates. In exchange for the license,Gbmpany agreed to do the following: 1) issue Uf3,6hares of the Compasytommol
stock at a price of $7.69 per share; and 2) issuareant exercisable for 1,544,450 shares of thag2my’s common stock to Tissue Genes
an exercise price of $7.69 per share, which wamraptres on December 31, 2026. This warrant stedt in three parts as follows: i) 617,
shares vesting only upon the Companguccessful completion of human safety testintheflicensed technology, ii) 463,335 shares ve
only upon the Company exceeding net sales of $1llomior net profit of $2 million from the licenset@chnology, and iii) 463,335 sha
vesting only upon the Company exceeding net sd1&4@0 million or net profit of $20 million from thlicensed technology. Since the ves
of this warrant is contingent upon the achievenoéithe specific milestones, the fair value of thigrrant at the time the milestones are met
be expensed to research and development. In the effan acquisition (or merger) of the Companyhvatthird party, all unvested share
common stock subject to the warrant shall immediatest prior to such event. In addition, the Compavill pay a 2% royalty of net sales
licensed products.

4. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities isbed of the following as of June 30, 2009 and Dawer 31, 2008:

June 30, December 31
2009 2008
License and royalty fee $3,775,00! $3,670,00!
Fees and interest payable to the Guarantors c@dingpan’s loan agreement with Bank
America 1,405,13. 926,62¢
Interest payable on notes paya 161,16! 262,95(
Other 149,41- 110,94(
$5,490,71. $4,970,51.
5. Notes Payable
Notes payable were comprised of the following agusfe 30, 2009 and December 31, 2008:
June 30, December 31,
2009 2008
Bank of America note payable. Terms described b $ 2,000,001 ¢ 5,000,001
BlueCrest Capital Finance note payable. Monthlynpayts of principal and interest
described below 2,943,43. 2,943,43.
Shor-term note payable. Terms described bel 1,000,001 1,000,001
5,943,43. 8,943,43.
Less current portior (5,943,43) (7,898,961
Notes payabl— long term. § 0 _§1.04447

Notes payable at June 30, 2009 mature as follows:

2010 $5,943,43.

$5,943,43.
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Bank of America Note Payabl

On June 1, 2007, the Company entered into a losgeatent with Bank of America, N.A. for an eight rtfgr$5.0 million term loan, to |
used for working capital purposes. The loan ba#egeést at the annual rate of the prime rate pa%1The prime rate was 3.25% and 7.25
December 31, 2008 and 2007, respectively. As cenaiihn for the loan, the Company paid Bank of Aicger fee of $100,000. Effective as
January 31, 2008, the maturity date of the loan exdended until June 1, 2008. As consideratiorttite extension of the maturity date of
loan, the Company paid Bank of America a fee of,880. Effective as of June 1, 2008, Bank of Ame#geeed to extend the maturity dat
the loan until January 5, 2009. As consideratiarttitss extension of the maturity date of the lolie Company paid Bank of America a fe:
$75,000. Effective January 5, 2009, Bank of Ameegeeed to extend the maturity date of the loai dualy 6, 2009. As consideration for t
extension of the maturity date of the loan, the @any owes Bank of America a fee of $50,000 thataigable upon the maturity date of
loan. Effective July 6, 2009, Bank of America agtée extend the maturity of the loan until Janugr2010. As consideration for this exten:
of the maturity date of the loan, the Company o¥ask of America a fee of $25,000 that is payableruthe maturity date of the loan. Un
the terms of the loan, Bank of America is entiledeceive a semannual payment of interest and all outstandingaiped and accrued inter:
by the maturity date.

The Company has provided no collateral for the Idan June 1, 2007, for the Company’s benefit, tbenfanys Chairman of the Boa
and his spouse, certain other members of the CoyrgpBoard of Directors and one of the Company’srehalders (the “Guarantorspyovidec
collateral to guarantee the loan. Except for a $dillion personal guaranty (backed by collaterabyided by the Compang’Chairman and t
spouse, these guarantees are limited to the aellagach provided to the lender.

The Company and Bank of America have agreed witleBfest Capital Finance, L.P., the lender of theeBfest Loan (defined belo
that the Company will not individually make any pasnts dueainder the Bank of America loan while the BlueCiesan is outstanding. F
the Companys benefit, the Guarantors agreed to provide Banknoérica in the aggregate up to $5.5 million ofdarand/or securities to me
these payments.

The Company has agreed to reimburse the Guaranttirinterest at an annual rate of the prime rdtms 5.0% for any and all payme
made by them under the Bank of America loan as a®lto pay them certain cash fees in connectioh thieir provision of collateral
guarantee the loan. Upon entering into the loaragent, the Company issued to each Guarantor sutapurchase 3,250 shares of com
stock at an exercise price of $7.69 per sharedoh 100,000 of principal amount of the loan guteea by such Guarantor. The warrants
a tenyear term and became exercisable one year followiegdate the warrants were issued. Warrants tchpge an aggregate of 216,
shares of common stock were issued to the Guagrftbese warrants had an aggregate fair value,d8%1638, which amount was accoul
for as additional paid in capital and reflectechamponent of deferred loan costs and amortizédt@®st expense over the initial term of
loan using the effective interest method. As disedsbelow, certain of these Guarantors were replecc8eptember 2007. The unamortized
value of the warrants issued to the Guarantorswieaé replaced, which was previously reflected asrmponent of deferred loan costs,
recorded as interest expense in September 2007.

In September 2007, a member of the Company’s Bo&idirectors and two of the Compasyshareholders agreed to provide colla
valued at $750,000, $600,000 and $500,000, resedgtio secure the loan. The collateral providgdhese new Guarantors fully replaced
collateral originally provided by one of the membeaf the Companyg Board of Directors and partially replaced thelatetal originall
provided by another member of the CompanBoard of Directors whose collateral now secu30%00 of the loan. In consideration
providing the collateral, the Company issued tortee Guarantors warrants to
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purchase 3,250 shares of common stock at an eeqrdie of $7.69 per share for each $100,000 aicpal amount of the loan guaranteet
such new Guarantor. The warrants have ayear-term and became exercisable one year follotieglate the warrants were issued. War
to purchase an aggregate of 60,118 shares of thgp&uty's common stock were issued to the new Guarantbeselwarrants had an aggre
fair value of $380,482, which was accounted foadditional paid in capital and reflected as a comamb of deferred loan costs and amort



as interest expense over the initial term of tlamlosing the effective interest method.

In accordance with the provisions of the warrasssiéd to the Guarantors, the aggregate numbeatdsbf common stock underlying s
warrants increased on September 30, 2007 as the @akmerica loan remained outstanding at that dake additional 38,861 warrant sh¢
had an aggregate fair value of $244,463. The pomibthis amount attributed to the Guarantors thate replaced in September 2007
accounted for as additional paid in capital and ediately recorded as interest expense with the irelanaccounted for as additional pair
capital and reflected as a component of deferrad twsts and amortized as interest expense ovaritiad term of the loan using the effect
interest method.

In October 2007, the CompasyChairman and his spouse agreed to provide ati@ddi$2.2 million limited personal guarantee lné 1oat
and pledged securities accounts to backup thigddmpersonal guarantee. The additional collate@liged by the Compang’Chairman ar
his spouse fully replaced the collateral providgddme of the original Guarantors. Accordingly, tempanys Chairman and his spol
personally guaranteed an aggregate of $3.3 mithothe loan. The Company’s agreement with the ComiizaChairman and his spouse v
respect to the additional collateral is substalgtisiimilar to the Compang’ agreement with them in connection with the $1lillian persona
guarantee they originally provided in June 2007cdnsideration for providing the collateral, thengaany issued to the CompasyChairma
and his spouse, a warrant to purchase 81,547 sbhties Companys common stock at an exercise price of $7.69 paresihe warrant ha:
tenyear term and became exercisable one year follothieagiate the warrant was issued. The warrant Hait alue of $516,193, which w
accounted for as additional paid in capital anteotéd as a component of deferred loan costs amdtiaed as interest expense over the ir
term of the loan using the effective interest mdtho

As a result of this replacement of the collaterddioally provided by one of the original Guarargan October 2007, the unamortized
value of the warrant to purchase 81,548 shareBeoCompanys common stock at an exercise price of $7.69 paresissued to that Guarar
was recorded as interest expense in October 200@Qctober 2007, the Company cancelled the warrestiqusly issued to such origil
Guarantor, which warrant included the adjustment/igions discussed above, and, in exchange, igsutttem a warrant to purchase 101,
shares of the Comparsytommon stock at an exercise price of $7.69 pareshwhich new warrant does not contain the adjestrprovision
discussed above. The additional 20,386 warranteshiaad an aggregate fair value of $128,228, whias accounted for as additional pai
capital and immediately recorded as interest expens

In accordance with the provisions of the warrasssied to the Guarantors, the aggregate numbeaodsbf common stock underlying s
warrants increased on June 1, 2008 as the Bankngfrida loan remained outstanding at that date.atltional 78,773 warrant shares ha
aggregate fair value of $168,387. The portion & &mount attributed to the Guarantors that weptaoed in September 2007 was accou
for as additional paid in capital and immediatedgarded as interest expense with the remaindeatew for as additional paid in capital .
reflected as a component of deferred loan coste tamortized as interest expense over the terimeolbtin using the effective interest metl
In the event that as of the second anniversanttdrdianniversary of the closing date of the Ia&we, Company has not reimbursed the
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Guarantors in full for payments made by them inneamion with the loan, the number of shares sultgettte warrants will further increase.

In March 2009, the Comparg/Chairman and his spouse repaid $3.0 million ofcgpal and a pro rata portion of accrued intecgsbehal
of the Company. The Company now owes this $3.0ionilto the Compang’ Chairman and his spouse. This liability is refiécon th
Company’s consolidated balance sheet on a sedaratgtied “Due to related partiesli accordance with the provisions discussed abitwg
amount will accrue interest at an annual rate efpttime rate plus 5.0%.

The amount of interest expense on the principaluanhof the loan for the sirionth periods ended June 30, 2009 and 2008 ti
approximately $79,000 and $181,000, respectivedgsFand interest earned by the Guarantors, whecheaorded as interest expense, fo
six-month periods ended June 30, 2009 and 2008 totgpdoximately $232,000 and $155,000, respectivielierest due on the princiy
amount of the loan has been paid by the Guaramarsf June 30, 2009 and December 31, 2008, thaiahud interest paid by the Guaran
on behalf of the Company totaled approximately $606 and $445,000, respectively, and was includextcrued expenses at those dates.

BlueCrest Capital Finance Note Payab

On June 1, 2007, the Company closed on a $5.0omiflenior loan from BlueCrest Capital Finance, wih a term of 36 months whi
bears interest at an annual rate of 12.85% (thee€Bltest Loan”)The first three months required payment of intecggy with equal principi
and interest payments over the remaining 33 morthonsideration for the loan, the Company issteeBlueCrest Capital Finance, L.F
warrant to purchase 65,030 shares of common stbak axercise price of $7.69 per share. The warrahnich became exercisable one )



following the date the warrant was issued, hasnaytar term. This warrant had a fair value of $833, which was accounted for
additional paid in capital and reflected as a congmd of deferred loan costs and is being amortizeithterest expense over the term of the
using the effective interest method. The Compasg phid the lender a fee of $100,000 to coverelilige and other costs and expenses inc
in connection with the loan. On August 31, 200e8lrest Capital Finance, L.P. assigned its ridlatilities, duties and obligations under
BlueCrest Loan and warrant to BlueCrest Venturafoe Master Fund Limited (“BlueCrest”).

