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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act
of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, which statements involve substantial risks and
uncertainties. Forward-looking statements generally relate to future events or our future financial or operating performance. In some cases,
you can identify forward-looking statements because they contain words such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,”
“could,” “intends,” “target,” “projects,” “contemplates,” “believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of
these words or other similar terms or expressions that concern our expectations, strategy, plans or intentions. Forward-looking statements
contained in this Quarterly Report on Form 10-Q include, but are not limited to, statements about:

● how long we expect to maintain liquidity to fund our planned level of operations and our ability to obtain additional funds for
our operations;

● the development of our drug and vaccine candidates, including when we expect to undertake, initiate and complete clinical
trials of our drug and vaccine candidates;

● the expectation, plans, projections, initiation, timing, progress and results of our research and development programs,
preclinical studies, any clinical trials, compassionate uses, Investigational New Drug filings, Clinical Trial Application
filings, New Drug Application filings, Biologics License Application, and other regulatory submissions;

● regulatory developments involving products and our facilities, including the timing and results of regulatory meetings and
inspections, and the ability to obtain regulatory approvals or otherwise bring products to market;

● the impact of any reductions in force or changes in regulatory priorities at the U.S. federal agencies responsible for
overseeing our industry;

● the regulatory status of our drug and vaccine candidates, including our ability to obtain and maintain orphan drug, rare
pediatric and Regenerative Medicine Advanced Therapy designations for our lead product candidate, deramiocel (also
referred to as CAP-1002);

● our ability to obtain approval for our products both in the United States and in countries outside the United States;
● our use of clinical research centers, third party manufacturers and other contractors;
● our ability to manufacture and maintain sufficient inventories of our products to meet commercial demand;
● our ability to find collaborative partners for research, development and commercialization of potential products and retain

commercial rights for our product candidates in the collaborations;
● our ability to manufacture products for clinical and commercial use;
● our ability to procure materials necessary for the manufacture of our product candidates at a cost that is acceptable to us;
● our ability to protect our patents and other intellectual property;
● our ability to raise additional financing and the terms of any additional financing;
● our ability to market any of our products;
● the implementation of our business model and strategic plans for our business, technologies and product candidates;
● our estimates of our expenses, ongoing losses, future revenue, future reimbursement prices for any commercial products, and

capital requirements;
● the impact of taxes on our business;
● our ability to compete against other companies and research institutions;
● our ability to expand our operations internationally;
● the effect of potential strategic transactions on our business;
● acceptance of our products by doctors, patients or payors and the availability of reimbursement for our product candidates;
● our ability to attract and retain key personnel; and
● the volatility of our stock price.
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We caution you that the forward-looking statements highlighted above do not encompass all of the forward-looking statements
made in this Quarterly Report on Form 10 - Q.

You should not rely upon forward-looking statements as predictions of future events. We have based the forward-looking
statements contained in this Quarterly Report on Form 10-Q primarily on our current expectations and projections about future events and
trends that we believe may affect our business, financial condition, results of operations and prospects. The outcome of the events described
in these forward-looking statements is subject to risks, uncertainties and other factors, including, but not limited to, those risks set forth
under Part I, Item 1A, “Risk Factors” in the Company’s most recent annual report on Form 10-K. Moreover, we operate in a very
competitive and challenging environment. New risks and uncertainties emerge from time to time, and it is not possible for us to predict all
risks and uncertainties that could have an impact on the forward-looking statements contained in this Quarterly Report on Form 10-Q. We
cannot assure you that the results, events and circumstances reflected in the forward-looking statements will be achieved or occur, and
actual results, events or circumstances could differ materially from those described in the forward-looking statements. Additionally, final
data may differ significantly from preliminary data reported in this document.

The forward-looking statements made in this Quarterly Report on Form 10-Q relate only to events as of the date on which the
statements are made. We undertake no obligation to update any forward-looking statements made in this Quarterly Report on Form 10-Q to
reflect events or circumstances after the date of this Quarterly Report on Form 10-Q or to reflect new information or the occurrence of
unanticipated events, except as required by law. We may not actually achieve the plans, intentions or expectations disclosed in our forward-
looking statements and you should not place undue reliance on our forward-looking statements. Our forward-looking statements do not
reflect the potential impact of any future acquisitions, mergers, dispositions, joint ventures or investments we may make, if any.

This Quarterly Report on Form 10-Q also contains data, estimates and forecasts that are based on independent industry
publications or other publicly available information, as well as other information based on our internal sources. Although we believe that
the third-party sources referred to in this Quarterly Report on Form 10-Q are reliable, we have not independently verified the information
provided by these third parties. While we are not aware of any misstatements regarding any third-party information presented in this report,
their estimates, in particular, as they relate to projections, involve numerous assumptions, are subject to risks and uncertainties, and are
subject to change based on various factors.
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PART I — FINANCIAL INFORMATION
Item 1.   Financial Statements.

CAPRICOR THERAPEUTICS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS

    March 31, 2025     
(unaudited) December 31, 2024

CURRENT ASSETS
Cash and cash equivalents $ 28,794,503 $ 11,286,996
Marketable securities  115,982,893  140,228,881
Receivables  59,834  10,368,489
Prepaid expenses and other current assets  1,413,754  1,500,901

TOTAL CURRENT ASSETS  146,250,984  163,385,267

PROPERTY AND EQUIPMENT, net  6,133,870  5,561,597

OTHER ASSETS       
Lease right-of-use assets, net 1,127,745 1,312,522
Other assets  253,374  221,700

TOTAL ASSETS $ 153,765,973 $ 170,481,086

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES       
Accounts payable $ 5,253,636 $ 3,283,712
Accrued expenses 4,241,118 4,907,665
Lease liabilities, current 842,101 834,799
Deferred revenue, current 12,000,000 12,000,000

TOTAL CURRENT LIABILITIES  22,336,855  21,026,176

LONG-TERM LIABILITIES       
CIRM liability 3,376,259 3,376,259
Lease liabilities, net of current 407,392 616,315

TOTAL LONG-TERM LIABILITIES  3,783,651  3,992,574

TOTAL LIABILITIES  26,120,506  25,018,750

COMMITMENTS AND CONTINGENCIES (NOTE 6)       

STOCKHOLDERS’ EQUITY       
Preferred stock, $0.001 par value, 5,000,000 shares authorized, none issued and outstanding  —  —
Common stock, $0.001 par value, 100,000,000 shares authorized, 45,676,887 and 45,582,288 shares
issued and outstanding, respectively  45,677  45,582
Additional paid-in capital  350,013,996  344,224,338
Accumulated other comprehensive income  1,811,927  1,026,955
Accumulated deficit  (224,226,133)  (199,834,539)

TOTAL STOCKHOLDERS’ EQUITY  127,645,467  145,462,336

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 153,765,973 $ 170,481,086

See accompanying notes to the unaudited condensed consolidated financial statements.
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CAPRICOR THERAPEUTICS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(UNAUDITED)

Three Months Ended  March 31, 
    2025     2024

REVENUE
Revenue $ — $ 4,906,877

TOTAL REVENUE  —  4,906,877

OPERATING EXPENSES       
Research and development  18,915,572  11,101,013
General and administrative  6,067,376  4,071,766

TOTAL OPERATING EXPENSES  24,982,948  15,172,779

LOSS FROM OPERATIONS  (24,982,948)  (10,265,902)

OTHER INCOME (EXPENSE)       
Other income  12,485  —
Investment income 729,542 471,829
Loss on disposal of fixed assets (150,673) —

TOTAL OTHER INCOME (EXPENSE)  591,354  471,829

NET LOSS (24,391,594) (9,794,073)

OTHER COMPREHENSIVE INCOME       
Net unrealized gain on marketable securities  784,972  71,888

COMPREHENSIVE LOSS $ (23,606,622) $ (9,722,185)

Net loss per share, basic and diluted $ (0.53) $ (0.31)
Weighted average number of shares, basic and diluted  45,636,633  31,354,629

See accompanying notes to the unaudited condensed consolidated financial statements.
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CAPRICOR THERAPEUTICS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

(UNAUDITED)

OTHER TOTAL
COMMON STOCK ADDITIONAL PAID- COMPREHENSIVE ACCUMULATED STOCKHOLDERS'

    SHARES     AMOUNT    IN CAPITAL     INCOME     DEFICIT     EQUITY

Balance at December 31, 2024  45,582,288 $ 45,582 $ 344,224,338 $ 1,026,955 $ (199,834,539) $ 145,462,336

Exercise of common warrants 699 1 3,983 — — 3,984

Stock-based compensation  — — 5,481,938 — —  5,481,938

Vesting of restricted stock awards 17,210 17 257,444 — — 257,461

Stock options exercised  76,690 77 46,293 — —  46,370

Unrealized gain on marketable
securities  — — — 784,972 —  784,972

Net loss  (24,391,594)  (24,391,594)

Balance at March 31, 2025  45,676,887 $ 45,677 $ 350,013,996 $ 1,811,927 $ (224,226,133) $ 127,645,467

OTHER TOTAL
COMMON STOCK ADDITIONAL PAID- COMPREHENSIVE ACCUMULATED STOCKHOLDERS'

    SHARES     AMOUNT    IN CAPITAL     INCOME     DEFICIT     EQUITY 

Balance at December 31, 2023  31,148,320 $ 31,148 $ 181,701,859 $ 235,813 $ (159,367,353) $ 22,601,467

Issuance of common stock, net of fees 447,221  447  2,289,797  —  —  2,290,244

Stock-based compensation — — 3,265,412 — — 3,265,412

Stock options exercised 4,642 5 (5) — — —

Unrealized gain on marketable
securities — — — 71,888 — 71,888

Net loss  —  —  —  —  (9,794,073)  (9,794,073)

Balance at March 31, 2024  31,600,183 $ 31,600 $ 187,257,063 $ 307,701 $ (169,161,426) $ 18,434,938

See accompanying notes to the unaudited condensed consolidated financial statements.
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CAPRICOR THERAPEUTICS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Three months ended March 31, 
    2025     2024

Cash flows from operating activities:
Net loss $ (24,391,594) $ (9,794,073)
Adjustments to reconcile net loss to net cash used in operating activities:       

Loss on disposal of fixed assets 150,673 —
Depreciation and amortization  405,450  331,406
Stock-based compensation  5,481,938  3,265,412
Restricted stock awards granted 257,461 —
Changes in lease liabilities (16,844) (10,100)

Changes in operating assets and liabilities:       
Receivables  10,308,655  10,002,993
Prepaid expenses and other current assets  87,147  (130,068)
Other assets  (31,674)  (25,550)
Accounts payable and accrued expenses 1,315,268 (1,584)
Deferred revenue  —  (4,906,876)

Net cash used in operating activities  (6,433,520)  (1,268,440)

Cash flows from investing activities:       
Purchase of marketable securities  (18,181,600)  (33,210,697)
Proceeds from sales and maturities of marketable securities  43,212,559  24,373,000
Purchases of property and equipment (896,007) (608,588)
Payments for leasehold improvements  (244,279)  (55,729)

Net cash provided by (used in) investing activities  23,890,673  (9,502,014)

Cash flows from financing activities:       
Net proceeds from sale of common stock  —  2,290,244
Proceeds from exercise of stock awards and warrants  50,354  —

Net cash provided by financing activities  50,354  2,290,244

Net increase (decrease) in cash and cash equivalents  17,507,507  (8,480,210)

Cash and cash equivalents balance at beginning of period  11,286,996  14,694,857

Cash and cash equivalents balance at end of period $ 28,794,503 $ 6,214,647

Supplemental disclosures of cash flow information:       
Interest paid in cash $ — $ —
Income taxes paid in cash $ — $ —

See accompanying notes to the unaudited condensed consolidated financial statements.
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CAPRICOR THERAPEUTICS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1.            ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business

Capricor Therapeutics, Inc., a Delaware corporation (together with its wholly-owned subsidiary, referred to herein as “Capricor
Therapeutics,” the “Company,” “we,” “us” or “our”), is a clinical-stage biotechnology company focused on the development of
transformative cell and exosome-based therapeutics for treating Duchenne muscular dystrophy (“DMD”), a rare form of muscular
dystrophy which results in muscle degeneration and premature death, and other diseases with high unmet medical needs. Capricor, Inc.
(“Capricor”), a wholly-owned subsidiary of Capricor Therapeutics, was founded in 2005 as a Delaware corporation. Capricor became
public after the completion of a merger between Capricor and a subsidiary of Nile Therapeutics, Inc., a Delaware corporation (“Nile”), in
2013, where Capricor became a wholly-owned subsidiary of Nile and Nile formally changed its name to Capricor Therapeutics, Inc.
Capricor Therapeutics was listed on the Nasdaq Capital Market shortly thereafter. Capricor Therapeutics, together with its subsidiary,
Capricor, has multiple therapeutic drug candidates in various stages of development.

Basis of Presentation

The accompanying unaudited interim condensed consolidated financial statements for Capricor Therapeutics and its wholly-
owned subsidiary have been prepared in accordance with generally accepted accounting principles in the United States of America (“U.S.
GAAP”) and with the instructions to Form 10-Q and, therefore, do not include all disclosures necessary for a complete presentation of
financial position, results of operations and cash flows in conformity with U.S. GAAP. In the Company’s opinion, all adjustments,
consisting of normal and recurring adjustments, considered necessary for a fair presentation have been included. The accompanying
financial information should be read in conjunction with the financial statements and the notes thereto in the Company’s most recent
Annual Report on Form 10-K, as filed with the Securities and Exchange Commission (the “SEC”) on March 26, 2025, from which the
December 31, 2024 consolidated balance sheet was derived. Interim results are not necessarily indicative of the results that may be
expected for the year ending December 31, 2025.

Basis of Consolidation

Our condensed consolidated financial statements include the accounts of the Company and our wholly-owned subsidiary. All
intercompany transactions have been eliminated in consolidation.

Reclassification

Certain reclassification of prior period amounts has been made to conform to the current year presentation.