The loan may be prepaid in whole but not in padwiver, the Company is subject to a prepaymentltye@gual to 2% of the outstandi
principal if prepaid during the second year of tban and 1% of the outstanding principal if prepdiding the third year of the loan.
collateral to secure its repayment obligations aritle loan, the Company granted BlueCrest a firgirity security interest in all of tt
Company’s assets, excluding intellectual propettyibcluding the proceeds from any sale of anyhef Companys intellectual property. Tl
loan has certain restrictive terms and covenamisiding among others, restrictions on the Compaabitity to incur additional senior or pari-
passu indebtedness or make interest or principathpats on other subordinate loans.

In the event of an uncured event of default unterlvan, all amounts owed to BlueCrest are immelyiatue and payable and BlueC
has the right to enforce its security intereshi@ assets securing the loan. During the continuahaa event of default, all outstanding amo
under the loan will bear interest (payable on dethah an annual rate of the 14.85%. In additioty, @mpaid amounts are subject, until paic
a service charge in an amount equal to two per@sj of the unpaid amount. Events of default ineludmong others, the Compasyailure
to timely make payments of principal when due, @mmpanys uncured failure to timely pay any other amounting to BlueCrest under t
loan, the Company’s material breach of the reptesiens and warranties contained in the loan agee¢rand the Comparg/default in th
payment
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of any debt to any of its other lenders in exces$190,000 or any other default or breach under agrgement relating to such debt, wl
gives the holders of such debt the right to acegtethe debt.

The amount of interest expense on the principaluarhof the BlueCrest Loan for the sixenth periods ended June 30, 2009 and
totaled approximately $189,000 and $266,000, reigdy.

On January 2, 2009, the Company failed to makentbiethly payment of principal and interest of appmoately $181,000 due on such d
On January 28, 2009, the Company received from@iest notice of this event of default (the “Defantitice”) under the BlueCrest Loan.
reason of the stated event, BlueCrest demanded grayai a 2% late fee of approximately $3,600, thgetwith the principal and inter
payment of approximately $181,000. On February @092 the Company received from BlueCrest noticaafeleration of the outstand
principal amount of the BlueCrest Loan and demarrépdyment in full of all outstanding principal aacdcrued interest on the loan, incluc
late fees, in the aggregate amount of $2,947,04% &cceleration notice, together with the Defbldltice, are referred to as the “Notices”).

The Company and BlueCrest entered into an amendioeht BlueCrest Loan as of April 2, 2009 (the lu@Crest Loan Amendment”
that, among other things, includes BlueCreafjreement to forbear from exercising any ofigists or remedies regarding the defaults desc
in Notices (the “Forbearance”) as long as therenareew defaults under the BlueCrest Loan, as aatend

The BlueCrest Loan Amendment, (a) increases theuatnof permitted unsecured indebtedness of the @omp(b) amended t
amortization schedule for the Loan to provide foterestenly payments until July 1, 2009, at which time by principal and intere
payments of $262,692 will commence, and (c) prasithe Company from granting any lien against riteliectual property and grants
BlueCrest a lien against the Compamniitellectual property that will become effectinethe event of a default. In addition, the Compasye!
BlueCrest a warrant to purchase 1,315,542 sharedompany’s common stock at $0.53 per share.

In connection with the BlueCrest Loan Amendment@ompany paid BlueCrest accrued interest in theeggge amount of $126,077. ~
Company also paid BlueCrest a fee of $15,000.

Effective July 1, 2009, the Company and BlueCregseed to enter into an amendment to the BlueCreahlto amend the amortizat
schedule for the Loan to provide for interesty payments until January 1, 2010, at which tmmenthly principal and interest payment:
$139,728 will commence.

In connection with the most recent BlueCrest LoaneAkdment the Company will issue BlueCrest a waramurchase $600,000 of
Compan’s common shares and pay a fee of $29,



Shori-term Note Payabli

On August 20, 2008, the Company borrowed $1.0 amilfrom a third party pursuant to the terms of asacured Promissory Note :
Agreement. Outstanding principal and interest anltan, which accrues at the rate of 13.5% per mnisi payable in one balloon paym
upon the Companyg’ repayment of the BlueCrest Loan, which is schetitidb mature in May 2010. In the event the Compemypletes
private placement of its common stock and/or séesriexercisable for or convertible into its comnsiock which generates at least $.
million of gross proceeds, the Company may prepathout penalty, all outstanding principal and et due under the loan using the s
type of securities issued in the subject privatc@ient. Because repayment of the loan could ogithin 12 months from the date of
balance sheet, the Company has classified thisdeamort term. Subject to certain conditionshatend of each calendar
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guarter during the time the loan is outstanding,@lmmpany may, but is not required to, pay allror portion of the interest accrued but un,
as of such date with shares of its common stock.

The amount of interest expense on the principaluaof the loan for the period ended June 30, 2089 approximately $68,000. 1
Company has not paid any of the interest accrueet® on the principal amount of the loan.

6. Related Party Transactions

Pursuant to a clinical registry supply agreememérel into in August 2007 with BHK, Inc., the Comgaeceived an upfront payment
$103,000. As of December 31, 2007, the Companynishdompleted all of the cetlulturing services required by the agreement. Basethe
amount of celleulturing services completed as of December 31720 Company recorded $82,000 of the upfront maynas deferre
revenue at December 31, 2007. Of this amount, $8lyfas recognized as revenue in the three monthedeMarch 31, 2008 upon complel
of additional cell-culturing services. In Febru&05, the Company entered into a joint venture exgent with Bioheart Korea, Inc., BHK’
predecessor entity, pursuant to which the CompadyBHK agreed to create a joint venture company koawn as Bioheart Manufacturit
Inc. As of December 31, 2008, the Company owned&% equity interest in Bioheart Manufacturing, Iht.February 2009, the Compasy’
ownership interest in Bioheart Manufacturing, Im@s reduced from 18% to approximately 6% as a refuln investment in Biohei
Manufacturing, Inc. by a third party.

As discussed in Note 5, the Companghairman and his spouse had provided collaterguarantee the Bank of America loan. In Mi
2009, these individuals repaid $3.0 million of ipal and a pro rata portion of accrued interesbehalf of the Company. The Company |
owes this $3.0 million to the Company’s Chairmad &is spouse. This liability is reflected on then@xanys consolidated balance sheet
separate line titled “Subordinated related pargnld This amount will also accrue interest at anush rate of the prime rate plus 5.0%.

In April and May 2009, the Company sold to two mensbof the Board of Directors, in a private placetman aggregate of 965,570 sh.
of the Company’s common stock and warrants to @get289,671 shares of the Compargdmmon stock for aggregate gross cash proce
$535,000.

A cousin of the Company’s Chairman is an officettef Company. The amounts paid to this individisasalary for the sixaonth period
ended June 30, 2009 and 2008 were $54,200 anddR65@spectively. In addition, the Company utilizegrinting entity controlled by tf
individual and paid this entity $22,759 and $3,4@5the six-month periods ended June 30, 2009 &8 2espectively.

The sister-in-law of the Company’s Chairman is #icer of the Company. The amounts paid to thisvitthal as salary for the simontt
periods ended June 3, 2009 and 2008 were $35,80848,000, respectively.

On July 15, 2009, to settle an amount due to theeAsMedical Product Development Centre Inc., iatéid with two Board members, K
Groth and Peggy Farley, Ascent Medical Product Ipreent Centre Inc. accepted options for 203,12&inted Bioheart common shares.

In July 2009, the Company sold to a member of tharB of Directors, in a private placement 140,858ras of the Comparg’commol
stock and warrants to purchase 42,255 shares @dhgany’s common stock for gross cash procee&4@®,000.
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7. Shareholders Equity

As further discussed in Note 1, on February 22 820@ Company completed its IPO pursuant to whisleld 1,100,000 shares of comr
stock at a price per share of $5.25 for net prosesdapproximately $1.45 million after deductingdenwriter discounts of approximat
$400,000 and offering costs of approximately $318iion. The Consolidated Statement of Cash Flowsthe quarter ended June 30, Z
reflects the Company’s receipt of approximately2@4million of “Proceeds from (payments for) initialiblic offering of common stock, net”
The $4.24 million cash proceeds figure is approxélya$2.79 million higher than the $1.45 milliontrproceeds figure identified above du
payment of $2.79 million of various offering expeagrior to January 1, 2008.

8. Stock Options and Warrants

Stock Options

In July 2008, the Board of Directors approved, sabjto shareholder approval, the establishmenthef Bioheart Omnibus Equ
Compensation Plan (the “Omnibus Plan”). The esthbtient of the Omnibus Plan was approved by the @ayip shareholders at the Ann
Meeting of Shareholders held on July 30, 2008. lramsto the Omnibus Plan, the Company may graticesd stock, incentive stock optio
non-statutory stock options, stock appreciatiohtsgdeferred stock, stock awards, performanceeshand other stodkased awards consist
of cash, restricted stock or unrestricted stockarious combinations to the Compasgmployees, directors and consultants. 5,000,086
of common stock have been reserved for issuanceruhéd Omnibus Plan. As of June 30, 2009, no ingnis had been issued under
Omnibus Plan.

In December 1999, the Company adopted two stodkmplans; an employee stock option plan and acttire and consultants stock opt
plan (collectively referred to as the “Stock Optielans”),under which a total of 1,235,559 shares of comntockswere reserved for issual
upon exercise of options granted by the Company2d@1, the Company amended the Stock Option Plarisctease the total shares
common stock reserved for issuance to 1,698,892008, the Company approved an increase of 30&B8fes, making the total 2,007,
shares available for issuance under the Stock @Rlans. In 2006, the Company approved an incret4e081,114 shares, making the t
3,088,898 shares available for issuance under tibek ©ption Plans. The Stock Option Plans providetfie granting of incentive and non-
qualified options. The terms of stock options geantinder the Stock Option Plans are determinethéybmpensation Committee of the B
of Directors at the time of grant, including theegise price, vesting provisions and contractuahtef such options. The exercise prict
incentive stock options must equal at least thevialue of the common stock on the date of gramd, the exercise price of napalified stoc
options may be no less than the per share par.vahesoptions have terms of up to ten years dfierdate of grant and become exercisat
determined upon grant, typically over either thoeéour year periods from the date of grant. Certaitstanding options vested over a geer
period and some vested immediately. As of Jun€809, 720,667 shares remain available for issuander the Stock Option Plans.

A summary of options at June 30, 2009 and actiitsing the six-month period then ended is presebétolw:
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Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term (in years) Value (1)
Options outstanding at January 1, 2! 2,279,61! $5.11
Granted 491,62 $0.7C
Exercisec (71,250) $0.4¢ 30,68¢

Forfeited (356,14) $5.5¢




Options outstanding at June 30, 2( 2,343,85: $4.2F 54 §35,42;
Options exercisable at June 30, 2! 1,912,62 $4.8¢ 4.€ ¢ 7,80¢
Available for grant at June 30, 20 5,720,66

(1) The aggregate intrinsic value represents theuat by which the fair market value of the Compangommon stock exceeds
exercise price of options at June 30, 2009. .Thighted average fair value of options granted ingitxenonth periods ended June 30, 2009
2008 was $0.55 and $2.38 per share, respectivhly tdtal intrinsic value of options exercised ia #ixmonth period ended June 30, 2009
$30,688. There were 71,250 options exercised isithenonth period ended June 30, 2009.