Liquidity and Capital Resources

As of March 31, 2025, the Company’s cash, cash equivalents and marketable securities totaled approximately $144.8 million with
an accumulated deficit of approximately $224.2 million. The Company has historically financed its research and development activities as
well as operational expenses primarily from equity financings, and payments from collaboration partners. The Company’s principal uses of
cash are for research and development expenses, expenses in development of manufacturing capabilities, general and administrative
expenses, capital expenditures and other working capital requirements.
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The Company’s future expenditures and capital requirements may be substantial and will depend on many factors, including, but
not limited to, the following:

● the timing and costs associated with our research and development activities, commercial launch activities, clinical trials and
preclinical studies;

● the timing and costs associated with the manufacturing of our product candidates, including the expansion of our
manufacturing capacity to support the potential commercialization of deramiocel for DMD in the United States and other
select territories;

● the timing and costs associated with potential commercialization of our product candidates;
● the number and scope of our research programs, including the expansion of our exosomes program;
● the costs involved in prosecuting and enforcing patent claims and other intellectual property rights; and
● the costs associated with pursuing marketing approval and potential commercialization of deramiocel in countries outside the

United States.

The Company’s options for raising additional capital include potentially seeking additional financing primarily from, but not
limited to, the sale and issuance of equity or debt securities, the licensing or sale of its technology and other assets, potential distribution
and other partnering opportunities, and potentially from government grants. The Company has incurred significant operating losses and
negative cash flows from operations.

The Company will require substantial additional capital to fund its operations. The Company cannot provide assurances that
financing will be available when and as needed or that, if available, financing will be available on favorable or acceptable terms. If the
Company is unable to obtain additional financing when and if required, it would have a material adverse effect on the Company’s business
and results of operations. The Company would likely need to delay, curtail or terminate portions of its clinical trials and research and
development programs. To the extent the Company issues additional equity securities, its existing stockholders would experience
substantial dilution.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed
consolidated financial statements. Estimates also affect the reported amounts of revenues and expenses during the reporting period.
Management uses its historical records and knowledge of its business in making these estimates. Accordingly, actual results may differ
from these estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investments with a maturity of less than 30 days at the date of purchase to be cash
equivalents.

Marketable Securities

The Company determines the appropriate classification of its marketable securities at the time of purchase and reevaluates such
designation at each balance sheet date. All of the Company’s marketable securities are considered as available-for-sale and carried at
estimated fair values. Realized gains and losses on the sale of debt and equity securities are determined using the specific identification
method. Unrealized gains and losses on available-for-sale securities are presented as accumulated other comprehensive income (loss) as a
separate component of stockholders’ equity. As of March 31, 2025, marketable securities consist primarily of short-term United States
treasuries.

Property and Equipment

Property and equipment are stated at cost. Repairs and maintenance costs are expensed in the period incurred. Depreciation is
computed using the straight-line method over the related estimated useful life of the asset, which such estimated useful lives range from
five to seven years. Leasehold improvements are depreciated on a straight-line basis
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over the shorter of the useful life of the asset or the lease term. Depreciation was $405,450 and $331,406 for the three months ended
March 31, 2025 and 2024, respectively.

Property and equipment, net consisted of the following:

    March 31,     December 31, 
    2025     2024

Furniture and fixtures $ 178,243 $ 192,083
Laboratory equipment  6,991,107  6,318,362
Leasehold improvements  2,635,858  2,501,207

 9,805,208  9,011,652
Less accumulated depreciation  (3,671,338)  (3,450,055)
Property and equipment, net $ 6,133,870 $ 5,561,597

Long-Lived Assets

The Company accounts for the impairment and disposition of long-live assets in accordance with guidance issued by the Financial
Accounting Standards Board (“FASB”). Long-lived assets to be held and used are reviewed for events or changes in circumstances that
indicate that their carrying value may not be recoverable, or annually. No impairment related to long-lived assets was recorded for the three
months ended March 31, 2025 and 2024.

Accrued Expenses

Accrued expenses consist of the following:

    March 31,     December 31, 
    2025     2024

Accrued clinical expenses $ 2,159,463 $ 1,919,437
Accrued payroll and related costs  1,879,974  2,552,516
Other accrued expenses 201,681 435,712
Total accrued expenses $ 4,241,118 $ 4,907,665

Leases

Accounting Standards Codification (“ASC”) Topic 842, Leases (“ASC 842”), requires lessees to recognize most leases on the
balance sheet with a corresponding right-to-use asset (“ROU asset”). ROU assets represent the Company’s right to use an underlying asset
for the lease term and lease liabilities represent the Company’s obligation to make lease payments arising from the lease. The assets and
lease liabilities are recognized at the lease commencement date based on the estimated present value of fixed lease payments over the lease
term. ROU assets are evaluated for impairment using the long-lived assets impairment guidance.

Leases will be classified as financing or operating, which will drive the expense recognition pattern. The Company elects to
exclude short-term leases from ASC 842 analysis if and when the Company has them.

The Company leases office and laboratory space, all of which are operating leases (see Note 6 - “Commitments and
Contingencies”). Most leases include the option to renew and the exercise of the renewal options is at the Company’s sole discretion.
Options to renew a lease are not included in the Company’s assessment unless there is reasonable certainty that the Company will renew. In
addition, the Company’s lease agreements generally do not contain any residual value guarantees or restrictive covenants.

The interest rate implicit in lease contracts is typically not readily determinable. As a result, the Company utilizes its incremental
borrowing rate, which reflects the fixed rate at which the Company could borrow on a collateralized basis the amount of the lease payments
in the same currency, for a similar term, in a similar economic environment.
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For real estate leases, the Company has elected the practical expedient under ASC 842 to account for the lease and non-lease
components together for existing classes of underlying assets and allocates the contract consideration to the lease component only. This
practical expedient is not elected for manufacturing facilities and equipment embedded in product supply arrangements.

Revenue Recognition

The Company recognizes revenue following a five-step framework as control of promised goods or services is transferred to a
customer at an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services by:
(i) identifying the contract; (ii) identifying the performance obligations; (iii) determining the transaction price; (iv) allocating the
transaction price to the performance obligations in the contract; and (v) recognizing revenue when (or as) the Company satisfies a
performance obligation. At contract inception, the Company assesses whether the goods or services promised within each contract are
distinct and, therefore, represent a separate performance obligation, or whether they are not distinct and are combined with other goods and
services until a distinct bundle is identified. The Company then determines the transaction price, which typically includes upfront payments
and any variable consideration that the Company determines is probable to not cause a significant reversal in the amount of cumulative
revenue recognized when the uncertainty associated with the variable consideration is resolved. The Company then allocates the transaction
price to each performance obligation and recognizes the associated revenue when, or as, each performance obligation is satisfied.

The Company’s distribution agreements may entitle it to additional payments upon the achievement of milestones or shares of
product revenue on sales. The milestones are generally categorized into two types: development milestones, and sales-based milestones.
The Company evaluates whether it is probable that the consideration associated with each milestone or shared revenue payments will not
be subject to a significant reversal in the cumulative amount of revenue recognized. Amounts that meet this threshold are included in the
transaction price using the most likely amount method, whereas amounts that do not meet this threshold are excluded from the transaction
price until they meet this threshold. At the end of each subsequent reporting period, the Company re-evaluates the probability of a
significant reversal of the cumulative revenue recognized for its milestones and shared revenue payments, and, if necessary, adjusts its
estimate of the overall transaction price. Any such adjustments are recorded on a cumulative catch-up basis, which would affect revenues
and net income (loss) in the Company’s condensed consolidated statements of operation and comprehensive loss. Typically, milestone
payments and shared revenue payments are achieved after the Company’s performance obligations associated with the distribution
agreements have been completed and after the customer has assumed responsibility for the commercialization program. Milestones or
shared revenue payments achieved after the Company’s performance obligations have been completed are recognized as revenue in the
period the milestone or shared revenue payments were achieved. If a milestone payment is achieved during the performance period, the
milestone payment would be recognized as revenue to the extent performance had been completed at that point, and the remaining balance
would be recorded as deferred revenue.

The revenue standard requires the Company to assess whether a significant financing component exists in determining the
transaction price. The Company performs this assessment at the onset of its distribution agreements. Typically, a significant financing
component does not exist because the customer is paying for services in advance with an upfront payment. Additionally, future shared
revenue payments are not substantially within the control of the Company or the customer.

Whenever the Company determines that goods or services promised in a contract should be accounted for as a combined
performance obligation over time, the Company determines the period over which the performance obligations will be performed and
revenue will be recognized. Revenue is recognized using either the proportional performance method or on a straight-line basis if efforts
will be expended evenly over time. Percentage of completion of patient visits in clinical trials are used as the measure of performance. The
Company feels this method of measurement to be the best depiction of the transfer of services and recognition of revenue. Significant
management judgment is required in determining the level of effort required under an arrangement and the period over which the Company
is expected to
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complete its performance obligations. If the Company determines that the performance obligation is satisfied over time, any upfront
payment received is initially recorded as deferred revenue on its condensed consolidated balance sheets.

Certain judgments affect the application of the Company’s revenue recognition policy. For example, the Company records short-
term (less than one year) and long-term (over one year) deferred revenue based on its best estimate of when such revenue will be
recognized. This estimate is based on the Company’s current operating plan, and the Company may recognize a different amount of
deferred revenue over the next 12-month period if its operating plan changes in the future.

Under the U.S. Commercialization and Distribution Agreement (the “U.S. Distribution Agreement”) with Nippon Shinyaku Co.,
Ltd., a Japanese corporation (“Nippon Shinyaku”), the transaction price consists of variable shared revenue payments and fixed
components in the form of an upfront payment and milestones. For the first performance obligation identified, which is the conduct of the
HOPE-3, Phase 3 clinical study, the timing of the fixed component of the transaction price is upfront, however, the performance obligation
is satisfied over a period of time, which is the estimated duration of the HOPE-3 clinical trial, Cohort A arm. Therefore, upon receipt of the
upfront payment and achievement of the first milestone, a contract liability is recorded which represents deferred revenue. The Company
evaluates the measure of progress for each reporting period and, if necessary, adjusts the related revenue recognition. For the second
performance obligation identified, which is the submission of our BLA to the FDA, the payment was due at the point in time when the
application was submitted in December 2024. As such, revenue was recognized at the point in time, and a contract asset was recorded
which represents accounts receivable.

Receivables

As of March 31, 2025, receivables primarily consisted of $59,166 related to funds due from the Employee Retention Credit. As of
December 31, 2024, accounts receivable primarily consisted of $10 million due from Nippon Shinyaku, related to the second milestone
payment, as well as $366,551 related to funds due from the Employee Retention Credit.

Research and Development

Costs relating to the design and development of new products are expensed as research and development as incurred in accordance
with FASB ASC 730-10, Research and Development. Research and development costs amounted to approximately $18.9 million and $11.1
million for the three months ended March 31, 2025 and 2024, respectively.

Comprehensive Income (Loss)

Comprehensive income (loss) generally represents all changes in stockholders’ equity during the period except those resulting
from investments by, or distributions to, stockholders. The Company’s comprehensive loss was approximately $23.6 million and $9.7
million for the three months ended March 31, 2025 and 2024, respectively. The Company’s other comprehensive income is related to a net
unrealized gain on marketable securities. The Company’s other comprehensive income was $784,972 and $71,888 for the three months
ended March 31, 2025 and 2024, respectively.

Clinical Trial Expense

As part of the process of preparing our condensed consolidated financial statements, we are required to estimate our accrued
expenses. Our clinical trial accrual process is designed to account for expenses resulting from our obligations under contracts with vendors,
consultants, contract research organizations (“CROs”), and clinical site agreements in connection with conducting clinical trials. The
financial terms of these contracts are subject to negotiations, which vary from contract to contract and may result in payment flows that do
not match the periods over which materials or services are provided to us under such contracts. Our objective is to reflect the appropriate
clinical trial expenses in our condensed consolidated financial statements by matching the appropriate expenses with the period in which
services are provided and efforts are expended. We account for these expenses according to the progress of the trial as measured by patient
progression and the timing of various aspects of the trial. We determine accrual estimates through financial models that take into account
discussions with applicable personnel and outside service providers as to the progress or state of
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completion of trials, or the services completed. During the course of a clinical trial, we adjust our clinical expense recognition if actual
results differ from our estimates. We make estimates of our accrued expenses as of each balance sheet date in our condensed consolidated
financial statements based on the facts and circumstances known to us at that time. Our clinical trial accrual and prepaid assets are
dependent, in part, upon the receipt of timely and accurate reporting from CROs and other third-party vendors. Although we do not expect
our estimates to be materially different from amounts actually incurred, our understanding of the status and timing of services performed
relative to the actual status and timing of services performed may vary and may result in us reporting amounts that are too high or too low
for any particular period.

Stock-Based Compensation

The Company accounts for stock-based employee compensation arrangements in accordance with guidance issued by the FASB,
which requires the measurement and recognition of compensation expense for all share-based payment awards made to employees,
consultants, and directors based on estimated fair values.

For stock options, the Company estimates the fair value of the awards on the date of grant using an option-pricing model. The
value of the portion of the award that is ultimately expected to vest is recognized as an expense over the requisite service periods in the
Company’s statements of operations and comprehensive loss. The Company estimates the fair value of stock-based compensation awards
using the Black-Scholes model. This model requires the Company to estimate the expected volatility and value of its common stock and the
expected term of the stock options, all of which are highly complex and subjective variables. The variables take into consideration, among
other things, actual and projected stock option exercise behavior. For employees and directors, the expected life was calculated based on
the simplified method as described by the SEC Staff Accounting Bulletin No. 110, Share-Based Payment. For other service providers, the
expected life was calculated using the contractual term of the award. The Company's estimate of expected volatility was based on the
historical stock price of the Company. The Company has selected a risk-free rate based on the implied yield available on U.S. Treasury
securities with a maturity equivalent to the expected term of the options.

For restricted stock awards, the Company determines the fair value using the Company’s adjusted closing stock price on the grant
date.

Basic and Diluted Loss per Share

The Company reports earnings per share in accordance with FASB ASC 260-10, Earnings per Share. Basic earnings (loss) per
share is computed by dividing income (loss) available to common stockholders by the weighted-average number of shares of common
stock outstanding during the period. Diluted earnings (loss) per share is computed similarly to basic earnings (loss) per share except that the
denominator is increased to include the number of additional shares of common stock that would have been outstanding if the potential
shares of common stock had been issued and if the additional shares of common stock were dilutive.