For the six month period ended June 30, 2009, tragany recognized a net reversal of $47,750 irkshased compensation. This amc¢
consisted of $52,042 in stotlased compensation that was included in reseatderelopment expenses, which was offset by aavetrsal c
$99,792 of previously recognized stock-based comsgtiom that was included in marketing, general athhinistrative expenses. For the six-
month period ended June 30, 2008, the Company méxedy $1,071,546 in stodkased compensation costs of which approxim
$91,619represented research and development expadsine remaining amount was marketing, genemlagministrative expense. No
benefits were attributed to the stololised compensation expense because a valuatigraatte was maintained for all net deferred tax a
The Company elected to adopt the alternative medtiazhiculating the historical pool of windfall tdenefits as permitted by FSP No. Si
123R-c,Transition Election Related to Accounting for trexEffects of Share-Based Payment Awaftiss is a simplified method to determ
the pool of windfall tax benefits that is used iet&fmining the tax effects of stock compensatiothim results of operations and cash -
reporting for awards that were outstanding as efatioption of SFAS No. 123R. At June 30, 2009,Gbepany had approximately $320,
of unrecognized compensation costs related to mated options that is expected to be recognizedtbheenext three years.

The following information applies to options outstiing and exercisable at June 30, 2009:

Options Outstanding Options Exercisable

Weighted-
Average Weighted- Weighted-
Remaining Average Average
Contractual Exercise Exercise

Shares Term Price Shares Price

$0.71- $1.28 739,98 5.€ $ 1.0C 373,13: $ 1.1f
$2.83-%4.11 51,70: 2.3 $ 3.0¢ 41,701 $ 2.8¢
$5.25- $5.67 1,412,311 5.8 $ 5.61 1,385,79 ¢ 5.61
$7.69 52,42 7.2 $ 7.6¢ 45,30( $ 7.6¢
$8.47 87,43. 4.1 $ 8.47 66,61 $ 841
2,343,85. 54 $ 4.2t 1,912,62 $ 4.8:
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The Company uses the Bla8choles valuation model to determine the fair valieptions on the date of grant. This model devithe fai
value of options based on certain assumptionseetliat expected stock price volatility, expectedaptife, risk{free interest rates and divide
yield.For the period through March 31, 2009 the @am’'s expected volatility is based on the historicaltility of other publicly trade
development stage companies in the same industinn@ncing April 1, 2009, the Company began calidaits volatility based on actt
fluctuations in its share prices. Prior to Janubr008, the Company estimated the expected terrstdak option grants by review of sim
data from a peer group of companies. The Companptad SAB 110 effective January 1, 2008 and wiplgphe simplified method in SA
107 until enough historical experience is readilgikble to provide a reasonable estimate of threeted term for stock option grants. The risk-
free interest rate assumption is based upon theTWe@sury yield curve appropriate for the ternthef expected life of the options.

For the six-month periods ended June 30, 2009 AA8,2he fair value of each option grant was egtichan the date of grant using the
following weighted-average assumptions.

For the six-month periods ended June 30,

2009 2008



Expected dividend yiel 00.(% 00.(%

Expected price volatilit 104.(% 75.(%

Risk free interest rai 2.4% 3.3%

Expected life of options in yea 6.8 5.1
Stock Warrants

The Company does not have a formal plan in placéhfoissuance of stock warrants. However, at titlesCompany will issue warrants
non-employees or in connection with financing transatdi The exercise price, vesting period, and terthese warrants is determined by
Company’s Board of Directors at the time of isswans summary of warrants at June 30, 2009 and igctiuring the sixmonth period the
ended is presented below:
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Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term (in years) Value
Outstanding at January 1, 2C 2,951,01: $6.6¢
Issuec 2,262,30. .55
Exercisec — —
Forfeited — —
Outstanding at June 30, 20 5,213,322, $4.0C 10.£ $648,74.
Exercisable at June 30, 20 3,336,79 $262 8.C $597,395

In the sixmonth period ended June 30, 2008, the Company dsauearrant to purchase 77,000 shares of its comstock to th
representative of the several underwriters of tbem@any’s IPO, as discussed in Note 1.

For the sixmonth periods ended June 30, 2009 and 2008, wartanpurchase 1,940,223 shares were issued in ciomenith loar
renewals. These warrants resulted in the additfo$9@4,639 in additional interest expense that Wél recognized in future periods.. W
warrants are issued in transactions that requéegbognition of expense, the Company uses thekEBaboles valuation model to determine
fair value of warrants on the date of issuance. CThenpanys expected volatility is based on the historicdhtitity of other publicly trade
development stage companies in the same indudtiy.eXpected life of the warrants is based primamiythe contractual life of the warral
The risk-free interest rate assumption is basea tipe U.S. Treasury yield curve appropriate fortdren of the expected life of the warrants.

The following information applies to warrants oatsting and exercisable atJune 30, 2009:

Warrants Outstanding Warrants Exercisable
Weighted-
Average Weighted- Weighted-
Remaining Average Average
Contractual Exercise Exercise
Shares Term Price Shares Price
$0.53- $0.68 2,150,21. 9.1 $ .54 1,940,222 $0.52
$0.81-$1.09 117,09: 3.C $0.8¢ — § —
$1.90- $2.60 393,40¢ 2.3 $2.0¢ 393,40¢ $2.0¢
$3.60- $4.93 105,00( 4.2 $4.87 100,00( $4.9:
$5.67- $7.69 2,447,60! 13.7 $7.47 903,15¢ $7.0¢

5,213,32. 10.t $4.0C 3,336,79. $2.62



During the six months ended June 30, 2009, the @omssued the following warrants:

Loan Modification and Renew—

» a warrant to purchase 1,315,542 shares of constomk at an exercise price of $0.53. This warveas issued in connection with the
BlueCrest Loan Amendment discussed in Note 5. Tareamt vested immediately upon issuance and expirése tenth anniversary of the
issuance datt

Loan Subordinatio+
a warrant to purchase 451,043 shares of commoh atan exercise price of $0.53. This warrant
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issued in connection with the BlueCrest Loan Ameadntiscussed in Note 5. The warrant vested imntagliapon issuance and expires on
the tenth anniversary of the issuance date. Indanéion convert accounts payable to a promissory not

e a warrant to purchase 173,638 shares of commoik stban exercise price of $0.53. This warrant wessiéd in connection with t
BlueCrest Loan Amendment discussed in Note 5. Taigamt vested immediately upon issuance and expiréke tenth anniversary of
issuance dat¢

Private Placement transaction
Warrants to purchase in aggregate 322,080 sb&resnmon stock were issued during the quartefplésvs:

* 183,672 shares at an exercise price of $0.59
* 26,316 shares at an exercise price of $0.68
« 22,059 shares at an exercise price of $0.82
» 38,823 shares at an exercise price of $0.82
« 18,801 shares at an exercise price of $0.90
12,972 shares at an exercise price of $0.89
* 19,437 shares at an exercise price of $

These warrants were issued in connection with thexfeé Placement discussed in Note |l. These Wsnagst six months after issuance
and expire in three years after issual

9. Legal Proceedings

On March 13, 2009, Judge Bernice Bouie Donald ef tnited States District Court for the Western mistof Tennessee issue(
Memorandum Opinion and Order in litigation brougigainst Bioheart by Dr. Peter K. Law and Cell Tmasts Asia Limited (“CTAL)
(collectively, the “Plaintiffs”), captioned Peter. Kaw, et al. v. Bioheart, Inc., No. 2:07-cv-21 g “Action”). The Action, which has been
subject of previous disclosures by the Company, ezasmenced on March 9, 2007, and asserted claiaiastghe Company and Howart
Leonhardt, individually, with respect to a liceragreement entered into between Bioheart, Inc. aldT@ansplants International, LLC (“CT)”
on February 7, 2000 (the “Original License AgreetfjerPursuant to the Original License Agreement, amathgrothings, CTI granted t
Company a license to certain patents “related tothauscle regeneration and angiogenesis for thefithe patents.in July 2000, Biohea
and CTI, together with Dr. Law, executed an addemtiuthe Original License Agreement, which amenolesuperseded a number of the te
of the Original License Agreement (the “License Addum”).

In their amended complaint, Dr. Law and CTAL ass@éri4 breach of contract and related claims pémgito the Original Licens
Agreement and License Addendum, including, amohgrst claims that the Company had breached oldigatio provide shares of Biohe
common stock to Dr. Law, pay royalties on “grosesaof MyoCell, pay a $3 million milestone paymehte upon Bioheart'scommenceme
of a bona fide Phase Il human clinical trial stutdgt utilizes technology claimed under U.S. Patéat 5,130,141 with FDA approval in 1
United States,” and to refrain from sublicensingiitiffs’ patents. Plaintiffs also sought a declaratory juegtthat the License Addendum \
unenforceable due to a lack of consideration areffonomic duress. At the outset of the Action,ititvidual claim against Mr. Leonhardt v
dismissed along with Plaintiffs’ claim for civil ospiracy, leaving 12 claims to be adjudicated.
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The Company denied the material allegations ofatmended complaint, denied it had any liability teififfs, and asserted a nhumbe
defenses to Plaintiffstlaims, as well as counterclaims seeking a dedaterahat the License Addendum was a legally valdl dinding
agreement and asserting that Dr. Law and/or CTIkdnadched various obligations in the parties’ agreas.

Following the completion of discovery, the Actiomsvtried to the Court, without a jury, from Septemd2—-25, 2008.

On March 13, 2009, the Court rendered its decisidhe Action, dismissing the amended complairgrdiinding that Plaintiffs had failed
establish any of their 12 remaining claims. Witkpect to Plaintiffs’claim for the $3 million milestone payment, the @oiound that th
payment was “payable only to CTliot the Plaintiffs, and that CTI, a dissolved Tesse® limited liability company, had never been mg
party to the Action and therefore was “not propdagfore the Court. The Court also found that, even assuming Plaintiffisld assert a clai
for the milestone payment on behalf of CTI, thermpapt was not due because “BioheailyoCell process does not utilize technology céi
under the “141 patent.” In addition, the Court fduhat Bioheart owed no royalties because it hayetmade any “gross sales” of MyoCell.

The Court found in Bioheasg'favor on its counterclaim seeking a declaratioat the License Addendum was a valid and enfore
agreement and its counterclaim that Dr. Law breadtie obligation under the License Addendum to te\Bioheart with &ll pertinent an
critical information”related to our filing of an IND application witheH=DA. The Court awarded Bioheart nominal damade&l®0 on th
latter counterclaim, and dismissed Bioheadther counterclaims. Judgment upon the Memoran@pimion and Order was entered on M
18, 2009.

Subsequent to the Court rendering its decisiorhé Action, the Plaintiffs filed a motion with theo@rt seeking reconsideration of
decision. The Company’s response was filed on Afjl2009, and the Coustdecision is pending. The parties will have 30sdiagm entry c
a decision on Plaintiff's motion for reconsideratito file a notice of appeal with the United StaBesurt of Appeals for the Sixth Circuit.