For the three months ended March 31, 2025 and 2024, warrants and options to purchase 17,428,769 and 15,670,163 shares of
common stock, respectively, have been excluded from the computation of potentially dilutive securities. Potentially dilutive shares of
common stock, which primarily consist of stock options issued to employees, consultants, and directors as well as warrants issued, have
been excluded from the diluted loss per share calculation because their effect is anti-dilutive. Because the impact of these items is anti-
dilutive during periods of net loss, there was no difference between basic and diluted loss per share for the three months ended March 31,
2025 and 2024.
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Fair Value Measurements

Assets and liabilities recorded at fair value in the balance sheet are categorized based upon the level of judgment associated with
the inputs used to measure their fair value. The categories are as follows:

Level Input:     Input Definition:

Level I Inputs are unadjusted, quoted prices for identical assets or liabilities in active markets at the
measurement date.

Level II Inputs, other than quoted prices included in Level I, that are observable for the asset or
liability through corroboration with market data at the measurement date.

Level III Unobservable inputs that reflect management’s best estimate of what market participants
would use in pricing the asset or liability at the measurement date.

The following table summarizes the fair value measurements by level at March 31, 2025 and December 31, 2024 for assets and
liabilities measured at fair value on a recurring basis:

March 31, 2025
    Level I     Level II     Level III     Total

Marketable Securities $ 115,982,893 $ — $ — $ 115,982,893

 December 31, 2024
    Level I     Level II     Level III     Total

Marketable Securities $ 140,228,881 $ — $ — $ 140,228,881

Carrying amounts reported in the balance sheet of cash and cash equivalents, receivables, prepaid expenses and other current
assets, accounts payable, accrued expenses, and deferred revenue approximate fair value due to their relatively short maturity. The carrying
amounts of the Company’s marketable securities are based on market quotations from national exchanges at the balance sheet date. Interest
and dividend income are recognized separately on the income statement based on classifications provided by the brokerage firm holding
the investments. The fair value of borrowings is not considered to be significantly different from its carrying amount because the stated
rates for such debt reflect current market rates and conditions.

Segment Information

The Company operates as a single segment because its chief operating decision maker review operating results on an aggregate
basis and manage its operations as a single operating segment.

Recent Accounting Pronouncements

In November 2024, the FASB issued ASU No. 2024-03, Disaggregation of Income Statement Expenses (Subtopic 220-40). The
ASU requires the disaggregated disclosure of specific expense categories, including purchases of inventory, employee compensation,
depreciation and amortization, within relevant income statement captions. This ASU also requires disclosure of the total amount of selling
expenses along with the definition of selling expenses. The ASU is effective for annual periods beginning after December 15, 2026, and
interim periods within fiscal years beginning after December 15, 2027. Adoption of this ASU can either be applied prospectively to
consolidated financial statements issued for reporting periods after the effective date of this ASU or retrospectively to any or all prior
periods presented in the consolidated financial statements. Early adoption is also permitted. This ASU will likely result in the required
additional disclosures being included in our consolidated financial statements once adopted. The Company is currently evaluating the
impact this guidance will have on its financial statement disclosures.
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Other recent accounting pronouncements issued by the FASB, including its Emerging Issues Task Force, the American Institute of
Certified Public Accountants, and the SEC, did not or are not believed by management to have a material impact on the Company’s present
or future consolidated financial statement presentation or disclosures.

2.            STOCKHOLDERS’ EQUITY

October 2024 Underwritten Public Offering

On October 16, 2024, the Company entered into an underwriting agreement (the “Underwriting Agreement”) with Piper Sandler
and Oppenheimer as representatives of the underwriters (the “Underwriters”), pursuant to which the Company agreed to sell and issue, in a
public offering, an aggregate of 5,073,800 shares of common stock, including the exercise in full of the underwriters’ option to purchase
additional shares to cover over allotments, at a public offering price of $17.00 per share for total gross proceeds of approximately $86.3
million, before deducting underwriting commissions and other offering expenses payable by the Company. The Company paid cash
commissions on the gross proceeds, plus reimbursement of expenses to the Underwriters, as well as legal and accounting fees in the
aggregate amount of approximately $5.4 million.

September 2024 Private Placement

On September 16, 2024, the Company entered into a Subscription Agreement with Nippon Shinyaku  pursuant to which the
Company agreed to issue and sell to Nippon Shinyaku in a private placement (the “Private Placement”), an aggregate of 2,798,507 shares
of the common stock of the Company at a price per Share of $5.36, which was issued at a 20% premium to the 60-day volume-weighted
average price, for an aggregate purchase price of approximately $15.0 million. The Subscription Agreement also included lock-up
provisions restricting Nippon Shinyaku from selling or otherwise disposing of shares of Common Stock until the six-month anniversary of
the Closing Date which occurred on March 15, 2025.

In connection with the Private Placement, the Company also entered into a Registration Rights Agreement with Nippon Shinyaku
on September 16, 2024 (the “Registration Rights Agreement”). Pursuant to the terms of the Registration Rights Agreement, the Company
has filed with the SEC a registration statement to register for resale the shares sold in the Private Placement, which registration statement
was declared effective on November 8, 2024.

ATM Program

The Company established an at-the-market offering under a prospectus supplement for aggregate sales proceeds of up to $75.0
million (the “ATM Program”) on June 21, 2021, with an aggregate offering price of up to $75.0 million, pursuant to a Common Stock Sales
Agreement with H.C. Wainwright & Co. LLC (“Wainwright”) by which Wainwright sold our common stock at the market prices prevailing
at the time of sale. Wainwright was entitled to compensation for its services at a commission rate of 3.0% of the gross sales price per share
of common stock sold plus reimbursement of certain expenses.

From June 21, 2021 through October 1, 2024, the Company sold an aggregate of 9,228,383 shares of common stock under the
ATM Program at an average price of approximately $8.13 per share for gross proceeds of approximately $75.0 million which represents all
amounts that were available to be sold under the ATM program. Effective October 1, 2024, the ATM Program was closed and terminated.
The Company paid cash commissions on the gross proceeds, plus reimbursement of expenses to Wainwright, as well as legal and
accounting fees in the aggregate amount of approximately $2.4 million.
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3.            STOCK AWARDS, WARRANTS AND OPTIONS

Warrants

The following table summarizes all warrant activity for the three months ended March 31, 2025:

Weighted Average
    Warrants     Exercise Price

Outstanding at December 31, 2024  4,935,621 $ 5.70
Granted — —
Exercised (699) 5.70
Outstanding at March 31, 2025  4,934,922 $ 5.70

The following table summarizes all outstanding warrants to purchase shares of the Company’s common stock:

Warrants Outstanding
March 31, December 31, Exercise Price Expiration

Type     Grant Date     2025     2024     per Share     Date
Common Warrants 10/3/2023 4,934,922 4,935,621 $ 5.70 10/3/2030

4,934,922 4,935,621

Stock Awards

The Company’s Board of Directors (the “Board”) has approved five stock option plans: (i) the 2006 Stock Option Plan, (ii) the
2012 Restated Equity Incentive Plan (which superseded the 2006 Stock Option Plan) (the “2012 Plan”), (iii) the 2012 Non-Employee
Director Stock Option Plan (the “2012 Non-Employee Director Plan”), (iv) the 2020 Equity Incentive Plan (the “2020 Plan”), and (v) the
2021 Equity Incentive Plan (the “2021 Plan”). At this time, the Company only issues stock options and restricted stock awards under the
2020 Plan and the 2021 Plan and no longer issues stock awards under the 2006 Stock Option Plan, the 2012 Plan, or the 2012 Non-
Employee Director Plan.

In June 2021, the Company’s stockholders approved the 2021 Plan, which authorized 3,500,000 shares of common stock reserved
under the 2021 Plan for the issuance of stock awards. The number of shares available for issuance under the 2021 Plan shall be
automatically increased on January 1 of each year, commencing with January 1, 2022, by an amount equal to the lesser of 5% of the
outstanding shares of Common Stock as of the last day of the immediately preceding fiscal year or such number of shares determined by
the compensation committee of the Board. On January 1, 2025 and 2024, 2,279,114 and 1,557,416 shares were added under the 2021 Plan,
respectively.

As of March 31, 2025, 468,019 shares remain available for issuance under the respective stock option plans.

The Company’s stock option plans are administered by the Board, in conjunction with the compensation committee of the Board,
which determines the recipients and types of awards to be granted, as well as the number of shares subject to the awards, the exercise price
and the vesting schedule. Each stock award granted will be designated in the award agreement as either an incentive stock option, a
nonstatutory stock option, or a restricted stock award. Notwithstanding such designation, however, to the extent that the aggregate fair
market value of the shares with respect to which incentive stock options are exercisable for the first time by the participant during any
calendar year (under all plans of the Company and any parent or subsidiary) exceeds $100,000, such options will be treated as nonstatutory
stock options. Stock options are granted with an exercise price not less than equal to the closing price of the Company’s common stock on
the date of grant, and generally vest over a period of one to four years. The term of stock options granted under each of the plans cannot
exceed ten years.

Stock Option Awards

The estimated weighted average fair value of the options granted during the three months ended March 31, 2025 and 2024 were
approximately $12.73 and $4.59 per share, respectively.
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The Company estimates the fair value of each option award using the Black-Scholes option-pricing model. The company used the
following assumptions to estimate the fair value of stock options issued during the three months ended March 31, 2025 and 2024:

    Three months ended March 31,  
2025 2024

Expected volatility  112 - 114 %  109 - 119 %
Expected term  5 - 6 years  5 - 7 years
Dividend yield  0 %  0 %

Risk-free interest rates  4.3 - 4.5 %  3.9 - 4.3 %

Employee and non-employee stock-based compensation expense was as follows:

Three months ended March 31, 
    2025     2024

General and administrative $ 3,000,814 $ 2,277,685
Research and development  2,738,585  987,727
Total $ 5,739,399 $ 3,265,412

The Company does not recognize an income tax benefit as the Company believes that an actual income tax benefit may not be
realized. For non-qualified stock options, the loss creates a timing difference, resulting in a deferred tax asset, which is fully reserved by a
valuation allowance.

As of March 31, 2025, the total unrecognized fair value compensation cost related to non-vested stock options was approximately
$39.2 million, which is expected to be recognized over a weighted average period of approximately 1.7 years.

The following is a schedule summarizing employee and non-employee stock option activity for the three months ended
March 31, 2025:

Number of Weighted Average Aggregate
    Options     Exercise Price     Intrinsic Value

Outstanding at December 31, 2024  10,731,183 $ 4.38  
Granted  1,965,527  14.96    
Exercised  (91,071)  2.73  $ 1,013,399
Expired/Cancelled  (111,792)  6.23    
Outstanding at March 31, 2025  12,493,847 $ 6.04 $ 56,520,694
Exercisable at March 31, 2025  7,176,223 $ 3.89 $ 41,437,055

The aggregate intrinsic value represents the difference between the exercise price of the options and the estimated fair value of the
Company’s common stock for each of the respective periods.

Restricted Stock Awards

The Company has granted restricted stock awards (“RSAs”) under the 2021 Plan. The stock awards are fully vested upon grant
and each outstanding RSA will be exchanged for one share of the Company’s common stock. The Company estimates the fair value of each
restricted stock award using the Company’s adjusted closing stock price on the grant date.
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The following table summarized the activity of the Company’s RSA for the three months ended March 31, 2025:

Weighted Average
Number of Grant Date

    RSAs     Fair Value
Outstanding at December 31, 2024  — $ —
Granted  17,210  14.96
Vested  (17,210)  14.96
Expired/Cancelled  —  —
Outstanding at March 31, 2025  — $ —

4.            CONCENTRATIONS

Concentration of Risk

Financial instruments, which potentially subject the Company to concentrations of credit risk, principally consist of cash, cash
equivalents, and marketable securities. The Company maintains accounts at three financial institutions. These accounts are insured by the
Federal Deposit Insurance Corporation (the “FDIC”) for up to $250,000 and/or the Securities Investor Protection Corporation, as
applicable. The Company monitors the financial stability of the financial institutions with which it maintains accounts and believes it is not
exposed to any significant credit risk in cash and cash equivalents. Historically, the Company has not experienced any significant losses in
such accounts and does not believe it is exposed to any significant credit risk due to the quality nature of the financial instruments in which
the money is held.

5.            GOVERNMENT GRANT AWARDS

CIRM Grant Award (HOPE)

On June 16, 2016, Capricor entered into the CIRM Award with CIRM in the amount of approximately $3.4 million to fund, in
part, Capricor’s Phase I/II HOPE-Duchenne clinical trial investigating deramiocel for the treatment of DMD-associated cardiomyopathy.
Pursuant to terms of the CIRM Award, the disbursements were tied to the achievement of specified operational milestones. In addition, the
terms of the CIRM Award included a co-funding requirement pursuant to which Capricor was required to spend approximately $2.3 million
of its own capital to fund the CIRM funded research project. The CIRM Award is further subject to the conditions and requirements set
forth in the CIRM Grants Administration Policy for Clinical Stage Projects. Such requirements include, without limitation, the filing of
quarterly and annual reports with CIRM, the sharing of intellectual property pursuant to Title 17, California Code of Regulations (“CCR”)
Sections 100600-100612, and potentially the sharing with the State of California of a fraction of licensing revenue received from a CIRM
funded research project and net commercial revenue from a commercialized product which resulted from the CIRM funded research as set
forth in Title 17, CCR Section 100608. The maximum royalty on net commercial revenue that Capricor could have been required to pay to
CIRM was equal to nine times the total amount awarded and paid to Capricor.

After completing the CIRM funded research project and at any time after the award period end date (but no later than the ten-year
anniversary of the date of the award), Capricor had the right to convert the CIRM Award into a loan, the terms of which will be determined
based on various factors, including the stage of the research and development of the program at the time the election is made. On June 20,
2016, Capricor entered into a Loan Election Agreement with CIRM whereby, among other things, CIRM and Capricor agreed that if
Capricor elects to convert the grant into a loan, the term of the loan could be up to five years from the date of execution of the applicable
loan agreement; provided that the maturity date of the loan will not surpass the ten-year anniversary of the grant date of the CIRM Award.
Beginning on the date of the loan, the loan shall bear interest on the unpaid principal balance, plus the interest that has accrued prior to the
election point according to the terms set forth in the CIRM Loan Policy and CIRM Grants Administration Policy for Clinical Stage Projects
(the “New Loan Balance”), at a per annum rate equal to the LIBOR rate for a three-month deposit in U.S. dollars, as published by the Wall
Street Journal on the loan date, plus one percent. Interest shall be compounded annually on the outstanding New Loan Balance
commencing with the loan date and the interest shall be payable, together with the New
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Loan Balance, upon the due date of the loan. In 2019, Capricor completed all milestones and close-out activities associated with the CIRM
Award and expended all funds received.

The Company accounts for this award as a liability rather than income. As of March 31, 2025, Capricor’s principal liability
balance for the CIRM Award was approximately $3.4 million, excluding any accrued interest.

On February 26, 2025, Capricor notified CIRM of its election to convert the CIRM Award into a loan. As a result, certain
requirements of the CIRM Award will no longer be applicable, including the revenue sharing requirements. The terms of the loan
agreement are currently under discussion with CIRM. Depending on these discussions, accrued interest on the CIRM Award could reach up
to approximately $7.1 million and will continue to accrue over time until the final payout, if it is determined that interest is due. There was
no accrued interest recorded as of March 31, 2025.

6.            COMMITMENTS AND CONTINGENCIES

Short-Term Operating Leases

Capricor leases office space in Beverly Hills, California from The Bubble Real Estate Company, LLC ("Bubble Real Estate")
pursuant to a lease beginning in 2013. Capricor subsequently entered into several amendments modifying certain terms of the lease.
Effective January 1, 2021, we entered into a month-to-month lease amendment with Bubble Real Estate, which is terminable by either
party upon 90 days’ written notice to the other party. Effective July 1, 2023, the monthly lease payment was $7,619 per month.

Commencing March 13, 2024, we entered into a License and Services Agreement with Azzur Cleanrooms-on-Demand – San
Diego, LLC (the “Azzur License Agreement”) pursuant to which we were granted an exclusive license to use certain space and the non-
exclusive right to use certain equipment and property for our early phase clinical manufacturing purposes. Our license fee was
approximately $110,615 per month. The initial license agreement term expired on September 26, 2024, which the Company extended
through November 8, 2024.

Commencing on November 20, 2024, the Company entered into a lease with Shiraz Partners LP for manufacturing facilities
located in Vista, California, with a term of 6 months with an option to extend for another 6 months. The monthly base rent is $31,247. In
March 2025, the Company extended the term of the lease to November 19, 2025, with an increased monthly base rent of $41,247 beginning
May 21, 2025.

In December 2024, the Company entered into a sublease agreement with Entos Pharmaceuticals US, Inc. for office and research
space located in San Diego, California, with a monthly base rent of $63,127. The lease has a term of 12 months and has an option to
continue on a month-to month basis after the expiration date.

Expenses incurred under short-term operating leases for the three months ended March 31, 2025 and 2024 were $369,178 and
$92,913, respectively. Short-term operating lease payments for the three months ended March 31, 2025 and 2024 were $369,178 and
$384,357, respectively.

Long-Term Operating Leases

Capricor leases facilities in Los Angeles, California from CSMC, pursuant to a lease (the “Facilities Lease”) entered into in 2014.
Capricor subsequently entered into several amendments modifying certain terms of the lease. We entered into an amendment effective
August 1, 2024 for an additional 24-month period extending the term through July 31, 2026 with a monthly lease payment of $11,028.

Capricor leases facilities in San Diego, California from Altman Investment Co., LLC (“Altman”). The Company entered into a
lease agreement commencing October 1, 2021 with Altman for 9,396 square feet of office and laboratory space (the “San Diego Lease”).
The rent is subject to a 3.0% annual rent increase during the initial lease term of five years, plus certain operating expenses and taxes. The
San Diego Lease contains an option for Capricor to renew for an additional term of five years. The Company subsequently entered into
several amendments to the San Diego Lease increasing the square footage of the premises. Effective October 1, 2023, the monthly lease
payment was increased to $58,409 per month.



Table of Contents

21

Effective October 1, 2024, the monthly lease payment was increased to $60,161 per month. On February 26, 2025, the Company entered
into a fourth lease amendment with Altman (the “Fourth Amendment”). Pursuant to the terms of the Fourth Amendment, the Company
increased the rentable square footage to 34,348 square feet commencing on or before July 1, 2025 and extended the lease term to
September 30, 2033. Commencing January 1, 2026, the base rent will increase to $188,914 per month. The rent is subject to a 3.0% annual
rent increase commencing October 1, 2026 plus certain operating expenses and taxes. The Fourth Amendment contains an option for
Capricor to renew for an additional term of five years. As of May 14, 2025, the Fourth Amendment has not yet commenced and the
Company is still analyzing the potential financial impact of the Fourth Amendment.

Effective November 1, 2021, the Company entered into a vivarium agreement with Explora BioLabs, Inc. (“Explora”), a Charles
River Company, for vivarium space and services. Under the terms of the agreement, the Company is obligated to pay a base rent of $4,021
per month for an exclusive large vivarium room located in San Diego, California. In December 2022, we were notified by Explora of a
monthly rent escalation of 4.5% bringing the base rent to approximately $4,202 per month effective January 1, 2023. Additionally, effective
January 1, 2024, we entered into an amendment for an additional 24-month period extending the term through December 31, 2025 with a
monthly lease payment of $4,370 commencing on January 1, 2024 subject to a 4.0% annual rent increase.

The long-term real estate operating leases are included in “lease right-of-use assets, net” on the Company’s condensed
consolidated balance sheets and represent the Company’s right-to-use the underlying assets for the lease term. The Company’s obligation to
make lease payments are included in “lease liabilities, current” and “lease liabilities, net of current” on the Company’s condensed
consolidated balance sheets.

The table below excludes short-term operating leases. The following table summarizes maturities of lease liabilities and the
reconciliation of lease liabilities as of March 31, 2025:

2025 (remainder) $ 687,019
2026 634,888
2027 —
2028 —
2029 —
Total minimum lease payments 1,321,907

Less: imputed interest (72,414)
Total operating lease liabilities $ 1,249,493
Included in the consolidated balance sheet:

Current portion of lease liabilities $ 842,101
Lease liabilities, net of current 407,392

Total operating lease liabilities $ 1,249,493

Other Information:
Weighted average remaining lease term 1.5 years
Weighted average discount rate 7.4%

The following table contains a summary of the lease costs recognized and lease payments pertaining to the Company’s operating
leases under ASC 842 for the period indicated:

Three months ended March 31, 
2025     2024

Lease costs $ 210,357 $ 210,357
Lease payments 227,201 226,625

Legal Contingencies

The Company is not a party to any material legal proceedings at this time. From time to time, the Company may become involved
in various legal proceedings that arise in the ordinary course of its business or otherwise. The Company
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records a loss contingency reserve for a legal proceeding when it considers the potential loss probable and it can reasonably estimate the
amount of the loss or determine a probable range of loss. The Company has not recorded any material accruals for loss contingencies as of
March 31, 2025.

Accounts Payable

During the normal course of business, disputes with vendors may arise. If a vendor disputed payment is probable and able to be
estimated, we will record an estimated liability.

Other Funding Commitments

The Company is a party to various agreements, principally relating to licensed technology, that require future payments relating to
milestones that may be met in subsequent periods or royalties on future sales of specific products (see Note 7 – “License and Distribution
Agreements”).

Additionally, the Company is a party to various agreements with contract research, manufacturing and other organizations that
generally provide for termination upon notice, subject to certain time periods, with the exact amounts owed in the event of termination to
be based on the timing of termination and the terms of the agreement.

Employee Severances

The Board from time to time may approve severance packages for specific full-time employees based on their length of service
and position ranging up to twelve months of their base salaries, in the event of termination of their employment, subject to certain
conditions. No liability under these severance packages has been recorded as of March 31, 2025.

7.            LICENSE AND DISTRIBUTION AGREEMENTS

Intellectual Property Rights for Capricor’s Technology - Deramiocel and Exosomes

Capricor has entered into exclusive license agreements for intellectual property rights related to certain cardiac-derived cells with
Università Degli Studi Di Roma La Sapienza (the “University of Rome”), Johns Hopkins University (“JHU”) and Cedars-Sinai Medical
Center (“CSMC”). Capricor has also entered into an exclusive license agreement for intellectual property rights related to exosomes with
CSMC and JHU. In addition, Capricor has filed patent applications related to the technology developed by its own scientists.

University of Rome License Agreement

Capricor and the University of Rome entered into a License Agreement, dated June 21, 2006 (the “Rome License Agreement”),
which provides for the grant of an exclusive, world-wide, royalty-bearing license by the University of Rome to Capricor (with the right to
sublicense) to develop and commercialize licensed products under the licensed patent rights in all fields.

Pursuant to the Rome License Agreement, Capricor paid the University of Rome a license issue fee, is currently paying minimum
annual royalties in the amount of 20,000 Euros per year, and is obligated to pay a lower-end of a mid-range double-digit percentage on all
royalties received as a result of sublicenses granted, which are net of any royalties paid to third parties under a license agreement from such
third-party to Capricor. The minimum annual royalties are creditable against future royalty payments.

The Rome License Agreement will, unless extended or sooner terminated, remain in effect until the later of the last claim of any
patent or until any patent application comprising licensed patent rights has expired or been abandoned. Under the terms of the Rome
License Agreement, either party may terminate the agreement should the other party become insolvent or file a petition in bankruptcy.
Either party may terminate the agreement upon the other party’s material breach,
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provided that the breaching party will have up to 90 days to cure its material breach. Capricor may also terminate the Rome License
Agreement for any reason upon 90 days’ written notice to the University of Rome.

The Johns Hopkins University License Agreements

License Agreement for CDCs

Capricor and JHU entered into an Exclusive License Agreement, effective June 22, 2006 (the “JHU License Agreement”), which
provides for the grant of an exclusive, world-wide, royalty-bearing license by JHU to Capricor (with the right to sublicense) to develop and
commercialize licensed products and licensed services under the licensed patent rights in all fields and a nonexclusive right to the know-
how. Various amendments were entered into to revise certain provisions of the JHU License Agreement. Under the JHU License
Agreement, Capricor is required to exercise commercially reasonable and diligent efforts to develop and commercialize licensed products
covered by the licenses from JHU.

Pursuant to the JHU License Agreement, JHU was paid an initial license fee and, thereafter, Capricor is required to pay minimum
annual royalties on the anniversary dates of the JHU License Agreement. The minimum annual royalties are creditable against a low single-
digit running royalty on net sales of products and net service revenues, which Capricor is also required to pay under the JHU License
Agreement, which running royalty may be subject to further reduction in the event that Capricor is required to pay royalties on any patent
rights to third parties in order to make or sell a licensed product. In addition, Capricor is required to pay a low double-digit percentage of
the consideration received by it from sublicenses granted and is required to pay JHU certain defined development milestone payments upon
the successful completion of certain phases of its clinical studies and upon receiving approval from the FDA. The maximum aggregate
amount of milestone payments payable under the JHU License Agreement, as amended, is $1,850,000. In March 2022, Capricor paid the
$250,000 development milestone related to the Phase 2 study pursuant to the terms of the JHU License Agreement. Capricor’s next
milestone payments will be triggered, if at all, upon a successful completion of a full Phase 3 study, for which a payment of $500,000 will
be due, and upon receipt of a full FDA market approval, for which a payment of $1,000,000 will be due (and either milestone may occur
before the other).

The JHU License Agreement will, unless sooner terminated, continue in effect in each applicable country until the date of
expiration of the last to expire patent within the patent rights, or, if no patents are issued, then for twenty years from the effective date.
Under the terms of the JHU License Agreement, either party may terminate the agreement should the other party become insolvent or file a
petition in bankruptcy or fail to cure a material breach within 30 days after notice. In addition, Capricor may terminate for any reason upon
60 days’ written notice.

Cedars-Sinai Medical Center License Agreements

License Agreement for CDCs

On January 4, 2010, Capricor entered into an Exclusive License Agreement with CSMC (the “Original CSMC License
Agreement”), for certain intellectual property related to its CDC technology. In 2013, the Original CSMC License Agreement was amended
twice resulting in, among other things, a reduction in the percentage of sublicense fees which would have been payable to CSMC. Effective
December 30, 2013, Capricor entered into an Amended and Restated Exclusive License Agreement with CSMC (the “Amended CSMC
License Agreement”), which amended, restated, and superseded the Original CSMC License Agreement, pursuant to which, among other
things, certain definitions were added or amended, the timing of certain obligations was revised and other obligations of the parties were
clarified.

The Amended CSMC License Agreement provides for the grant of an exclusive, world-wide, royalty-bearing license by CSMC to
Capricor (with the right to sublicense) to conduct research using the patent rights and know-how and develop and commercialize products
in the field using the patent rights and know-how. In addition, Capricor has the exclusive right to negotiate for an exclusive license to any
future rights arising from related work conducted by or under the direction of Dr. Eduardo Marbán on behalf of CSMC. In the event the
parties fail to agree upon the terms of an exclusive license for any future rights, Capricor will have a non-exclusive license to such future
rights, subject to royalty obligations.
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Pursuant to the Original CSMC License Agreement, CSMC was paid a license fee and Capricor was obligated to reimburse CSMC
for certain fees and costs incurred in connection with the prosecution of certain patent rights. Additionally, Capricor is required to meet
certain spending and development milestones.

Pursuant to the Amended CSMC License Agreement, Capricor remains obligated to pay low single-digit royalties on sales of
royalty-bearing products as well as a low double-digit percentage of the consideration received from any sublicenses or other grant of
rights. The above-mentioned royalties are subject to reduction in the event Capricor becomes obligated to obtain a license from a third
party for patent rights in connection with the royalty-bearing product.

The Amended CSMC License Agreement will, unless sooner terminated, continue in effect on a country by country basis until the
last to expire of the patents covering the patent rights or future patent rights. Under the terms of the Amended CSMC License Agreement,
unless waived by CSMC, the agreement shall automatically terminate: (i) if Capricor ceases, dissolves or winds up its business operations;
(ii) in the event of the insolvency or bankruptcy of Capricor or if Capricor makes an assignment for the benefit of its creditors; (iii) if
performance by either party jeopardizes the licensure, accreditation or tax exempt status of CSMC or the agreement is deemed illegal by a
governmental body; (iv) within 30 days for non-payment of royalties; (v) after 90 days’ notice from CSMC if Capricor fails to undertake
commercially reasonable efforts to exploit the patent rights or future patent rights; (vi) if a material breach has not been cured within 90
days; or (vii) if Capricor challenges any of the CSMC patent rights. If Capricor fails to undertake commercially reasonable efforts to
exploit the patent rights or future patent rights, and fails to cure that breach after 90 days’ notice from CSMC, instead of terminating the
license, CSMC has the option to convert any exclusive license to Capricor to a non-exclusive or co-exclusive license. Capricor may
terminate the agreement if CSMC fails to cure any material breach within 90 days after notice.