There is a risk that the Court may find in favoitleé Plaintiffs upon reconsideration or appeal. Toenpanys current cash reserves are
sufficient to satisfy a significant money judgmémtfavor of the Plaintiffs. The entry of such a gudent would also likely constitute a def:
under the BlueCrest Loan and Bank of America Load bave a significant adverse impact on the Compgafiyancial condition, results
operations and MyoCell commercialization efforts.

Due to the uncertainty related to these proceedmgs potential loss cannot presently be determined

As previously disclosed, on October 24, 2007, tlen@any completed the MyoCell implantation procedarethe first patient in i
MARVEL Trial. As a result of the claim set forth the litigation discussed above, the Company remmbah accrual for $3 million in the fou
quarter of 2007, which was included in accrued agps as of June 30, 2009 and December 31, 2008.

Other

The Company is subject to other legal proceedihgsdrise in the ordinary course of business. énohinion of management, as of June
2009, the amount of ultimate liability with respeotsuch matters, if any, in excess of applicabkuiance coverage, is not likely to ha
material impact on the Compasybusiness, financial position, results of operetior liquidity. However, as the outcome of litigatand othe
claims is difficult to predict, significant changiesthe estimated exposures could occur.
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10. Contingency

The Company believes that it may have issued optiorpurchase common stock to certain of its eng#ey directors and consultant
California in violation of the registration or qifedation provisions of applicable California seitigs laws. As a result, the Company intenc
make a rescission offer to these persons. The Caoynwdl make this offer to all persons who haveamtinuing right to rescission, whick
believes to include two persons. In the rescissiter, in accordance with California law, the Compavill offer to repurchase all unexercit
options issued to these persons at 77% of theroptercise price multiplied by the number of optstrares, plus interest at the rate of 7%



the date the options were granted. Based uponuhmber of options that were subject to rescissioafddarch 31, 2009, assuming that
such options are tendered in the rescission dfierCompany estimated that its total rescissidbilitg would be up to approximately $377,(
However, as the Company believes there is onlyreote likelihood the rescission offer will be acagpby any of these persons in an am
that would result in a material expenditure by @@mpany, no liability was recorded as of June 802or December 31, 2008.

11. Subsequent Events
Private Placemen— Common Stock and Warrants

Commencing on October 1, 2008, the Company condwctelPE financing of 2,876,000 shares and 862y@ants that has been pla
in 16 tranches. Of that amount, 430,270 shares2881 warrants remained as of August 1, 200%:deas have been $3.12 million.

In July 2009, the Company sold, in a private plagethan aggregate of 140,850 shares of the Compaayhmon stock and warrants
purchase 42,255 shares of the Compsitecgmmon stock for aggregate gross cash procee®B06f000. The warrants are (i) exercisable s
for cash at an exercise price of $0.85 per shayeqn-transferable for six months following issuance &rijylexercisable, in whole or in pa
at any time during the period commencing on the tat is six months and one day following the dditssuance and ending on the third
anniversary of the date of issuance.

Convertible Debt

In July 2009, Bruce Meyers and Dana Smith (jointhe “Lenders”)funded a total $120,000 loan to the Company. ThanLwas in th
nature of convertible debt and was evidenced byrsecured promissory note (the “Notefhat was convertible into common stock of
Company at a price that was 22.5% less than theageeof the closing bid prices for the Companghares for the five (5) days prior to
Lenders’election to exercise their conversion right under Note. The Note was to bear interest at theohfi®% per annum, with inter
payable due at maturity. The terms sheet providasall unpaid interest (and principal) will be dared payable on the date that is the earli
occur of the first anniversary of the closing dafehe Loan or the closing of a financing in an amtothat is equal to or greater than ¢
million that will satisfy the Compang’ obligation under its loan with BlueCrest. Howeuwbe Lenders already elected to convert the ¢
amount of the Loan to shares of the Company’s comstack.

Accordingly, the aggregate number of unregisteratirastricted shares of the Compangbmmon stock issued in connection with, anc
result of the conversion of, the Loan was 355,2%&s. The Company will have no obligation to fiftey registration statement with resper
the shares, except that the Lenders will have oty “piggyback” registration rights.
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Other

MyoCell SDF4 has recently been approved by the US FDA forinse Phase | dose escalation trial. If we are ablsecure addition
capital, we intend to begin this trial in 2009 @P.

In February 2006, the Company entered into an ekaicense agreement with The Cleveland Cliniariation for various patents to
used in connection with the MyoCell SDF-1 produmtdidate. On July &, 2009, the company received notification from @leveland Clini
that they are terminating the License Agreementtduiailure to pay the annual maintenance fee gre B0, 2009. The termination does
release Bioheart from obligations that accruedrptiothe effective date of termination or any otleligations it might have under tl
Agreement. The company also received a communitdtmm Juventas Therapeutics (now acting on betfathe Cleveland Clinic for th
patent portfolio) that it would like to renegotiatee License Agreement with Bioheart. The Compaay theveloped proprietary technique
utilize the art identified in the patents, that pemding.

Effective July 1, 2009, the Company and BlueCregseed to enter into an amendment to the BlueCreahlto amend the amortizat
schedule for the Loan to provide for interesty payments until January 1, 2010, at which timenthly principal and interest payment:
$139,728 will commence.

In connection with the most recent BlueCrest LoaneAkdment the Company will issue BlueCrest a waramurchase $600,000 of
Company’s common shares and pay a fee of $29,435.

Effective July 5, 2009, Bank c(America agreed to extend the maturity date of tem luntil January 5, 2010. As consideration fos



extension of the maturity date of the loan, the @any owes Bank of America a fee of $25,000.

On July 15, 2009, to settle an amount due to theeAsMedical Product Development Centre Inc., iaffid with two Board members, K
Groth and Peggy Farley, Ascent Medical Product praent Centre Inc. accepted options for 203,18%imted Bioheart common shares.

On August 12, 2009, the Board of Directors decited several of its Directors join the CompangXecutive management team. In add
to assuming the position of Chairman of the CompaBpard of Directors, Karl E. Groth, Ph.D., becatre Chief Executive Officer; Peggy
Farley became Chief Operating Officer; and MarlBBrman became Chief Financial Officer. Howard Leamalh, who resigned from the Boi
of Directors, will continue as Chief Scientific ad@chnology Officer, and Chairman of the Scient#idvisory Board. Mr. Leonhardt, t
Company’s founder, thus will be able to focus ohanting the Compang’existing technologies and strengthening its juosias the lead
within the cardiovascular arena of the stem cetdpy industry.
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ltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

Unless otherwise indicated, references in this @rér Report on Form 10-Q to “we,” “us” and “our”are to the Company. The follow
discussion and analysis by our management of aaniial condition and results of operations shoblel read in conjunction with o
unaudited consolidated interim financial statemeatsl the accompanying related notes included is thiarterly report and our audit
consolidated financial statements and related naied Managemers’ Discussion and Analysis of Financial ConditiondaResults ¢
Operations included in our Annual Report on FormKLfor the year ended December 31, 2008, as amebg&imendment No. 1 on Form 10-
K/A filed with the Securities and Exchange Comois:

Cautionary Statement Regarding Forward-Looking Staements

This report may contain forwalddoking statements within the meaning of Sectio® 2f the Securities Act of 1933, as amended
“Securities Act”), and Section 21E of the Secusitiexchange Act of 1934, as amended (the “Exchamgg,Aand we intend that such forward-
looking statements be subject to the safe harlrested thereby. These forward-looking statemermdased on our managemsarteliefs an
assumptions and on information currently availableur management. Any such forwdeamking statements would be contained principat
“Management’s Discussion and Analysis of Finan€lahdition and Results of Operations” and “Risk Bext' Forwardlooking statemen
include information concerning our possible or assd future results of operations, business strgedinancing plans, competitive positi
industry environment, potential growth opporturstend the effects of regulation. Forwdodking statements include all statements thanai
historical facts and can be identified by termshsas “anticipates,” “believes,” “could,” “estimatésexpects,” “hopes,” “intends,” “may,”
“plans,” “potential,” “predicts,” “projects,” “shdd,” “will,” “would” or similar expressions.

The forward-looking statements in this report maglide, among other things, statements about:
 our ability to obtain additional financin
 our ability to control and reduce our expen:

» our ability to meet our obligations on our outstaigdndebtedness, certain of which indebtednes®g®g restrictions on how we conc
our business and is secured by all of our assetpeur intellectual propert

 our ability to timely and successfully initiate acomplete our clinical trials
» our estimates regarding future revenues and titiageof, expenses, capital requirements and needsldlitional financing
» our ongoing and planned discovery programs, priedlirstudies and additional clinical trials; and

« the timing of and our ability to obtain and maintaggulatory approvals for our product candidates;

Forwardiooking statements involve known and unknown riskacertainties and other factors which may cause amual result
performance or achievements to be materially differfrom any future results, performance or achiexets expressed or implied by
forward-looking statements. We discuss certairhege risks in greater detail in Part I, Item 1Risk Factors.'Given these uncertainties,
should not place undue reliance on these forwankigy statements. Also, forward-looking statemeetsresent our managemenbeliefs an
assumptions only as of the date of this report. ¥loould read this report and the documents thatefezence in this report and have file
exhibits to the report completely and with the ustinding that our actual future results may beenwdty different from what we expe
Except as required by law, we assume no obligatampdate these forwaldeking statements publicly, or to update the reasactual resul
could differ materially from those anticipated rese forwar-looking statements, even if new information becomeslable in the future
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Additional information concerning these and othisks and uncertainties is contained in our filingith the Securities and Exchat
Commission, including the section entitled “Riskctess” in our Annual Report on Form ¥0for the year ended December 31, 200¢
amended by Amendment No. 1 on Form 10-K/A.

Our Ability To Continue as a Going Concern

Our independent registered public accounting fissued its report dated April 7, 2009 in connectidth the audit of our consolidat
financial statements as of December 31, 2008 tithtded an explanatory paragraph describing thetende of conditions that raise substa
doubt about our ability to continue as a going esncOur consolidated financial statements as né B0, 2009 have been prepared unde
assumption that we will continue as a going conclrwe are not able to continue as a going concris likely that holders of our comm
stock will lose all of their investment. Our cordaked financial statements do not include any stdjents that might result from the outce
of this uncertainty.

Overview

We are committed to delivering intelligent devicasd biologics that help monitor, diagnose and thesdrt failure and cardiovasct
diseases. Our goals are to improve a patient’stguadllife and reduce health care costs and halipittions.

Biotechnology Product Candidat

Specific to biotechnology, we are focused on thecaliery, development and, subject to regulatoryr@a@b, commercialization
autologous cell therapies for the treatment of nlirand acute heart damage. Our MyoCell productlidare is an innovative clinical muscle-
derived cell therapy designed to populate regidrscar tissue within a patiestheart with new living cells for the purpose opioving cardia
function in chronic heart failure patients. Our meoscent clinical trials of MyoCell include the SEWIC Trial, a completed 4patient
randomized, multicenter, controlled, Phase Il-adgtoonducted in Europe and the MYOHEART Trial, anpbeted 20patient, multicente
Phase | dose-escalation trial conducted in theddn8tates. We have been cleared by the U.S. Fabdarg Administration (the “FDA”Yo
proceed with a 330-patient, multicenter Phasel ltfil of MyoCell in North America and Europe (tHBIARVEL Trial”). We completed tt
MyoCell implantation procedure on the first patienthe MARVEL Trial on October 24, 2007. If thestdts of the MARVEL Trial demonstre
statistically significant evidence of the safetydagfficacy of MyoCell, we anticipate having a basisask the FDA to consider the MARV
Trial a pivotal trial. The SEISMIC, MYOHEART and MAVEL Trials have been designed to test the safetlyedficacy of MyoCell in treatir
patients with severe, chronic damage to the h&axan regulatory approval of MyoCell, we intend &ngrate revenue from the sale of Myo
cell-culturing services for treatment of patienysitterventional cardiologists.