Capricor and CSMC have entered into several amendments to the Amended CSMC License Agreement, pursuant to which the
parties agreed to add and delete certain patent applications from the list of scheduled patents and extend the timing of certain development
milestones, among other things. Capricor reimbursed CSMC for certain attorneys’ fees and filing fees incurred in connection with the
additional patent applications.

License Agreement for Exosomes

On May 5, 2014, Capricor entered into an Exclusive License Agreement with CSMC (the “Exosomes License Agreement”), for
certain intellectual property rights related to CDC-derived exosomes technology. The Exosomes License Agreement provides for the grant
of an exclusive, world-wide, royalty-bearing license by CSMC to Capricor (with the right to sublicense) in order to conduct research using
the patent rights and know-how and to develop and commercialize products in the field using the patent rights and know-how. In addition,
Capricor has the exclusive right to negotiate for an exclusive license to any future rights arising from related work conducted by or under
the direction of Dr. Eduardo Marbán on behalf of CSMC. In the event the parties fail to agree upon the terms of an exclusive license,
Capricor shall have a non-exclusive license to such future rights, subject to royalty obligations.

Pursuant to the Exosomes License Agreement, CSMC was paid a license fee and Capricor reimbursed CSMC for certain fees and
costs incurred in connection with the preparation and prosecution of certain patent applications. Additionally, Capricor is required to meet
certain non-monetary development milestones and is obligated to pay low single-digit royalties on sales of royalty-bearing products as well
as a single-digit percentage of the consideration received from any sublicenses or other grant of rights. The above-mentioned royalties are
subject to reduction in the event Capricor becomes obligated to obtain a license from a third party for patent rights in connection with the
royalty bearing product.

The Exosomes License Agreement will, unless sooner terminated, continue in effect on a country by country basis until the last to
expire of the patents covering the patent rights or future patent rights. Under the terms of the Exosomes License Agreement, unless waived
by CSMC, the agreement shall automatically terminate: (i) if Capricor ceases, dissolves or winds up its business operations; (ii) in the event
of the insolvency or bankruptcy of Capricor or if Capricor makes an assignment for the benefit of its creditors; (iii) if performance by either
party jeopardizes the licensure, accreditation or tax exempt status of CSMC or the agreement is deemed illegal by a governmental body;
(iv) within 30 days for non-payment of royalties; (v) after 90 days if Capricor fails to undertake commercially reasonable efforts to exploit
the patent rights or future patent rights; (vi) if a material breach has not been cured within 90 days; or (vii) if Capricor challenges
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any of the CSMC patent rights. If Capricor fails to undertake commercially reasonable efforts to exploit the patent rights or future patent
rights and fails to cure that breach after 90 days’ notice from CSMC, instead of terminating the license, CSMC has the option to convert
any exclusive license to Capricor to a non-exclusive or co-exclusive license. Capricor may terminate the agreement if CSMC fails to cure
any material breach within 90 days after notice.

Capricor and CSMC have entered into several amendments to the Exosomes License Agreement. Collectively, these amendments
added additional patent applications and patent families to the Exosomes License Agreement, added certain defined product development
milestone payments, modified certain milestone deadlines, added certain performance milestones with respect to product candidates
covered by certain future patent rights in order to maintain an exclusive license to those future patent rights, and converted certain
exclusive rights to co-exclusive rights. These amendments also obligated Capricor to reimburse CSMC for certain attorneys’ fees and filing
fees in connection with the additional patent applications and patent families.

Commercialization and Distribution Agreement with Nippon Shinyaku (Territory: United States)

On January 24, 2022, Capricor entered into the U.S. Distribution Agreement with Nippon Shinyaku, a Japanese corporation and
related party (see Note 8 – “Related Party Transactions”). Under the terms of the U.S. Distribution Agreement, Capricor appointed Nippon
Shinyaku as its exclusive distributor in the United States of deramiocel for the treatment of DMD.

Nippon Shinyaku and NS Pharma, Inc. (its wholly-owned U.S. subsidiary) will be responsible for the distribution of deramiocel in
the United States. Pursuant to the U.S. Distribution Agreement, Capricor received an upfront payment of $30.0 million in 2022. The first
milestone payment of $10.0 million was paid upon completion of the futility analysis of the HOPE-3 trial whereby the outcome was
determined to be not futile. The second milestone payment of $10.0 million was triggered in December 2024 upon submission of the BLA
to the FDA seeking marketing approval of deramiocel in the United States. Additionally, there is another potential milestone of $80.0
million due to Capricor upon receipt of marketing approval. The foregoing milestones are considered development milestones under the
terms of the U.S. Distribution Agreement. Further, there are various potential sales-based milestones, if commercialized, tied to the
achievement of certain sales thresholds for annual net sales of deramiocel of up to $605.0 million. Subject to regulatory approval, Capricor
will have the right to receive a share of product revenue which falls between 30 and 50 percent.

The Company has evaluated the U.S. Distribution Agreement in accordance with ASU 606, Revenue for Contracts from
Customers. At the inception, the Company identified one distinct performance obligation. The Company determined that the performance
obligation is the conduct of the HOPE-3, Phase 3 clinical study.

The Company determined the transaction price totaled $40.0 million, which was the upfront payment of $30.0 million and first
milestone payment of $10.0 million. The Company has excluded any future milestone or shared revenue payments from this transaction
price to date based on probability. Revenue related to this performance obligation has been recognized using a proportional performance
method in relation to the completion of the HOPE-3 clinical study, Cohort A arm, to determine the extent of progress towards completion.
Under this method, the transaction price is recognized over the contract’s entire performance period using a cost percentage per patient visit
relative to the total estimated cost of patient visits. As of December 31, 2024, all of the $40.0 million has been recognized as revenue.

In December 2024, the Company triggered its second milestone with Nippon Shinyaku under the U.S. Distribution Agreement,
which related to a separate distinct performance obligation. The performance obligation was tied to the submission of our BLA to the FDA.
As a result, the $10.0 million milestone payment was recognized as revenue within the Company’s consolidated statement of operations
and comprehensive loss as of December 31, 2024.

In relation to the U.S. Distribution Agreement, for the three months ended March 31, 2025, the Company did not recognize any
revenue compared to approximately $4.9 million of revenue recognized for the three months ended March 31, 2024. There was no deferred
revenue recorded as of March 31, 2025 or December 31, 2024. As of December 31, 2024, the Company recognized a receivable of $10.0
million related to the second milestone, which payment was received in January 2025.
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The Company had no opening or closing contract asset balances recognized other than the accounts receivable mentioned above.
The difference between the opening and closing balances of the Company’s contract liability results from the Company performance of
services in connection to its performance obligation.

Commercialization and Distribution Agreement with Nippon Shinyaku (Territory: Japan)

On February 10, 2023, Capricor entered into a Commercialization and Distribution Agreement (the “Japan Distribution
Agreement”) with Nippon Shinyaku. Under the terms of the Japan Distribution Agreement, Capricor appointed Nippon Shinyaku as its
exclusive distributor in Japan of deramiocel for the treatment of DMD.

Under the terms of the Japan Distribution Agreement, Capricor received an upfront payment of $12.0 million in the first quarter of
2023, and in addition, Capricor may potentially receive additional development and sales-based milestone payments of up to approximately
$89.0 million, subject to foreign currency exchange rates, and a meaningful double-digit share of product revenue. Nippon Shinyaku will
be responsible for the distribution of deramiocel in Japan. Capricor will be responsible for the conduct of clinical development and
regulatory approval in Japan, as may be required, as well as the manufacturing of deramiocel. In addition, Capricor or its designee will hold
the Marketing Authorization in Japan if the product is approved in that territory.

The Company has evaluated the Japan Distribution Agreement in accordance with ASU 606, Revenue for Contracts from
Customers. The Company determined the initial transaction price totaled $12.0 million, which was the upfront payment fee. The Company
has excluded any future milestone or shared revenue payments from this transaction price to date based on probability. At this time, the
Company is evaluating the regulatory pathway to achieve potential product approval in this territory. Until such time, the Company cannot
identify any distinct performance obligation. As such, the Company has recorded the entire upfront payment fee of $12.0 million as current
deferred revenue on the Company’s condensed consolidated balance sheets as of March 31, 2025.

Binding Term Sheet with Nippon Shinyaku (Territory: European Region)

On September 16, 2024, Capricor entered into a Binding Term Sheet (the “Term Sheet”) with Nippon Shinyaku for the
commercialization and distribution of deramiocel for the treatment of DMD in the European region, as defined in the Term Sheet. Subject
to finalization of a definitive agreement, under the terms of the Term Sheet, Capricor would be responsible for the development and
manufacturing of deramiocel for potential approval in the European region. Nippon Shinyaku would be responsible for the sales and
distribution of deramiocel in the European region. Subject to regulatory approval, Capricor would receive a double-digit share of product
revenue and additional development and sales-based milestone payments. If the definitive agreement is entered into on the same economic
terms as the term sheet, Capricor will receive an upfront payment of $20.0 million upon execution of the definitive agreement, with
potential additional development and sales-based milestone payments of up to $715.0 million. Upon execution of the definitive agreement,
the Company will evaluate the terms in accordance with ASU 606, Revenue for Contracts from Customers. As of March 31, 2025, nothing
has been recorded or received.

Capricor and Nippon Shinyaku have entered into several amendments to the Term Sheet, pursuant to which the parties agreed to
extend the date during which the parties are obligated to continue to negotiate in good faith toward a definitive agreement to June 30, 2025.

8.            RELATED PARTY TRANSACTIONS

Consulting Agreements

In 2013, Capricor entered into a Consulting Agreement with Dr. Frank Litvack, the Company’s Executive Chairman and a member
of its Board of Directors, whereby Capricor agreed to pay Dr. Litvack $10,000 per month for consulting services. The agreement is
terminable upon 30 days’ notice. As of March 31, 2025 and December 31, 2024, $10,000 was recorded in accounts payable related to this
Consulting Agreement.



Table of Contents

27

In January 2024, Capricor entered into a Consulting Agreement with Michael Kelliher, a member of its Board of Directors, related
to business development services whereby he was granted an option to purchase 30,000 shares of the Company's common stock.

Commercialization and Distribution Agreements

As noted above, Capricor is party to two commercialization and distribution agreements with Nippon Shinyaku, which holds more
than 10% of the outstanding capital stock of Capricor Therapeutics (see Note 7 – “License and Distribution Agreements”). There were no
outstanding receivables or payables as of March 31, 2025.

Binding Term Sheet

As noted above, on September 16, 2024, Capricor entered into the Term Sheet with Nippon Shinyaku for the commercialization
and distribution of deramiocel for the treatment of DMD in the European region, as defined in the Term Sheet (see Note 7 – “License and
Distribution Agreements”).

Private Placement

On September 16, 2024, the Company entered into a Subscription Agreement with Nippon Shinyaku pursuant to which the
Company agreed to issue and sell to Nippon Shinyaku in the Private Placement, an aggregate of 2,798,507 shares of the common stock of
the Company at a price per Share of $5.36, which was issued at a 20% premium to the 60-day volume-weighted average price, for an
aggregate purchase price of approximately $15.0 million. In connection with the Private Placement, the Company also entered into the
Registration Rights Agreement. Pursuant to the terms of the Registration Rights Agreement, the Company filed with the SEC a registration
statement to register for resale the shares sold in the Private Placement, which registration statement was declared effective on November 8,
2024.

9.            SUBSEQUENT EVENTS

The Company has evaluated subsequent events occurring after the balance sheet date through May 14, 2025, the date the financial
statements were authorized for issuance. Based on this evaluation, the Company has determined that there are no subsequent events that
require adjustment to or disclosure in the financial statements.
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Item 2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion of our financial condition and results of operations should be read in conjunction with the condensed
consolidated financial statements and the condensed consolidated notes to those statements included elsewhere in this Quarterly Report on
Form 10-Q, and the audited consolidated financial statements and notes and Part II, Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” contained in the Company’s most recent annual report on Form 10-K. This discussion
includes forward-looking statements that involve risks and uncertainties. As a result of many factors, including, but not limited to, those set
forth under Part I, Item 1A, “Risk Factors” in the Company’s most recent annual report on Form 10-K and under the heading “Special
Note Regarding Forward-Looking Statements” in this Quarterly Report, our actual results may differ materially from those anticipated in
these forward-looking statements.

As used in this Quarterly Report on Form 10-Q, references to “Capricor Therapeutics,” the “Company,” “we,” “us,” “our” or
similar terms include Capricor Therapeutics, Inc. and its wholly-owned subsidiary. References to “Capricor” are with respect to
Capricor, Inc., our wholly-owned subsidiary.

Company Overview

Capricor Therapeutics, Inc. is a clinical-stage biotechnology company focused on the development of transformative cell and
exosome-based therapeutics for treating Duchenne muscular dystrophy (“DMD”), a rare form of muscular dystrophy which results in
muscle degeneration and premature death, and other diseases with high unmet medical needs.

Since our inception, we have devoted substantial resources to developing deramiocel and our other product candidates including
our exosomes platform technology, developing our manufacturing processes, staffing our company and providing general and
administrative support for these operations. We do not have any products approved for commercial sale. Our ability to eventually generate
any product revenue sufficient to achieve profitability will depend on the successful development, approval and eventual
commercialization of deramiocel for the treatment of DMD and our other product candidates. If successfully developed and approved, we
intend and plan to commercialize deramiocel in the United States and Japan with our partner, Nippon Shinyaku Co., Ltd., a Japanese
corporation (“Nippon Shinyaku”). Capricor may enter into licensing agreements or strategic collaborations in other markets. If we generate
product sales or enter into licensing agreements or strategic collaborations, or further distribution relationships, we expect that any revenue
we generate will fluctuate from quarter-to-quarter and year-to-year as a result of the timing and amount of any product sales, milestone
payments and other payments. If we fail to complete the development of our product candidates in a timely manner, our ability to generate
future revenue, and our results of operations and financial position, would be materially adversely affected.

A summary description of our key product candidates, is as follows:

● Deramiocel for the treatment of DMD: Our core program is focused on the development and commercialization of a cell
therapy technology (referred to herein as deramiocel) comprised of cardiosphere-derived cells (“CDCs”), which are a rare
population of cardiac cells isolated from donated cells of healthy human hearts, for the treatment of DMD. Deramiocel is
designed to slow disease progression in DMD through the immunomodulatory, anti-inflammatory, pro-angiogenic and anti-
fibrotic actions of CDCs, which are mediated by secreted exosomes laden with bioactive cargo. Among the cargo elements
known to be bioactive in CDC-exosomes are microRNAs. Collectively, these non-coding RNA species alter gene expression
in macrophages and other target cells, dialing down generalized inflammation and stimulating tissue regeneration in DMD
(and in a variety of other inflammatory diseases). This mechanism of action, consistent with the changes observed in clinical
studies to date in circulating inflammatory biomarkers, contrasts with that of exon-skipping oligonucleotides and gene
therapy approaches, which aim to restore dystrophin expression. DMD pathophysiology is driven by the impaired production
of functional dystrophin which normally functions as a structural protein in muscle. The reduction of functional dystrophin in
muscle cells leads to significant cell damage and ultimately causes muscle cell death and fibrotic replacement. In DMD
patients, heart muscle cells progressively die and are replaced with scar tissue. This cardiomyopathy eventually leads to heart
failure, which is currently the leading cause of death among those with DMD. The
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annual cost of care for patients with DMD is very high and increases with disease progression. There is no currently approved
treatment for DMD-cardiomyopathy, therefore, we believe that DMD represents a significant market opportunity for our
product candidate, deramiocel.

Biologics License Application (“BLA”): In the third quarter of 2024, we held a pre-BLA meeting with FDA where we
discussed our rolling BLA submission schedule, potential label expansion, plans for commercial manufacturing as well as
other topics. Subsequent to this meeting, we held several additional meetings with FDA and announced our intent to file a
BLA based on existing data from our Phase 2 HOPE-2 and HOPE-2 OLE trials compared to patient-level natural history data.
We completed the full submission of the BLA in December 2024 and in the first quarter of 2025, we were informed by the
FDA, they have accepted for review our BLA seeking full approval for deramiocel as a treatment for patients diagnosed with
DMD cardiomyopathy. Additionally, the FDA granted the BLA Priority Review with a Prescription Drug User Fee Act
(“PDUFA”) target action date of August 31, 2025. In May 2025, we announced the completion of a mid-cycle review meeting
with the FDA. During the meeting, the FDA stated that no significant deficiencies have been identified by the Review
Committee. The FDA also confirmed its intent to hold an advisory committee meeting, although an official date has not yet
been finalized.

To date, we have completed two promising clinical trials investigating deramiocel for DMD. Data from the first trial, a Phase
I/II trial named HOPE-Duchenne, suggested improvements in skeletal and cardiac endpoints. In HOPE-2, a Phase II clinical
trial conducted in the United States, deramiocel was used to treat patients with late-stage DMD. In March 2022, we
announced that the final one-year results from HOPE-2 were published in The Lancet showing that the trial met its primary
efficacy endpoint of the mid-level dimension of the Performance of the Upper Limb (“PUL”) v1.2 (p=0.01) and additional
positive endpoints of full PUL v2.0 (p=0.04) and a cardiac endpoint of left ventricular ejection fraction (p=0.002). deramiocel
was generally safe and well-tolerated throughout the studies.

Additionally, we are currently conducting an open label extension (“OLE”) study of the HOPE-2 trial in which 12 patients
have elected to continue treatment of deramiocel. We announced positive one-year and two-year results from this ongoing
OLE study. The HOPE-2-OLE study previously met its primary endpoint at the one-year timepoint on the PUL v2.0 scale
(p=0.02). The study remains ongoing and the three-year data demonstrated improvements in multiple measures of cardiac
function, including left ventricular ejection fraction (LVEF), as well as indexed volumes, which are considered highly relevant
in terms of predicting long-term cardiac outcomes. In order to evaluate the relevance of the data to disease progression as well
as the chronic and progressive nature of DMD where cardiac function can decline year over year, a natural history data set
was used to compare the trajectory of those treated with deramiocel to standard of care.  In addition to the cardiac data,
patients demonstrated a statistically and clinically relevant benefit in the PUL v2.0 total score when compared to an external
comparator dataset of similar DMD patients. Deramiocel treatment during the OLE portion of the study continues to yield a
consistent safety profile and has been well-tolerated throughout the study.

Phase 3 (HOPE-3) Clinical Trial: HOPE-3 is a Phase 3, multi-center, randomized, double-blind, placebo-controlled clinical
trial comprised of two cohorts evaluating the safety and efficacy of deramiocel in participants with DMD and impaired
skeletal muscle function who are on a stable regimen of systemic glucocorticoids. Non-ambulatory and ambulatory boys who
meet eligibility criteria are randomly assigned to receive either deramiocel or placebo every 3 months for a total of 4 doses
during the first 12-months of the study. Approximately 105 eligible study subjects are currently enrolled in the dual-cohort
study (comprised of Cohorts A and B). Cohort A uses product manufactured at our Los Angeles facility and Cohort B uses
product manufactured at our San Diego facility. Subjects are randomized to either deramiocel or placebo in a 1:1 ratio. In the
fourth quarter of 2023, we announced a positive outcome of the futility analysis for Cohort A of HOPE-3, which was
reviewed by the Data Safety Monitoring Board (“DSMB”). This resulted in a favorable recommendation to continue the
HOPE-3 trial as planned.

The primary outcome measure of the HOPE-3 study will be the Performance of the Upper Limb (“PUL”) v2.0, a validated
tool specifically designed for assessing high (shoulder), mid (elbow) and distal (wrist and hand) functions, with a conceptual
framework reflecting weakness progression in upper limb function.
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HOPE-3 will also measure various secondary endpoints including cardiac function assessments. To support potential label
expansion to treat DMD, we plan to provide clinical data on skeletal muscle myopathy by combining Cohorts A and B of the
HOPE-3 clinical trial to serve as a post-approval study. Furthermore, if necessary, the HOPE-3 study will also be supporting
ex-U.S. marketing authorizations. Currently, we have initiated regulatory activities in Europe and Japan and will be working
with the various health authorities to develop the most efficient path for regulatory approval of deramiocel in these regions.

The regulatory pathway for deramiocel is supported by RMAT designation as well as orphan drug designation. In addition, if
Capricor were to receive FDA marketing approval for deramiocel for the treatment of DMD, Capricor would be eligible to
receive a Priority Review Voucher (“PRV”) based on its previous receipt of a rare pediatric disease designation. Capricor
retains full rights to the PRV, if received. Further, Capricor has entered into two Commercialization and Distribution
Agreements with Nippon Shinyaku appointing Nippon Shinyaku as its exclusive distributor of deramiocel in the United States
and Japan.

● Exosome-Based Platform (Preclinical): Extracellular vesicles, including exosomes and microvesicles, are nano-scale,
membrane-enclosed vesicles which are secreted by most cells and contain characteristic lipids, proteins and nucleic acids
such as mRNA and microRNAs. They can signal through the binding and activation of membrane receptors or the delivery of
their cargo into the cytosol of target cells. Exosomes act as messengers to regulate the functions of neighboring or distant
cells and have been shown to regulate functions such as cell survival, proliferation, inflammation and tissue regeneration.
Their size, low or null immunogenicity and ability to communicate in native cellular language potentially make them an
exciting new class of therapeutic agents with the potential to expand our ability to address complex biological responses.
Because exosomes are cell-free substances, they can be stored, handled, reconstituted and administered in similar fashion to
common biopharmaceutical products such as antibodies.

We are focused on developing a precision-engineered exosome platform technology that has the ability to deliver defined sets
of effector molecules that exert their effects through defined mechanisms of action. Aspects of our exosome pipeline have
been supported through collaborations and alliances. Our collaborations and research around exosomes include the National
Institutes of Health (“NIH”), the National Institute of Allergy and Infectious Diseases (“NIAID”), Johns Hopkins University
(“JHU”), the Department of Defense (“DoD”), the U.S. Army Institute of Surgical Research (“USAISR”), and Cedars-Sinai
Medical Center (“CSMC”). We have published preclinical data on our StealthX™ platform showing the rapid development of
a recombinant protein-based vaccine for immunization and prevention against SARS-CoV-2, the virus causing COVID-19.
Our platform builds on advances in fundamental RNA and protein science, targeting technology and manufacturing, providing
us the opportunity to potentially build a broad pipeline of new therapeutic candidates. Recently, we were selected to be part of
Project NextGen, an initiative by the U.S. Department of Health and Human Services to advance a pipeline of new, innovative
vaccines providing broader and more durable protection for COVID-19. As part of Project NextGen, the National Institute of
Allergy and Infectious Diseases, part of the National Institutes of Health, will conduct a Phase 1 clinical study with our
StealthX™ vaccine, subject to regulatory approval. At this time, manufacturing is underway for our StealthX™ vaccine and
we have submitted an Investigational New Drug Application (“IND”) to the FDA, which is currently under review. At this
time, NIAID is planning for regulatory approval in the third quarter of 2025 with the clinical study initiated soon thereafter.
NIAID's Division of Microbiology and Infectious Diseases (“DMID”) would oversee the study. If NIAID finds that our
StealthX™ vaccine meets its criteria for safety and efficacy, they may consider our program for a funded Phase 2. At this
time, we are developing exosome-based vaccines and therapeutics for infectious diseases, monogenic diseases and other
potential indications. Our current strategy is focused on securing partners who will provide capital and additional resources to
enable us to bring this program into the clinic.

As of March 31, 2025, we had cash, cash equivalents, and marketable securities totaling approximately $144.8 million. In the
fourth quarter of 2024, we submitted our BLA to the FDA, which triggered our second milestone pursuant to the terms of our U.S.
Distribution Agreement with Nippon Shinyaku. In January 2025, we received the $10.0 million milestone payment.
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Due to our significant research and development expenditures, and general administrative costs associated with our operations, we
have generated substantial operating losses in each period since our inception. Our net losses were $24.4 million and $9.8 million, for the
three months ended March 31, 2025 and 2024, respectively. As of March 31, 2025, we had an accumulated deficit of $224.2 million. We
expect to incur significant expenses and operating losses for the foreseeable future.

As we seek to develop and commercialize deramiocel or any other product candidates including those related to our exosomes
program, we anticipate that our expenses will increase significantly and that we will need substantial additional funding to support our
continuing operations. Until such time when we can generate significant revenue from product sales, if ever, we expect to finance our
operations through a combination of public or private equity financings, debt financings or other sources, which may include licensing
agreements or strategic collaborations or other distribution agreements. We may be unable to raise additional funds or enter into such
agreements or arrangements when needed on favorable terms, if at all. If we fail to raise capital or other potential funding or enter into such
agreements as and when needed, we may have to significantly delay, scale back or discontinue the development or commercialization of
deramiocel or our other product candidates.

Financial Operations Overview

We have no commercial product sales to date and will not have the ability to generate any commercial product revenue until after
we have received approval from the FDA or equivalent foreign regulatory bodies to begin selling our product candidates. Developing
biological products is a lengthy and very expensive process. Even if we obtain the capital necessary to continue the development of our
product candidates, whether through a strategic transaction or otherwise, we do not expect to complete the development of a product
candidate for several years, if ever. To date, most of our development expenses have related to our product candidates, consisting of
deramiocel and our exosome technologies. As we proceed with the clinical development of deramiocel, and as we further develop our
exosome technologies, our expenses will further increase. Accordingly, our success depends not only on the safety and efficacy of our
product candidates, but also on our ability to finance the development of our products and our clinical programs. Our recent major sources
of working capital have been primarily proceeds from public equity sales of securities and upfront payments pursuant to our U.S. and Japan
Distribution Agreements with Nippon Shinyaku. While we pursue our preclinical and clinical programs, we continue to explore potential
partnerships for the development of one or more of our product candidates in the U.S. and in other territories across the world, subject to
the rights of Nippon Shinyaku.

Our results have included non-cash compensation expense due to the issuance of stock awards and warrants, as applicable. We
expense the fair value of stock awards and warrants over their vesting period as applicable. When more precise pricing data is unavailable,
we determine the fair value of stock options using the Black-Scholes option-pricing model. The terms and vesting schedules for share-
based awards vary by type of grant and the employment status of the grantee. Generally, the stock awards vest based upon time-based
conditions. Stock-based compensation expense is included in the condensed consolidated statements of operations under general and
administrative (“G&A”) or research and development (“R&D”) expenses, as applicable. We expect to record additional non-cash
compensation expense in the future, which may be significant.

Results of Operations

Revenue

Clinical Development Income. Clinical development income for the three months ended March 31, 2025 and 2024 was $0 and
approximately $4.9 million, respectively. As of March 31, 2025, the Company has fully recognized $50.0 million in development milestone
payments received from Nippon Shinyaku related to the Exclusive Commercialization and Distribution Agreement (the “U.S. Distribution
Agreement”). The upfront payment of $30.0 million and the first milestone payment of $10.0 million was ratably recognized as revenue
using a proportional performance method in relation to the completion of the HOPE-3 clinical trial (Cohort A) whereas the $10.0 million
related to the second milestone payment was recognized as revenue at the point in time when the BLA was submitted in December 2024.
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Operating Expenses

Research and Development Expenses. R&D expenses consist primarily of compensation and other related personnel costs,
supplies, clinical trial costs, patient treatment costs, rent for laboratories and manufacturing facilities, consulting fees, costs of personnel
and supplies for manufacturing, costs of service providers for preclinical, clinical and manufacturing, certain legal expenses resulting from
intellectual property prosecution, stock-based compensation expense and other expenses relating to the design, development, testing and
enhancement of our product candidates.

The following table summarizes our R&D expenses by category for each of the periods indicated:

Three months ended March 31, 
    2025     2024     Change ($)     Change (%)     

Compensation and other personnel expenses $  5,410,424 $  3,416,590 $  1,993,834  58 %
Duchenne muscular dystrophy program (deramiocel)   7,705,195   5,278,644   2,426,551   46 %
Exosomes platform research  1,520,934   663,838   857,096   129 %
Facility expenses  1,085,421  484,550  600,871  124 %
Stock-based compensation  2,738,584  987,727  1,750,857  177 %
Depreciation and amortization  214,964  179,167  35,797  20 %
Research and other  240,050  90,497  149,553  165 %

Total research and development expenses $  18,915,572 $  11,101,013 $  7,814,559  70 %

R&D expenses for the three months ended March 31, 2025 increased by approximately $7.8 million, or 70%, compared to the
three months ended March 31, 2024. The increase was primarily driven by the following:

● $2.0 million increase in compensation and other personnel expenses primarily due to increases in headcount;
● $2.4 million increase in DMD (deramiocel) program-related expenses primarily related to our HOPE-3 clinical trial, our

HOPE-2 OLE clinical trial and expanded manufacturing production efforts for deramiocel in preparation for potential
commercial launch;

● $0.9 million increase in research expenses related to our exosomes platform, primarily related to our collaboration with
NIAID;

● $0.6 million increase in facility expenses primarily related to expanded leased space; and
● $1.8 million increase in stock-based compensation expense primarily due to increases in headcount.