We are currently in the process of evaluating cewetbpment timeline for MyoCell and the MARVEL Tiido date, approximately !
patients have been enrolled in the MARVEL Trial. Wave filed with the FDA an amendment to the chihjorotocol for the MARVEL Trial tc
among other things, seek to use, as part of thiemaprotocol, mobile cardiac telemetry monitor aeters. Provided that the proto
amendment is approved and we are able to secuben$ilion of additional capital we currently intenal seek to enroll and treat approxima
150 patients in the MARVEL Il Trial in 2010. If waeet that timeline, we would expect interim triatal for these 150 patients to be avail
in 2010. While we are attempting to secure add#iaapital we have suspended enrollment in the MERVTrial. As part of this evaluatic
process, we expect that we would analyze whethferctas resources towards the development, comntigatian and/or distribution of certe
of our other product candidates, including, but lmited to MyoCell® SDF1, a therapy utilizing autologous cells geneticatipdified tc
express additional potentially therapeutic growtbt@ins and certain intelligent devices. In therdwee suspend enrollment in the MARVEI
Trial, we
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anticipate that we would continue to use our resesirto the extent available, to collect folloyw-data on the patients treated to date il
MARVEL | Trial.

MyoCell SDF4 has recently been approved by the US FDA forinse Phase | dose escalation trial. If we are #&blsecure addition
capital, we intend to begin this trial in 2009 @x1D.

In our pipeline, we have multiple product candidafer the treatment of heart damage, including B&h Acute Cell Therapy,
autologous, adipose cell treatment for acute himartage designed to be used in connection with @lelP00™ tissue processing system,
MyoCell® SDF-1. Tissue Genesis, Inc., the entignfrvhom we have obtained the worldwide right td selease the TGI 1200M announce
on November 13, 2008 that the TGI 1200had been certified with a CE Marking, thus makihg system available throughout the Euroj
marketplace. We understand that Tissue Genesis tisei process of evaluating the regulatory pathimathe United States that should



pursued for the TGl 1200 device. We hope to demonstrate that our varioudsymocandidates are safe and effective complente
existing therapies for chronic and acute heart dgma

Intelligent Device— Distribution Agreements

Effective as of October 30, 2008, we entered intbs&ribution agreement with Monebo Technologies, I(“Monebo”) pursuant to whic
we were granted non-exclusive rights to distriddtenebo’s CardioBeltM system throughout North America and Western Eurdpé syster
provides ECG monitoring to heart patients from tioenfort of their own home. We are required to mestain annual minimum purchi
commitments under the distribution agreement. Tgreement has an initial term of two years and gesit to automatic renewal for additio
oneyear periods unless either party indicates an irtieierminate the agreement prior to the end efttten current term. The distribut
agreement may be terminated by either party up@db§s notice for any reason or by either party édiately upon the other parsyuncure
default. In addition, Monebo may terminate the agrent in the event we do not satisfy our annualmum purchase commitment. We int
to commence distribution of the CardioBBftsystem during 2009 or 2010.

In connection with the distribution agreement, s antered into a Master Software License Agreeméth Monebo pursuant to whi
Monebo granted us a non-exclusive, non-subliceesalointransferable license to certain software and aflgms to be used in connection v
the CardioBelt™ system. We paid Monebo an upfront cash fee for lihense and will be required to pay certain addiil fees upc
installation. We will also be required to pay to hdpo royalty fees per patient and software maimeadees.

Effective as of April 3, 2008, we entered into atdbution agreement with RTX Healthcare A/S (Denkhg‘RTX”) pursuant to which w
secured worldwide, non-exclusive distribution right the Bioheart 3370 Heart Failure Monitor, atetiactive and simple-to-use ladme
intelligent device designed specifically to impraaeailable healthcare to patients outside hospitdls are suffering from heart failure. 1
device, manufactured by RTX, has 510(k) marketreleee from the U.S. Food and Drug Administrationrfarketing in the United States i
CE mark approval for marketing in Europe and ott@mtries that follow this mark. The compact Biott&870 Heart Failure Monitor enga
patients through personalized daily interactiond gnestions, while collecting vital signs and traiting the information directly into
database. The data are regularly monitored by atedynlocated medical professional, who watchesafgr abnormal readings that may sigr
change in the patierst’health status. These changes are reported battle toreating physician. We do not have any minimpunchas
commitment under the agreement. However, the pépurchase price payable by us is inversely relaethe number of units we purchase
annum. The distribution agreement has an initiahtef two years and is subject to automatic rendaahdditional onerear periods unle
either party indicates an intent to terminate tpeeament prior to the end of the then current tine distribution agreement may be termin
by either party upon the other party’s default.
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We conduct operations in one business segment. Weomyanize our business into more discrete businegs when and if we gener
significant revenue from the sale of our productididates. Substantially all of our revenue sinaption has been generated in the Ul
States, and the majority of our long-lived assetda@cated in the United States.

Critical Accounting Policies

Our discussion and analysis of our financial caoditand results of operations is based upon ousdaaated financial statements, wk
have been prepared in accordance with accountimgiples generally accepted in the United Statdse Preparation of these finant
statements requires us to make estimates and assomhat affect the reported amounts of assietsilities, revenues and expenses. We
our estimates on historical experience and on uaraher assumptions that we believe to be reatonabler the circumstances, the resul
which form the basis for making judgments aboutdagying values of assets and liabilities that moereadily apparent from other sour
Actual results may differ from these estimates urdifferent assumptions or conditions. We belielve following policies are important
understanding and evaluating our reported finameslts:

Share-Based Compensation

On January 1, 2006, we adopted the provisions ate8tent of Financial Accounting Standards No. 123fgre-Based Payme(itSFAS
No. 123F") using the modified prospective transition meth8&AS No. 123R requires us to measure all shased payment awards grar
after January 1, 2006, including those with empésyat fair value. Under SFAS No. 123R, the falu@af stock options and other shdrase:
compensation must be recognized as expense itateergents of operations over the requisite sepgred of each award.

The fair value of share-based awards granted subsédo January 1, 2006 is determined using thekB$choles valuation model &
compensation expense is recognized on a striighbasis over the vesting period of the awardsgiBning January 1, 2006, we also be
recognizing compensation expense under SFAS NdR I@3the unvested portions of outstanding stesed awards previously granted ui
our stock option plans, over the periods these dsveontinue to vest. Our future shéyased compensation expense will depend on the mr
of equity instruments granted and the estimatedevaf the underlying common stock at the date ahgr

We account for certain shi-based awards, including warrants, with -employees in accordance with SFAS No. 123R andeg



guidance, including EITF Issue No. 96-¥&;counting for Equity Instruments That Are Issue®ther Than Employees for Acquiring, o
Conjunction with Selling Goods or Service¥Ve estimate the fair value of such awards usirgg BlackScholes valuation model at e
reporting period and expense the fair value ovenisting period of the shabased award, which is generally the period in wisietvices ai
provided.

Revenue Recognitio

Since inception, we have not generated any matenahnues from our lead product candidate. In atzsare with Staff Accounting Bulle
No. 101,Revenue Recognition in Financial Statemerds amended by SEC Staff Accounting Bulletin N@4, Revenue Recognitionoul
revenue policy is to recognize revenues from prodates and service transactions generally whesupsive evidence of an arranger
exists, the price is fixed or determined, collegti® reasonably assured and delivery of produstorice has occurred.

We initially recorded payments received by us pamsio our agreements with Advanced Cardiovas&yatems, Inc. (“ACS”)priginally
a subsidiary of Guidant Corporation and now d/bidtt Vascular, a
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division of Abbott Laboratories, as deferred reverniRevenues are recognized on a pro rata badie asitheters are delivered pursuant to |
agreements.

We initially recorded payments received by us panguo a clinical supply agreement entered intAuigust 2007 with BHK, Inc. (“BHK)
as deferred revenue. Revenues are recognized oo @fa basis as the celldturing services are provided and are shown weld@men
revenues. The costs associated with earning teesmues are expensed as incurred and are inclondedearch and development expens
our statements of operations. In February 2005emtered into a joint venture agreement with Bioh&area, Inc., BHKS predecessor enti
pursuant to which we and BHK agreed to createrd ja@nture company now known as Bioheart Manufaoguinc. As of December 31, 20i
the Company owned an 18% equity interest in Biagh®mufacturing, Inc. In February 2009, the Companywnership interest in Biohe
Manufacturing, Inc. was reduced from 18% to appr@tely 6% as a result of an investment in Biohklufacturing, Inc. by a third party.

Research and Development Activiti

Research and development expenditures, includirygneats to collaborative research partners, aregelsato expense as incurred.
expense amounts paid to obtain patents or acqo@eses as the ultimate recoverability of the ant®paid is uncertain.

Results of Operations

We are a development stage company and our Mygeadluct candidate has not received regulatory apgprar generated any mate
revenues and is not expected to until 2010, if eWe have generated substantial net losses andiveegash flow from operations sir
inception and anticipate incurring significant nesses and negative cash flows from operationgHerforeseeable future as we cont
clinical trials, undertake new clinical trials, dppfor regulatory approvals, make capital expenditii add information systems and perso
make payments pursuant to our license agreemepits oyr achievement of certain milestones, contidereelopment of additional prodi
candidates using our technology, establish saldsrarketing capabilities and incur the additior@dtoof operating as a public company.

Revenue

We recognized revenues of $206,885 in the six-m@eifiod ended June 30, 2009 compared to revenu84 18,281 in the sixaontt
period ended June 30, 2008. In the mignth period ended June 30, 2009 all revenue gerkreas mainly from the shipment of MyoC
catheters.

Development Revenu

In the six-month period ended June 30, 2008, wegeized $76,500 in development revenues from aétliring services provid
pursuant to the clinical supply agreement entergd BHK, Inc. No such revenues were recognizedhia sixmonth period ended June
2009.

Cost of Sales

Cost of sales was $112,781 in the signth period ended June 30, 2009 compared to $ipdte six months ended June 30, 2008.
cost per catheter sold in the snenth periods ended June 30, 2009 and 2008 werexapyately the same. However, a portion of the esgh
sold in 2008 had no inventory cost as they had beé@ten off in prior years
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Research and Developme

Research and development expenses were $1,04230@0ef six-month period ended June 30, 2009 condpires2.8 million in the six-
month period ended June 30, 2008, a decrease ©4000. The decrease was primarily attributable teduction in the amount of sponsc
research and a reduction in costs related to olBBEC, MYOHEART and MARVEL Trials.