General and Administrative Expenses. G&A expenses consist primarily of compensation and other related personnel expenses for
executive, finance and other administrative personnel, stock-based compensation expense, accounting, legal and other professional fees,
consulting expenses, rent for corporate offices, business insurance and other corporate expenses.

The following table summarizes our G&A expenses by category for each of the periods indicated:

Three months ended March 31, 
    2025     2024     Change ($)     Change (%)

Stock-based compensation $  3,000,814 $  2,277,685 $  723,129  32 %
Compensation and other personnel expenses   1,500,843   777,933   722,910   93 %
Professional services  335,908   423,994   (88,086)   (21)%
Facility expenses  77,319  76,378  941  1 %
Depreciation and amortization  190,486  152,239  38,247  25 %
Other corporate expenses  962,006  363,537  598,469  165 %

Total general and administrative expenses $  6,067,376 $  4,071,766 $  1,995,610  49 %

G&A expenses for the three months ended March 31, 2025 increased by approximately $2.0 million, or 49%, compared to the
three months ended March 31, 2024. The increase was primarily driven by the following:

● $0.7 million increase in stock-based compensation expense primarily due to increases in headcount;
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● $0.7 million increase in compensation and other personnel expenses related to increases in headcount and recruiting costs; and
● $0.6 million increase in other corporate expenses primarily related to increased overhead costs, related to travel and corporate

expenses due to increased headcount.

This increase was partially offset by a $0.1 million decrease in professional service expenses, primarily due to a decrease in
business development related expenses.

Other Income

Investment Income. Investment income for the three months ended March 31, 2025 and 2024 was approximately $0.7 million and
$0.5 million, respectively. The increase in investment income for the three months ended March 31, 2025 as compared to the three months
ended March 31, 2024 is due to a higher principal balance in our marketable securities, savings and money market fund accounts.

Products Under Active Development

Deramiocel for the treatment of DMD – The expenses for our DMD program include costs for personnel, clinical, regulatory and
manufacturing-related expenses, including expenses related to the scale-up for potential commercial scale manufacturing if our deramiocel
product is approved. In 2025, we expect to spend approximately $40.0 million to $50.0 million primarily consisting of CMC expansion,
product inventory buildout, clinical, regulatory and pre-commercial expenses for our deramiocel program.

Exosome-Based Therapeutics and Vaccines – Our exosome platform is in early-stage preclinical development. We expect to spend
approximately $5.0 million to $7.5 million during 2025 on development expenses related to our exosomes program, which includes
personnel, preclinical studies and manufacturing related expenses for these technologies. Our expenses for this program are primarily
focused on the expansion of our engineered exosomes platform including the manufacturing of our StealthX™ vaccine to be used in
connection with our collaboration with NIAID.

Our expenditures on current and future clinical development programs, particularly our deramiocel and exosomes programs,
cannot be predicted with any significant degree of certainty as they are dependent on the results of our current trials and our ability to
secure additional funding and a strategic partner. Further, we cannot predict with any significant degree of certainty the amount of time
which will be required to complete our clinical trials, the costs of completing research and development projects or whether, when and to
what extent we will generate revenues from the commercialization and sale of any of our product candidates. The duration and cost of
clinical trials may vary significantly over the life of a project as a result of unanticipated events arising during manufacturing and clinical
development and as a result of a variety of other factors, including:

● the number of trials and studies in a clinical program;
● the number of patients who participate in the trials;
● the number of sites included in the trials;
● the rates of patient recruitment and enrollment;
● the duration of patient treatment and follow-up;
● the costs of manufacturing our product candidates;
● the availability of necessary materials required to make our product candidates; and
● the costs, requirements and timing of, and the ability to secure, regulatory approvals;

Liquidity and Capital Resources

The following table summarizes our liquidity and capital resources as of March 31, 2025 and December 31, 2024 and our net
increase (decrease) in cash, cash equivalents, and marketable securities for the three months ended March 31, 2025 and 2024 and is
intended to supplement the more detailed discussion that follows. The amounts stated in
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the tables below are expressed in thousands. We estimate our current cash, cash equivalents, and marketable securities will be sufficient to
fund our operating expenses and capital expenditure requirements into 2027.

Liquidity and capital resources     March 31, 2025     December 31, 2024
Cash and cash equivalents $ 28,795 $ 11,287
Marketable securities $ 115,983 $  140,229
Working capital $  123,914 $ 142,359
Stockholders’ equity $  127,645 $  145,462

Three months ended March 31, 
Cash flow data     2025     2024
Cash provided by (used in):

Operating activities $  (6,433) $  (1,268)
Investing activities  23,891  (9,502)
Financing activities  50  2,290

Net increase (decrease) in cash and cash equivalents  $  17,508  $  (8,480)

Our total cash, cash equivalents and marketable securities as of March 31, 2025 were approximately $144.8 million compared to
approximately $151.5 million as of December 31, 2024. The decrease in cash, cash equivalents and marketable securities from December
31, 2024 to March 31, 2025 is primarily due to our continuing efforts in preparing the Company for potential commercialization. As of
March 31, 2025, we had approximately $26.1 million in total liabilities, of which approximately $12.0 million relates to deferred revenue,
and approximately $123.9 million in net working capital.

Cash used in operating activities was approximately $6.4 million and approximately $1.3 million for the three months ended
March 31, 2025 and 2024, respectively. The increase of approximately $5.2 million in cash used in operating activities is due to an
approximately $14.6 million increase in net loss for the three months ended March 31, 2025 as compared to the same period in 2024.
Furthermore, there was an increase of approximately $2.2 million in stock-based compensation, approximately $4.9 million in deferred
revenue, and approximately $1.3 million in accounts payable and accrued expenses for the three months ended March 31, 2025 as
compared to the same period in 2024. To the extent we obtain sufficient capital and/or long-term debt funding and are able to continue
developing our product candidates, including if we expand our platform technology portfolio, engage in further research and development
activities, and, in particular, conduct preclinical studies and clinical trials, we expect to continue incurring substantial losses.

We had cash flow provided by investing activities of approximately $23.9 million for the three months ended March 31, 2025 and
cash flow used in investing activities of approximately $9.5 million for the three months ended March 31, 2024, respectively. The change in
investing activities for the three months ended March 31, 2025 as compared to the same period of 2024 is due to the net effect from
purchases, sales and maturities of marketable securities and the purchase of approximately $0.5 million in property and equipment and
leasehold improvements.  

We had cash flow provided by financing activities of approximately $50.0 thousand and approximately $2.3 million for the three
months ended March 31, 2025 and 2024, respectively. The decrease in cash provided by financing activities for the three months ended
March 31, 2025 as compared to the three months ended March 31, 2024 is primarily due to the net proceeds from the sale of common stock
during 2024.

From inception through March 31, 2025, we financed our operations primarily through private and public sales of our equity
securities, and payments from distribution agreements and collaboration partners. As we have not generated any revenue from the
commercial sale of our products to date, and we do not expect to generate revenue for several years, if ever, we will need to raise
substantial additional capital to fund our research and development, including our long-term plans for clinical trials and new product
development. We may seek to raise additional funds through various potential sources, such as equity and debt financings, government
grants, or through strategic collaborations and license agreements or other distribution agreements. We can give no assurances that we will
be able to secure such additional sources of funds to support our operations, complete our clinical trials or if such funds become available
to us, that such additional financing will be sufficient to meet our needs. Moreover, to the extent that we raise additional funds by issuing
equity securities, our
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stockholders may experience significant dilution, and debt financing, if available, may involve restrictive covenants. To the extent that we
raise additional funds through collaboration and licensing arrangements, it may be necessary to relinquish some rights to our technologies
or our product candidates or grant licenses on terms that may not be favorable to us.

Our estimates regarding the sufficiency of our financial resources are based on assumptions that may prove to be wrong. We may
need to obtain additional funds sooner than planned or in greater amounts than we currently anticipate. The actual amount of funds we will
need to operate is subject to many factors, some of which are beyond our control. These factors include the following:

● the progress of our clinical and research activities;
● the number and scope of our clinical and research programs;
● the progress and success of our preclinical and clinical development activities;
● the progress of the development efforts of parties with whom we have entered into research and development agreements;
● our ability to successfully manufacture product for our clinical trials and potential commercial use;
● the availability of materials necessary to manufacture our product candidates;
● the costs of manufacturing our product candidates, and the progress of efforts with parties with whom we may enter into

commercial manufacturing agreements, if necessary;
● our ability to maintain current research and development programs and to establish new research and development and

licensing arrangements;
● additional costs associated with maintaining licenses and insurance;
● the costs involved in prosecuting and enforcing patent claims and other intellectual property rights; and
● the costs and timing of obtaining marketing approval both in the United States and in countries outside of the United States.

Collaborations

Commercialization and Distribution Agreement with Nippon Shinyaku (Territory: United States)

On January 24, 2022, Capricor entered into the U.S. Distribution Agreement with Nippon Shinyaku, a Japanese corporation.

Under the terms of the U.S. Distribution Agreement, Capricor will be responsible for the clinical development and manufacturing
of deramiocel. Nippon Shinyaku and NS Pharma, Inc. (its wholly-owned U.S. subsidiary) will be responsible for the distribution of
deramiocel in the United States. Pursuant to the U.S Distribution Agreement, Capricor received an upfront payment of $30.0 million in
2022. The first milestone payment of $10.0 million was paid upon completion of the futility analysis of the HOPE-3 trial whereby the
outcome was determined to be not futile. The second milestone payment of $10.0 million was triggered in December 2024 upon
submission of the BLA to the FDA seeking marketing approval of deramiocel in the United States. Additionally, there is another potential
milestone of $80.0 million due to Capricor upon receipt of marketing approval. The foregoing milestones are considered development
milestones under the terms of the U.S. Distribution Agreement. Further, there are various potential sales-based milestones, if
commercialized, tied to the achievement of certain sales thresholds for annual net sales of deramiocel of up to $605.0 million. Subject to
regulatory approval, Capricor will have the right to receive a share of product revenue which falls between 30 and 50 percent.

Commercialization and Distribution Agreement with Nippon Shinyaku (Territory: Japan)

On February 10, 2023, Capricor entered into a Commercialization and Distribution Agreement (the “Japan Distribution
Agreement”) with Nippon Shinyaku. Under the terms of the Japan Distribution Agreement, Capricor appointed Nippon Shinyaku as its
exclusive distributor in Japan of deramiocel for the treatment of DMD.
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Under the terms of the Japan Distribution Agreement, Capricor received an upfront payment of $12.0 million in the first quarter of
2023 and in addition, Capricor will potentially receive additional development and sales-based milestone payments of up to approximately
$89.0 million, subject to foreign currency exchange rates, and a meaningful double-digit share of product revenue. Nippon Shinyaku will
be responsible for the distribution of deramiocel in Japan. Capricor will be responsible for the conduct of clinical development and
regulatory approval in Japan, as may be required, as well as the manufacturing of deramiocel. Subject to regulatory approval, Capricor or
its designee will hold the Marketing Authorization in Japan if the product is approved in that territory.

Binding Term Sheet with Nippon Shinyaku (Territory: Europe)

On September 16, 2024, Capricor entered into a Binding Term Sheet (the “Term Sheet”) with Nippon Shinyaku for the
commercialization and distribution of deramiocel for the treatment of DMD in the European region, as defined in the Term Sheet. Subject
to finalization of a definitive agreement, under the terms of the Term Sheet, Capricor would be responsible for the development and
manufacturing of deramiocel for potential approval in the European region. Nippon Shinyaku would be responsible for the sales and
distribution of deramiocel in the European region. Subject to regulatory approval, Capricor would receive a double-digit share of product
revenue and additional development and sales-based milestone payments. If the definitive agreement is entered into on the same economic
terms as the term sheet, Capricor will receive an upfront payment of $20.0 million upon execution of the definitive agreement, with
potential additional development and sales-based milestone payments of up to $715.0 million. At this time, Capricor and Nippon Shinyaku
have entered into several amendments to the Term Sheet, pursuant to which the parties agreed to extend the date during which the parties
shall negotiate the definitive agreement to June 30, 2025.

Financing Activities by the Company

October 2024 Underwritten Public Offering

On October 16, 2024, the Company entered into an underwriting agreement (the “Underwriting Agreement”) with Piper Sandler
and Oppenheimer as representatives of the underwriters (the “Underwriters”), pursuant to which the Company agreed to sell and issue, in a
public offering, an aggregate of 5,073,800 shares of common stock, including the exercise in full of the underwriters’ option to purchase
additional shares to cover over allotments, at a public offering price of $17.00 per share for total gross proceeds of approximately $86.3
million, before deducting underwriting commissions and other offering expenses payable by the Company. The Company paid cash
commissions on the gross proceeds, plus reimbursement of expenses to the Underwriters, as well as legal and accounting fees in the
aggregate amount of approximately $5.4 million.

September 2024 Private Placement

On September 16, 2024, the Company entered into a Subscription Agreement with Nippon Shinyaku pursuant to which the
Company agreed to issue and sell to Nippon Shinyaku in a private placement (the “Private Placement”), an aggregate of 2,798,507 shares
of the common stock of the Company at a price per Share of $5.36, which was issued at a 20% premium to the 60-day volume-weighted
average price, for an aggregate purchase price of approximately $15.0 million. The Subscription Agreement also includes lock-up
provisions restricting Nippon Shinyaku from selling or otherwise disposing of shares of Common Stock until the six-month anniversary of
the Closing Date.

In connection with the Private Placement, the Company also entered into a Registration Rights Agreement with Nippon Shinyaku
on September 16, 2024 (the “Registration Rights Agreement”). Pursuant to the terms of the Registration Rights Agreement, the Company
has filed with the SEC a registration statement to register for resale the shares sold in the Private Placement, which registration statement
was declared effective on November 8, 2024.