The timing and amount of our planned research aveldpment expenditures is dependent on our alditbtain additional financing.
Marketing, General and Administrati

Marketing, general and administrative expenses B#&r£19,000 for the simionth period ended in June 30, 2009, compared .® $lion
in the sixmonth period ended June 30, 2008, a decrease 88h000. The decrease in marketing, general andné&trative expenses
attributable, to a decrease in stock-based compiensxpense, salaries & wages, legal fees anduatiog fees.

Interest Income

Interest income consists of interest earned orcash and cash equivalents. Interest income wasn®b@ six months ended June 30, 2
compared to interest income of $42,202 in thensonth period ended June 30, 2008. The decreaséeirest income was primarily attributa
to lower cash balances in the six-month period érddme 30, 2009, compared to the six-month pemaoee June 30, 2008.

Interest Expens

Interest expense primarily consists of interestiired on the principal amount of the BlueCrest #rel Bank of America Loans, accrt
fees and interest earned by the guarantors of #amk Bf America Loan, the amortization of relatededed loan costs and the amortizatio
the fair value of warrants issued in connectiorhlite BlueCrest and Bank of America Loans. Theviaiue of the warrants originally issuet
connection with the Bank of America Loan was anzedi by the end of January 2008. Our debt carriesest rates ranging from 4.75%
13.50% as of June 30, 2009.

Interest expense was $1,336,000 in the six-montioghended June 30, 2009 compared to $1,430,08@eirsixmonth period ended Ju
30, 2008. Interest incurred on the principal amafrdur outstanding loans and interest and feeseelby the guarantors totaled $581,000
and $603,000 in the sixonth periods ended June 30, 2009 and 2008, résggctAmortization of deferred loan costs and atization of th
fair value of warrants issued in connection witk BlueCrest and Bank of America Loans totaled $38D,and $820,000 in the simentt
periods ended June 30, 2009 and 2008. Thensith period ended June 30, 2009 also includes,8200f interest expense related to
discount associated with the convertible debt idsarel converted during the period.

Liquidity and Capital Resources
In 2009, we continue to finance our considerablerational cash needs with cash generated fromdingractivities.
Operating Activities

Net cash used in operating activities was $914i04Be six months ended June 30, 2009 as compar®d.8 million of cash used in the
months ended June 30, 2008

Our use of cash for operations in the six monthdednJune 30, 2009 reflected a net loss generatedgdine period of $3.5 millio
However, our net loss was significantly offset byerease in prepaid expenses
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and other current assets of $522,000, an increasedounts payable of $534,000 and an increasesdrued expenses of $475,000.
decrease in prepaid expenses and other currens agse due to the refund of upfront payments uadeagreement with the contract rese
organization that we are utilizing for the MARVELridl. Accounts payable increased as we have soteghbnserve cash until signific:
additional financing is obtained.

Our use of cash for operations in the six monttdednJune 30, 2008 reflected a net loss generataaydine period of $7.2 million and



increase in prepaid expenses and other currentsasis$2.1 million. The increase in prepaid expsnaed other current assets was di
upfront payments under an agreement with the contegsearch organization that we are utilizingtiee MARVEL Trial. Partially offsettin
these uses of cash were amortization of the fdirevaf warrants granted in connection with the Bltesst Loan and Bank of America Loar
$562,000, an increase in accrued expenses andeatefent of $402,000, a decrease in accounts payri$23,000, stockased compensati
of $1,072,000 and amortization of loan costs irediin connection with the BlueCrest Loan and Bahkroerica Loan of $258,000.

Investing Activities

No cash was used in investing activities in thersonth period ended June 30, 2009. Net cash usegigsting activities was $18,000 in
six-month period ended June 30, 2008. All of thehcatilized in investing activities in the simenth period ended June 30, 2008 related t
acquisition of property and equipment.

Financing Activities

Net cash provided by financing activities was $888, in the six-month period ended June30, 2009 emetpto $3.2 million in the six-
month period ended June 30, 2008.

In the sixmonth period ended June 30, 2009, we receivedmeepds of $190,001 in connection with the issuaricmnvertible debt ai
shares of common stock.

On February 22, 2008 we completed our IPO of comstook pursuant to which we sold 1,100,000 shafe®mmon stock at a price |
share of $5.25 for net proceeds of $1.45 milliohe TTonsolidated Statement of Cash Flows for thersirths period ended June 30, 2
reflects our receipt of approximately $4.24 millioh “Proceeds from initial public offering of commastock, net."The $4.24million cas
proceeds figure is approximately $2.79 million réglthan the $1.45 million IPO net proceeds figuteniified above due to our paymen
$2.79 million of various offering expenses priolJanuary 1, 2008.

In the sixmonth period ended June 30, 2008, we repaid $6@m0OPrincipal on the BlueCrest Loan and paid $08,0f costs incurred
connection with the extension of the maturity daftthe Bank of America Loan.

Existing Capital Resources and Future Capital Regeiments

Our MyoCell product candidate has not received legguty approval or generated any material revenésdo not expect to generate
material revenues or cash from sales of our Myo@reiliuct candidate until 2010, if ever. We haveegated substantial net losses and neg
cash flow from operations since inception and #wdie incurring significant net losses and negatiash flows from operations for 1
foreseeable future. Historically, we have reliedppoceeds from the sale of our common stock andramurrence of debt to provide the fu
necessary to conduct our research and developrotvitias and to meet our other cash needs.
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At June 30, 2009, we had cash and cash equivateating $20,000; however, our working capital d&fas of such date was $13.7milli
Our independent registered public accounting fssued its report dated April 7, 2009 in connectidth the audit of our consolidated finan:
statements as of December 31, 2008 that includegkplanatory paragraph describing the existenceonfiitions that raise substantial dc
about our ability to continue as a going concern.

Off-Balance Sheet Arrangements

We do not have any offalance sheet arrangements that have or are rédgdikaly to have a current or future effect onrdinancia
condition, changes in financial condition, revenaegxpenses, results of operations, liquidity itehexpenditures or capital resources tha
material to investors.

Recent Accounting Pronouncements

Refer to Note 10rganization and Summary of Significant Accounfadiciesin the notes to our consolidated interim finansi@tement
for a discussion of recent accounting pronouncesaent

Effects of Being a Public Company

In October 2007, we became subject to the perimgpiorting requirements of the Exchange Act andatiher rules and regulations of
SEC. We are also subject to various other reguylatmuirements, including the Sarbanes-Oxley AQQG2.

We continue to work with our legal and accountinlyisors to identify those areas in which changesikhbe made to our financial ¢



management control systems to manage our growthoanabligations as a public company. These aneeside corporate governan
corporate control, internal audit, disclosure colstrand procedures and financial reporting and @ating systems. We have made, and
continue to make, changes in these and other aneagling our internal control over financial repog.

In addition, compliance with reporting and otheguiements applicable to public companies will éeeadditional costs for us and v
require the time and attention of management. Wiaataestimate with reasonable certainty the amofitite additional costs we may incur,
timing of such costs or the degree of impact thatmanagement’s attention to these matters wileh@vour business.
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Iltem 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Ris

Our primary market risk exposure with respect teriest rates is changes in shierm interest rates in the U.S., particularly beeacertai
of our debt arrangements represent floating rabe ded we are subject to interest rate risk. Wenalouse any interest rate risk managel
contracts to manage our fixedfloating ratio. The impact on our results of opinas from a hypothetical 10% change in interestgatoul
not be significant.

The majority of our investments are expected tanbshortterm debt securities. The primary objective of awestment activities is
preserve principal while at the same time maxingzime income we receive without significantly ireseng risk. To reduce risk, we maint
our cash and cash equivalents in short-term intée@aring instruments, including certificates of da@pand overnight funds. We do not h
any derivative financial investments in our investrportfolio.

ltem 4. Controls and Procedures

Disclosure Controls and Procedure

We have established disclosure controls and proesdo ensure that material information relatingisas made known to the officer w
certifies our financial reports, as well as to ottreembers of senior management and the Board etidirs.

We carried out an evaluation, under the superviaimhwith the participation of our management,udalg our Principal Executive Offici
as well as our Principal Financial and Accountirffjd@r, of the effectiveness of our disclosure cotst and procedures (as such term is de
in Rules 13a-15(e) and 15d-15(e) under the Exchawogas of the end of the period covered by thisu@rly Report on Form 1@- Based o
such evaluation, our Principal Executive Offices,veell as our Principal Financial and Accountindi€r concluded that, as of June 30, 2
our disclosure controls and procedures were effectThe controls that management sought to idemtifg evaluate were those proce
designed by, or under the supervision of, the Camiseprincipal financial officer, or persons perforgisimilar functions, and implemented
our board of directors, management and other paedpto provide reasonable assurance regardingettability of financial reporting and tl
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples and includes those polic
and procedures that:

(1) pertain to the maintenance of records that@sonable detail accurately and fairly reflecttthasactions and dispositions of the as

of the Company;

(2) provide reasonable assurance that transadiensecorded as necessary to permit preparatifinasfcial statements in accordance with
generally accepted accounting principles, andrénagipts and expenditures of the issuer are beamdgronly in accordance with
authorizations of management and directors of thve@any; and

(3) provide reasonable assurance regarding prevreatitimely detection of unauthorized acquisitinge or disposition of the issuer’s
assets that could have a material effect on tlantial statement

Inherent Limitations in Control System

Our controls and procedures were designed at thsomable assurance level. However, because ofemthémitations, any system
controls and procedures, no matter how well desiganed operated, can provide only reasonable, neblate, assurance of achieving
desired objectives of the control system. In additithe design of a control system must reflectfétoe that there are resource constraints
management must apply its judgment in evaluatiedonefits of controls relative to their costs.tker, no
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evaluation of controls and procedures can provisolate assurance that all errors, control issnddrestances of fraud will be preventel
detected. The design of any system of controls@ndedures is also based in part on certain assomsptegarding the likelihood of futt
events, and there can be no assurance that amndeili succeed in achieving its stated goals uradlgpotential future conditions.

Changes In Internal Control Over Financial Reportim

There were no changes in our internal control diemcial reporting (as such term is defined in é&8ul3a-15(f) and 1585(f) under th
Exchange Act) during the quarter ended March 3092Bat have materially affected, or are reasonbkdyy to materially affect, our intern
control over financial reporting. The Compasyhief Financial Officer and Vice President of&finial Operations resigned during the qu.
ended March 31, 2009. We have not yet determineetiveln or not other internal controls over finaneigborting will be sufficient so as
avoid any material affect.

35

PART Il — OTHER INFORMATION

ltem 1. Legal Proceedings

On March 13, 2009, Judge Bernice Bouie Donald ef thmited States District Court for the Western fistof Tennessee issuec
Memorandum Opinion and Order in litigation brougigainst us by Dr. Peter K. Law and Cell Transplafsia Limited (“CTAL”)
(collectively, the “Plaintiffs”), captioned Peter. Kaw, et al. v. Bioheart, Inc., No. 2:07-cv-217g “Action”). The Action, which has been
subject of previous disclosures by us, was comnteenoceMarch 9, 2007, and asserted claims againashdddoward J. Leonhardt, individua
with respect to a license agreement entered irttodasn Bioheart, Inc. and Cell Transplants Inteoral, LLC (“CTI”) on February 7, 2000 (t
“Original License Agreement”)Pursuant to the Original License Agreement, amahgrathings, CTI granted us a license to certaitenqs
“related to heart muscle regeneration and angicerier the life of the patentslii July 2000, we and CTI, together with Dr. Lawgeedted a
addendum to the Original License Agreement, whigterded or superseded a number of the terms of tiggn@l License Agreement (t
“License Addendum”).

In their amended complaint, Dr. Law and CTAL as=#rfi4 breach of contract and related claims pengito the Original Licens
Agreement and License Addendum, including, amothgrst claims that we had breached obligations ¢wige shares of Bioheart comn
stock to Dr. Law, pay royalties on “gross salesMyfoCell, pay a $3 million milestone payment du®@unpur ‘tommencement of a bona f
Phase Il human clinical trial study that utilizeshnology claimed under U.S. Patent No. 5,130,144 RDA approval in the United States,”
and to refrain from sublicensing Plaintiffsatents. Plaintiffs also sought a declaratory judghthat the License Addendum was unenforct
due to a lack of consideration and/or economic shkirdt the outset of the Action, the individualislaagainst Mr. Leonhardt was dismis
along with Plaintiffs’ claim for civil conspiracygaving 12 claims to be adjudicated.

We denied the material allegations of the amendaalptaint, denied we had any liability to Plaintjfeand asserted a number of defens
Plaintiffs’ claims, as well as counterclaims seeking a dedadsrdhat the License Addendum was a legally vahd &inding agreement a
asserting that Dr. Law and/or CTI had breachedwuarbbligations in the parties’ agreements.

Following the completion of discovery, the Actiomsvtried to the Court, without a jury, from Septemb2-25, 2008.

On March 13, 2009, the Court rendered its decisidhe Action, dismissing the amended complairgrafinding that Plaintiffs had failed
establish any of their 12 remaining claims. Witkpect to Plaintiffs'claim for the $3 million milestone payment, the @ofound that th
payment was “payable only to CTliot the Plaintiffs, and that CTI, a dissolved Tessee limited liability company, had never been mg
party to the Action and therefore was “not propdréfore the Court. The Court also found that, even assuming Plaintiffsld assert a clai
for the milestone payment on behalf of CTI, therpapt was not due because “BioheailyoCell process does not utilize technology cki
under the ‘141 patent.” In addition, the Court fduhat we owed no royalties because we have nahgde any “gross sales” of MyoCell.

The Court found in our favor on our counterclaireldag a declaration that the License Addendum wealid and enforceable agreerr
and our counterclaim that Dr. Law breached hisgatiion under the License Addendum to provide Biohedth “all pertinent and critic.
information” related to our filing of an IND application with ghFDA. The Court awarded us nominal damages ofb® the latte
counterclaim, and dismissed our other counterclalmdgment upon the Memorandum Opinion and Ordsrem¢éered on March 18, 2009.

Subsequent to the Court rendering its decisiorhé Action, the Plaintiffs filed a motion with theo@rt seeking reconsideration of
decision. Our response was filed on April 20, 2009] the Court’s decision is
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pending. The parties will have 30 days from enfrg decision on Plaintif§ motion for reconsideration to file a notice opagl with the Unite
States Court of Appeals for the Sixth Circuit.

There is a risk that the Court may find in favottioé Plaintiffs upon reconsideration or appeal. Qurent cash reserves are not sufficie
satisfy a significant money judgment in favor oé tRlaintiffs. The entry of such a judgment wouldoalikely constitute a default under
BlueCrest Loan and Bank of America Loan and hasgaificant adverse impact on our financial comtitiresults of operations and Myo(
commercialization efforts.

Due to the uncertainty related to these proceedamgs potential loss cannot presently be determined

As previously disclosed, on October 24, 2007, wameted the MyoCell implantation procedure on tingt patient in our MARVEL Tria
As a result of the claim set forth in the litigatidiscussed above, we recorded an accrual for $®min the fourth quarter of 2007, which v
included in accrued expenses as of March 31, 2868®&cember 31, 2008.

Except as described above, we are not presentlggeagin any material litigation and are unawareamyf threatened material litigatic
However, the biotechnology and medical device itriks have been characterized by extensive libgatiegarding patents and ot
intellectual property rights. In addition, from #&mro time, we may become involved in litigationatélg to claims arising from the ordini
course of our business.
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Item 1A. Risk Factors

Except as set forth below, there have been no rabhtdranges in our risk factors from those disabseour Annual Report on Form X0-
for the fiscal year ended December 31, 2008, asidattby Amendment No. 1 on Form 10-K/A.

The risks and uncertainties described below andatied in our Annual Report on Form KCfor the fiscal year ended December 31, 2
as amended by Amendment No. 1 on FornKiA; are not the only ones facing us. Other evélind$ we do not currently anticipate or that
currently deem immaterial also may affect our ressaf operations and financial condition. If anyerts described in the risk factors actt
occur, our business, operating results, prospeusfiaancial condition could be materially harméal.connection with the forwartboking
statements that appear elsewhere in this quarplyrt, you should also carefully review the cangity statement referred to under Part I.
2 “Cautionary Statement Regarding Forward-Lookitat&nents.”
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ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds

Private Placemen— Convertible Debt

In February 2009, Bruce Meyers and Robert Segusntlfj, the “Lenders”)funded the remaining $100,000 of a total $200,@&h Ito th
Company. The funds were delivered, net of origisalie discount in the amount of $10,000, pursuard terms sheet provided by Br
Meyers, for a convertible debt financing to be jied to the Company (the “Loan’Although the terms sheet provided that the Lendensld
be provided a complete set of loan documentatiom Lenders delivered to the Company the entirgorateeds of the Loan, in the amour
$190,000, in advance of receiving any documentatidre initial funding of $100,000 was made to then(any on January 21, 20
However, the Company determined that it would motped with the Loan unless and until the Lendensiéd the balance of the net proct
which was completed on February 3, 2009 and praiitiat the Board of Directors of the Company apptbthe Loan, which approval v
obtained on February 11, 2009.

The Loan was in the nature of convertible debtwad evidenced by an unsecured promissory note'ltbe"), that was convertible in
common stock of the Company at a price that was%2ess than the average of the closing bid pficethe Companys shares for the five (
days prior to the Lenderglection to exercise their conversion right undher Note. The Note was to bear interest at theafal®% per annur
with interest payable due at maturity. The terneesiprovides that all unpaid interest (and pringipdll be due and payable on the date th
the earlier to occur of the first anniversary o tlosing date of the Loan or the closing of aritiag in an amount that is equal to or gre
than $3 million that will satisfy the Compaisybbligation under its loan with BlueCrest. Howeuwble Lenders already elected to conver
entire amount of the Loan to shares of the Compaogimmon stock.

In addition to the Note, the Company issued tolLttieders 200,000 unregistered and restricted sludithe Companys common stock. W
believe that the offer and sale of the securigseamade only to accredited investors and, accorginglexempt from registration under Sectic



(2) of the Securities Act of 1933, as amended.

Prior to funding the balance of the Loan, the Leadklivered to the Company, on January 26, 200@tiae electing to convert $100,(
of the Loan into shares of the Compagbmmon stock. The price per share for such eleetias $0.50995. This required the issuance 1
Lenders of 196,098 unregistered and restrictedeshafrthe Company’s common stock.

On February 3, 2009, contemporaneously with thelifum of the remainder of the Loan, the Lendersvéetid to the Company notice
their election to convert the remainder of the La#n shares of the Compaisytommon stock at a price per share of $0.5704 fHujuired th
issuance to the Lenders of 175,316 unregisteredestdcted shares of the Company’s common stock.

Accordingly, the aggregate number of unregisteratirastricted shares of the Compangdbmmon stock issued in connection with, anc
result of the conversion of, the Loan was 571,41afas. The Company will have no obligation to &itey registration statement with respe:
the shares, except that the Lenders will have oty “piggyback” registration rights.

Private Placemen— Common Stock and Warrants

In April 2009, the Company sold, in a private plaent, an aggregate of 699,960 shares of the Cormpanynmon stock and warrants
purchase 209,988 shares of the Compapegmmon stock for aggregate gross cash proceek356{000. The warrants are (i) exercisable s
for cash at an exercise price of $0.59 to $0.6&hare, (ii) non-transferable for six months foliogvissuance and (iii) exercisable,
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in whole or in part, at any time during the permmmmencing on the date that is six months and ayefallowing the date of issuance
ending on the third year anniversary of the datssfance. .

In May 2009, the Company sold, in a private placethan aggregate of 265,610 shares of the Comparyyhmon stock and warrants
purchase 79,683 shares of the Compsuicgmmon stock for aggregate gross cash proceefis86{000. The warrants are (i) exercisable s
for cash at an exercise price of $0.82 to $0.90spare, (ii) nortransferable for six months following issuance &nylexercisable, in whole
in part, at any time during the period commencingtte date that is six months and one day followrgdate of issuance and ending or
third year anniversary of the date of issuance

In June 2009, the Company sold, in a private placgman aggregate of 108,030 shares of the Compaayhmon stock and warrant:
purchase 32,409 shares of the Compamgmmon stock for aggregate gross cash proceedis8o®00. The warrants are (i) exercisable s
for cash at an exercise price of $0.85 to $0.8%pare, (ii) nortransferable for six months following issuance &nylexercisable, in whole
in part, at any time during the period commencingtte date that is six months and one day followirggdate of issuance and ending or
third year anniversary of the date of issuance

ltem 5. Other Information

On October 15, 2008, we receivedtification from The NASDAQ Stock Market indicagjrthat we were not in compliance with certai
the NASDAQ Capital Market continued listing requirents, including a minimum $35 million market valfeour listed securities. We w«
permitted until November 14, 2008, to regain coampdie with the minimum market value of listed se@sirequirement. On November
2008, we received a NASDAQ Staff Determination @adiing that we had failed to regain compliance wfith $35 million minimum mark
value of listed securities requirement, and that securities were, therefore, subject to delistimm The NASDAQ Capital Market. V'
appealed the Staff Determination and requestedaangebefore a NASDAQ Listing Qualifications Par{gie "Panel“)to review the Sta
Determination. This stayed the delisting of ounsiies pending the Panel’s decision.

On February 25, 2009, we received notification frohe NASDAQ Stock Market of its determination teabntinue our NASDAQ listir
effective February 27, 2009.

On May 13, 2009, our common stock was approved,fiotation on the Over-The-Counter Bulletin Board.
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ltem 6. Exhibits

Exhibit No. Exhibit Description




3.1(6
3.2(9
3.3(8
4.1(5
42012
43012
4.4(13

45013
46013
47013
4.8(13
49013
4.10(14
4.11(14

10.1*(1)
10.2*(1)
10.3(1
10.4(3
10.5%(4)
10.6(1
10.7(1
10.8(4

10.9(4
10.10(4

10.11(4
10.12(4
10.13(4

Amended and Restated Atrticles of Incorporatiorhefriegistrant, as amended

Articles of Amendment to the Articles of Incorpaoat of the registrar

Amended and Restated Bylaws

Loan and Security Agreement, dated as of May 3072y and between BlueCrest Capital Finance, LnB the registrant
Notice of Event of Default, from BlueCrest Ventltimance Master Fund Limited to the Company, datedidry 28, 200
Notice of Acceleration, from BlueCrest Venture Fina Master Fund Limited to the Company, dated FalyrR, 200¢
Amendment to Loan and Security Agreement, betwkerCompany and BlueCrest Venture Finance Masted Eimited,
dated as of April 2, 200

Grant of Security Interest (Patents), between the@any and BlueCrest Venture Finance Master Furdtéd, dated a
of April 2, 2009

Security Agreement (Intellectual Property), betwdenCompany and BlueCrest Venture Finance Masted [Eimited,
dated as of April 2, 200

Subordination Agreement, by Hunton & Williams, LidPfavor of BlueCrest Venture Finance Master Fuindited,
entered into and effective April 2, 20

Amended and Restated Promissory Note, dated Ap2i0@9, by the Company to BlueCrest Venture Finavaster Func
Limited

Warrant to purchase 1,315,542 shares of the ragi's common stock, dated April 2, 2009, issued to Bhest Venture
Finance Master Fund Limite

Warrant to purchase 451,043 shares of the regisremmmon stock, dated April 2, 2009, issued tgé&ts
Telecommunications Limite

Warrant to purchase 173,638 shares of the regi&treemmon stock, dated April 2, 2009, issued totdn & Williams,
LLP

1999 Officers and Employees Stock Option F

1999 Directors and Consultants Stock Option Plan

Form of Option Agreement under 1999 Officers antplayees Stock Option Plan

Form of Option Agreement under 1999 Directors and<tiltants Stock Option Pl

Employment Letter Agreement between the registadtScott Bromley, dated August 24, 20

Lease Agreement between the registrant and SawBresssess Plaza, LLC, as amended, dated Novembh&004.
Asset Purchase Agreement between the registramddvahced Cardiovascular Systems, Inc., dated 24n2003

Conditionally Exclusive License Agreement betwdsa riegistrant, Dr. Peter Law and Cell Transplantsrhational, LLC
dated February 7, 2000, as amenc

Loan Guarantee, Payment and Security Agreemergddet of June 1, 2007, by and between the redistiaward J.
Leonhardt and Brenda Leonha

Loan Guarantee, Payment and Security Agreemergddeat of June 1, 2007, by and between the redistranWilliam P.
Murphy Jr., M.D.

Loan Agreement, dated as of June 1, 2007, by aiwekea the registrant and Bank of America, N

Warrant to purchase shares of the registrant’s comstock issued to Howard J. Leonhardt and Breretahardt
Warrant to purchase shares of the registrant’s comstock issued to Howard J. Leonhardt and Breretahardt
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10.14(4

10.15(4
10.16(4
10.17(5
10.18(6

10.19(6

10.20(6
10.21(6

10.22(7

10.23(7
10.24(7

10.25(7

Exhibit Description

Warrant to purchase shares of the registrant’s comstock issued to William P. Murphy Jr., M.D.

Warrant to purchase shares of the regis's common stock issued to the R&A Spencer FamilyiteichPartnershi
Supply and License Agreement, dated June 7, 2Q0ant between the registrant and BioLife Solutidns,***
Warrant to purchase shares of the registrant’s comstock issued to BlueCrest Capital Finance, L.P.

Loan Guarantee, Payment and Security Agreemereddet of September 12, 2007, by and between tistreeg anc
Samuel S. Ahn, M.C

Loan Guarantee, Payment and Security Agreemerdgddet of September 12, 2007, by and between tistreey and Da
Marino

Warrant to purchase shares of the registrant’s comstock issued to Samuel S. Ahn, M.D.

Loan Guarantee, Payment and Security Agreemerdgddet of September 19, 2007, by and between tistreey anc
Jason Taylo

Loan Guarantee, Payment and Security Agreemerggdet of October 10, 2007, by and between thetragisanc
Howard and Brenda Leonhal

Warrant to purchase shares of the registrant’s comstock issued to Howard and Brenda Leonhardt

Second Amendment to Loan Guarantee, Payment andiyekgreement, dated as of October 10, 2007,/ zetweer
the registrant and Howard and Brenda Leonh

Second Amendment to Loan Guarantee, Payment andityesgreement, dated as of October 10, 2007,y lzetweer
the registrant and William P. Murphy, Jr., M.



10.26**(10) Bioheart, Inc. Omnibus Equity Compensation Plan

10.27(11 Form of Warrant Agreement for October 2008 Pri\RitEcemen

10.28(11 Form of Registration Rights Agreement for Octob@d Private Placement

10.29(19 10% Convertible Promissory Note Due July 23, 20i@he amount of $20,000, payable to Dana Smith

10.30(19 10% Convertible Promissory Note Due July 23, 20i@he amount of $100,000, payable to Bruce Me

10.31(19 Registration Rights Agreement, dated July 23, 2009

10.32(19 Subordination Agreement, dated July 23, 2009

10.33(19 Note Purchase Agreement, dated July 23, -

10.34(19 Closing Confirmation of Conversion Election, dafedy 23, 2009
31.1* Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section 302 of the Sarbamxéesy@ct of 2002
32.1* Certification Pursuant to 18 U.S.C. Section 1358 Adlopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

*  Filed herewitt

** |ndicates management contract or compensatory plan.

(1) Incorporated by reference to the Company’s Formfigd with the Securities and Exchange Commissinrirebruary 13, 2007
(2) Reservec

(3) Incorporated by reference to Amendment No. 2 toaQbmpany’s Form S-1 filed with the Securities axdtiange Commission on July 12,
2007

(4) Incorporated by reference to Amendment No. 3 taGbmpany’s Form S-1 filed with the Securities angdtiange Commission on August
9, 2007
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(5) Incorporated by reference to Amendment No. 4 tadQbmpany’s Form S-1 filed with the Securities angtiange Commission on
September 6, 20C

(6) Incorporated by reference to Amendment No. 5 toa@bmpany’s Form 3-filed with the Securities and Exchange CommissiorOctobe
1, 2007

(7) Incorporated by reference to F-effective Amendment No. 1 to the Comp’s Form &1 filed with the Securities and Exchar
Commission on October 11, 20

(8) Incorporated by reference to the Company’s CurRapgort on Form 8-K filed with the Securities anccEange Commission on July 3,
2008

(9) Incorporated by reference to the Company’s CurRagort on Form 8-K filed with the Securities andtcEange Commission on August 8,
2008

(20) Incorporated by reference to the Comy’s Quarterly Report on Form -Q filed with the Securities and Exchange CommissiorAugus
14, 200¢

(11) Incorporated by reference to the Comg’s Quarterly Report on Form -Q filed with the Securities and Exchange Commissio
November 14, 200

(12) Incorporated by reference to the Company’s CuriRaport on Form 8-K filed with the Securities anccEange Commission on February
3, 2009

(13) Incorporated by reference to the Company’s CurRaygort on Form 8-K filed with the Securities anccEange Commission on April 8,
2009

(14) Incorporated by reference to the Comf’s Annual Report on Form -K filed with the Securities and Exchange Commissiampril 15,
2009

(15) Incorporated by reference to the Comf’s Annual Report on Form -K/A filed with the Securities and Exchange Commaason April
30, 200¢

(16) Incorporated by reference to the Company’s CurRaygort on Form 8-K filed with the Securities anccEange Commission on May 18,
2009

(17) Incorporated by reference to the Company’s Quartedport on Form 10-Q filed with the Securities &xd¢hange Commission on May
20, 200¢

(18) Incorporated by reference to the Comg’s Current Report on Forn-K filed with the Securities and Exchange Commissianjuly 9,
2009

(19) Incorporated by reference to the Company’s CurRaygort on Form 8-K filed with the Securities anccEange Commission on July 23,
2009

(20) Incorporated by reference to the Company’s CuriRapgort on Form 8-K filed with the Securities andcEange Commission on August 3,
2009

(21) Incorporated by reference to the Comy’s Current Report on Forn-K filed with the Securities and Exchange CommissiorAugust
18, 200¢
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its behalf by
the undersigned thereunto duly authorized.

Bioheart, Inc.
Date: August 19, 200 By: /s/ Karl E. Groth, Ph.D.

Karl E. Groth, Ph.D.Chairman of the Board
and Chief Executive Office
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EXHIBIT 31.1
CERTIFICATION
I,Karl E. Groth, Ph.D., certify that:
1. | have reviewed this quarterly report on ForraQ0f Bioheart, Inc. (the “registrant”);

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our supervis
to ensure that material information relating to tbgistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) designed such internal control over financialoréing, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggtiae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

c) evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the teid’s internal control over financial reportirttat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of registrant’s board of directors parsons performing the equivalent functions):

a) all significant deficiencies and material weas®es in the design or operation of internal cortvelr financial reporting, which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

August 19, 2009

/s/ Karl E. Groth, Ph.D.
Name: Karl E. Groth, Ph.L
Title: Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION
I, Mark Borman, certify that:
1. | have reviewed this quarterly report on ForraQ0f Bioheart, Inc. (the "registrant");

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donditate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdth@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @efined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and procedoresused such disclosure controls and procedoites designed under our supervis
to ensure that material information relating to tbgistrant, including its consolidated subsidisris made known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

b) designed such internal control over financialoréing, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggtiae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

c) evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the teid’s internal control over financial reportirttat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of registrant’s board of directors parsons performing the equivalent functions):

a) all significant deficiencies and material weas®es in the design or operation of internal cortvelr financial reporting, which are
reasonably likely to adversely affect the regisisaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a signifiole in the registrant’s internal
control over financial reporting.

August 19, 2009

/s/ Mark Borman
Name: Mark Bormai
Title: Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Bioheémt. (the “Company”) on Form 10-Q for the quageded June 30, 2009 as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), the undersigned officer of ther@pany hereby certifies, pursuant to 18
U.S.C. section 906 of the Sarbanes-Oxley Act of2®8 such officer's knowledge that:

(i) the Quarterly Report on Form 10-Q of the Comp#or the quarterly period ended June 30, 2008 (tReport”) fully complies with the
requirements of Section 13(a) or Section 15(dppsicable, of the Securities Exchange Act of 13amended (subject to the Company’s
position prevailing in regard to the remaining walged SEC comment, as more fully described irRaport); and

(i) the information contained in the Report faidresents, in all material respects, the finarmiaidition and results of operations of the
Company.

A signed original of this written statement reqditgy Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon request.

August 19, 200¢ /s/Karl E. Groth, Ph.D.
Name: Karl E. Groth, Ph.L
Title: Chief Executive Officer




EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Bioheémt. (the “Company”) on Form 10-Q for the quageded June 30, 2009 as filed with the
Securities and Exchange Commission on the dat@h@he “Report”), the undersigned officer of ther@pany hereby certifies, pursuant to 18
U.S.C. section 906 of the Sarbanes-Oxley Act of2®8 such officer's knowledge that:

(i) the Quarterly Report on Form 10-Q of the Comp#or the quarterly period ended June 30, 2008 (tReport”) fully complies with the
requirements of Section 13(a) or Section 15(dppsicable, of the Securities Exchange Act of 13amended (subject to the Company’s
position prevailing in regard to the remaining walged SEC comment, as more fully described irRaport); and

(i) the information contained in the Report faidresents, in all material respects, the finarmiaidition and results of operations of the
Company.

A signed original of this written statement reqditgy Section 906 has been provided to the Compadydl be retained by the Company and
furnished to the Securities and Exchange Commigsidts staff upon request.

August 19, 200¢ /s/Mark Borman
Name: Mark Bormai
Title: Chief Financial Officer