ATM Program

On June 21, 2021, the Company initiated an at-the-market offering under a prospectus supplement for aggregate sales proceeds of
up to $75.0 million (the “ATM Program”), with the common stock to be distributed at the market prices prevailing at the time of sale. The
ATM Program was established under a Common Stock Sales Agreement (the “Sales
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Agreement,”), with H.C. Wainwright & Co. LLC (“Wainwright”), under which the Company issued and sold shares of our common stock
through Wainwright as sales agent. The Sales Agreement provided that Wainwright would be entitled to compensation for its services at a
commission rate of 3.0% of the gross sales price per share of common stock sold. All shares issued pursuant to the ATM Program were
issued pursuant to our shelf registration statement on Form S-3 (File No. 333-254363), which was initially filed with the Securities and
Exchange Commission (the “SEC”), on March 16, 2021, amended on June 15, 2021 and declared effective by the SEC on June 16, 2021.
From June 21, 2021 through October 1, 2024, the Company sold an aggregate of 9,228,383 shares of common stock under the ATM
Program at an average price of approximately $8.13 per share for gross proceeds of approximately $75.0 million which represents all
amounts that were available to be sold. Effective October 1, 2024, the ATM Program was closed and terminated. The Company paid cash
commissions on the gross proceeds, plus reimbursement of expenses to Wainwright, as well as legal and accounting fees, in the aggregate
amount of approximately $2.4 million.

CIRM Grant Award

On June 16, 2016, Capricor entered into an award (the “CIRM Award”) with the California Institute for Regenerative Medicine
(“CIRM”) in the amount of approximately $3.4 million to fund, in part, Capricor’s Phase I/II HOPE-Duchenne clinical trial investigating
deramiocel for the treatment of DMD-associated cardiomyopathy. Pursuant to terms of the CIRM Award, the disbursements were tied to the
achievement of specified operational milestones. In addition, the terms of the CIRM Award included a co-funding requirement pursuant to
which Capricor was required to spend approximately $2.3 million of its own capital to fund the CIRM funded research project. The CIRM
Award is further subject to the conditions and requirements set forth in the CIRM Grants Administration Policy for Clinical Stage Projects.
Such requirements include, without limitation, the filing of quarterly and annual reports with CIRM, the sharing of intellectual property
pursuant to Title 17, California Code of Regulations (“CCR”) Sections 100600-100612, and potentially the sharing with the State of
California of a fraction of licensing revenue received from a CIRM funded research project and net commercial revenue from a
commercialized product which resulted from the CIRM funded research as set forth in Title 17, CCR Section 100608. The maximum
royalty on net commercial revenue that Capricor could have been required to pay to CIRM was equal to nine times the total amount
awarded and paid to Capricor.

After completing the CIRM funded research project and at any time after the award period end date (but no later than the ten-year
anniversary of the date of the award), Capricor had the right to convert the CIRM Award into a loan, the terms of which will be determined
based on various factors, including the stage of the research and development of the program at the time the election is made. On June 20,
2016, Capricor entered into a Loan Election Agreement with CIRM whereby, among other things, CIRM and Capricor agreed that if
Capricor elects to convert the grant into a loan, the term of the loan could be up to five years from the date of execution of the applicable
loan agreement; provided that the maturity date of the loan will not surpass the ten-year anniversary of the grant date of the CIRM Award.
Beginning on the date of the loan, the loan shall bear interest on the unpaid principal balance, plus the interest that has accrued prior to the
election point according to the terms set forth in the CIRM Loan Policy and CIRM Grants Administration Policy for Clinical Stage Projects
(the “New Loan Balance”), at a per annum rate equal to the LIBOR rate for a three-month deposit in U.S. dollars, as published by the Wall
Street Journal on the loan date, plus one percent. Interest shall be compounded annually on the outstanding New Loan Balance
commencing with the loan date and the interest shall be payable, together with the New Loan Balance, upon the due date of the loan. In
2019, Capricor completed all milestones and close-out activities associated with the CIRM Award and expended all funds received.

The Company accounts for this award as a liability rather than income. As of March 31, 2025, Capricor’s principal liability
balance for the CIRM Award was approximately $3.4 million, excluding any accrued interest.

On February 26, 2025, Capricor notified CIRM of its election to convert the CIRM Award into a loan. As a result, certain
requirements of the CIRM Award will no longer be applicable, including the revenue sharing requirements. The terms of the loan
agreement are currently under discussion with CIRM. Depending on these discussions, accrued interest on the CIRM Award could reach up
to approximately $7.1 million and will continue to accrue over time until the final payout, if it is determined that interest is due. There was
no accrued interest recorded as of March 31, 2025.
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Off-Balance Sheet Arrangements

During the periods presented, we did not have, nor do we currently have, any off-balance sheet arrangements, as defined in the
rules and regulations of the SEC.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordance with generally accepted accounting principles. The preparation of these
financial statements requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues, expenses
and related disclosures. We evaluate our estimates and assumptions on an ongoing basis, including research and development and clinical
trial accruals, and stock-based compensation estimates. Our estimates are based on historical experience and various other assumptions that
we believe to be reasonable under the circumstances. Our actual results could differ from these estimates. We believe the following critical
accounting policies reflect the more significant judgments and estimates used in the preparation of our financial statements and
accompanying notes.

Leases

Accounting Standards Codification (“ASC”) Topic 842, Leases (“ASC 842”), requires lessees to recognize most leases on the
balance sheet with a corresponding right-to-use (“ROU”) asset. ROU assets represent the Company’s right to use an underlying asset for
the lease term and lease liabilities represent the Company’s obligation to make lease payments arising from the lease. The assets and lease
liabilities are recognized at the lease commencement date based on the estimated present value of fixed lease payments over the lease term.
ROU assets are evaluated for impairment using the long-lived assets impairment guidance.

Leases will be classified as financing or operating, which will drive the expense recognition pattern. The Company elects to
exclude short-term leases if and when the Company has them.

The Company leases office and laboratory space, all of which are operating leases. Most leases include the option to renew and the
exercise of the renewal options is at the Company’s sole discretion. Options to renew a lease are not included in the Company’s assessment
unless there is reasonable certainty that the Company will renew. In addition, the Company’s lease agreements generally do not contain any
residual value guarantees or restrictive covenants.

The interest rate implicit in lease contracts is typically not readily determinable. As a result, the Company utilizes its incremental
borrowing rate, which reflects the fixed rate at which the Company could borrow on a collateralized basis the amount of the lease payments
in the same currency, for a similar term, in a similar economic environment.

For real estate leases, the Company has elected the practical expedient under ASC 842 to account for the lease and non-lease
components together for existing classes of underlying assets and allocates the contract consideration to the lease component only. This
practical expedient is not elected for manufacturing facilities and equipment embedded in product supply arrangements.

Revenue Recognition

The Company applies Accounting Standards Update (“ASU”) 606, Revenue for Contracts from Customers, which amended
revenue recognition principles and provides a single, comprehensive set of criteria for revenue recognition within and across all industries.
The Company has not yet achieved commercial sales of its drug candidates to date, however, the new standard is applicable to its
distribution agreements.

The revenue standard provides a five-step framework for recognizing revenue as control of promised goods or services is
transferred to a customer at an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods
or services. To determine revenue recognition for arrangements that it determines are within the scope of the revenue standard, the
Company performs the following five steps: (i) identify the contract; (ii) identify the performance obligations; (iii) determine the
transaction price; (iv) allocate the transaction price to the performance
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obligations in the contract; and (v) recognize revenue when (or as) the Company satisfies a performance obligation. At contract inception,
the Company assesses whether the goods or services promised within each contract are distinct and, therefore, represent a separate
performance obligation, or whether they are not distinct and are combined with other goods and services until a distinct bundle is
identified. The Company then determines the transaction price, which typically includes upfront payments and any variable consideration
that the Company determines is probable to not cause a significant reversal in the amount of cumulative revenue recognized when the
uncertainty associated with the variable consideration is resolved. The Company then allocates the transaction price to each performance
obligation and recognizes the associated revenue when, or as, each performance obligation is satisfied.

The Company’s distribution agreements may entitle it to additional payments upon the achievement of milestones or shares of
product revenue. The milestones are generally categorized into two types: development milestones and sales-based milestones. The
Company evaluates whether it is probable that the consideration associated with each milestone or shared revenue payments will not be
subject to a significant reversal in the cumulative amount of revenue recognized. Amounts that meet this threshold are included in the
transaction price using the most likely amount method, whereas amounts that do not meet this threshold are excluded from the transaction
price until they meet this threshold. At the end of each subsequent reporting period, the Company re-evaluates the probability of a
significant reversal of the cumulative revenue recognized for its milestones and shared revenue payments, and, if necessary, adjusts its
estimate of the overall transaction price. Any such adjustments are recorded on a cumulative catch-up basis, which would affect revenues
and net income (loss) in the Company’s condensed consolidated statements of operation and comprehensive loss. Typically, milestone
payments and shared revenue payments are achieved after the Company’s performance obligations associated with the distribution
agreements have been completed and after the customer has assumed responsibility for the respective clinical program. Milestones or
shared revenue payments achieved after the Company’s performance obligations have been completed are recognized as revenue in the
period the milestone or shared revenue payments was achieved. If a milestone payment is achieved during the performance period, the
milestone payment would be recognized as revenue to the extent performance had been completed at that point, and the remaining balance
would be recorded as deferred revenue.

The revenue standard requires the Company to assess whether a significant financing component exists in determining the
transaction price. The Company performs this assessment at the onset of its distribution agreements. Typically, a significant financing
component does not exist because the customer is paying for services in advance with an upfront payment. Additionally, future shared
revenue payments are not substantially within the control of the Company or the customer.

Whenever the Company determines that goods or services promised in a contract should be accounted for as a combined
performance obligation over time, the Company determines the period over which the performance obligations will be performed and
revenue will be recognized. Revenue is recognized using either the proportional performance method or on a straight-line basis if efforts
will be expended evenly over time. Percentage of completion of patient visits in clinical trials are used as the measure of performance. The
Company feels this method of measurement to be the best depiction of the transfer of services and recognition of revenue. Significant
management judgment is required in determining the level of effort required under an arrangement and the period over which the Company
is expected to complete its performance obligations. If the Company determines that the performance obligation is satisfied over time, any
upfront payment received is initially recorded as deferred revenue on its condensed consolidated balance sheets.

Certain judgments affect the application of the Company’s revenue recognition policy. For example, the Company records short-
term (less than one year) and long-term (over one year) deferred revenue based on its best estimate of when such revenue will be
recognized. This estimate is based on the Company’s current operating plan, and the Company may recognize a different amount of
deferred revenue over the next 12-month period if its plan changes in the future.

Grant Income

The determination as to when income is earned is dependent on the language in each specific grant. Generally, we recognize grant
income in the period in which the expense is incurred for those expenses that are deemed reimbursable under the terms of the grant. Grant
income is due upon submission of reimbursement request. The transaction price varies for grant income based on the expenses incurred
under the awards.
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Research and Development Expenses and Accruals

R&D expenses consist primarily of salaries and related personnel costs, supplies, clinical trial costs, patient treatment costs, rent
for laboratories and manufacturing facilities, consulting fees, costs of personnel and supplies for manufacturing, costs of service providers
for preclinical, clinical, manufacturing and commercial activities, and certain legal expenses resulting from intellectual property
prosecution, stock compensation expense and other expenses relating to the design, development, testing and enhancement of our product
candidates. Except for certain capitalized intangible assets, R&D costs are expensed as incurred.

Our cost accruals for clinical trials and other R&D activities are based on estimates of the services received and efforts expended
pursuant to contracts with numerous clinical trial centers and contract research organizations (“CROs”), clinical study sites, laboratories,
consultants or other clinical trial vendors that perform activities in connection with a trial. Related contracts vary significantly in length and
may be for a fixed amount, a variable amount based on actual costs incurred, capped at a certain limit, or for a combination of fixed,
variable and capped amounts. Activity levels are monitored through close communication with the CROs and other clinical trial vendors,
including detailed invoice and task completion review, analysis of expenses against budgeted amounts, analysis of work performed against
approved contract budgets and payment schedules, and recognition of any changes in scope of the services to be performed. Certain CRO
and significant clinical trial vendors provide an estimate of costs incurred but not invoiced at the end of each quarter for each individual
trial. These estimates are reviewed and discussed with the CRO or vendor as necessary, and are included in R&D expenses for the related
period. For clinical study sites which are paid periodically on a per-subject basis to the institutions performing the clinical study, we accrue
an estimated amount based on subject screening and enrollment in each quarter. All estimates may differ significantly from the actual
amount subsequently invoiced, which may occur several months after the related services were performed.

In the normal course of business, we contract with third parties to perform various R&D activities in the ongoing development of
our product candidates. The financial terms of these agreements are subject to negotiation, vary from contract to contract and may result in
uneven payment flows. Payments under the contracts depend on factors such as the achievement of certain events, the successful
enrollment of patients, and the completion of portions of the clinical trial or similar conditions. The objective of the accrual policy is to
match the recording of expenses in the financial statements to the actual services received and efforts expended. As such, expense accruals
related to clinical trials and other R&D activities are recognized based on our estimates of the degree of completion of the event or events
specified in the applicable contract.

No adjustments for material changes in estimates have been recognized in any period presented.

Stock-Based Compensation

Our results include non-cash compensation expense as a result of the issuance of stock options and restricted stock awards, as
applicable. We have issued stock options and restricted stock awards to employees, directors and consultants under our five stock option
plans: (i)  the 2006 Stock Option Plan, (ii) the 2012 Restated Equity Incentive Plan (which superseded the 2006 Stock Option Plan), (the
“2012 Plan”), (iii) the 2012 Non-Employee Director Stock Option Plan (the “2012 Non-Employee Director Plan”), (iv)  the 2020 Equity
Incentive Plan (the “2020 Plan”), and (v) the 2021 Equity Incentive Plan (the “2021 Plan”). At this time, the Company only issues stock
options and restricted stock awards under the 2020 Plan and the 2021 Plan and no longer issues stock awards under the 2006 Stock Option
Plan, the 2012 Plan, or the 2012 Non-Employee Director Plan.

We expense the fair value of stock-based compensation over the vesting period. For stock options, when more precise pricing data
is unavailable, we determine the fair value using the Black-Scholes option-pricing model. This valuation model requires us to make
assumptions and judgments about the variables used in the calculation. These variables and assumptions include the weighted-average
period of time that the options granted are expected to be outstanding, the volatility of our common stock, and the risk-free interest rate. We
account for forfeitures upon occurrence. For restricted stock awards, we determine the fair value using the Company’s stock price at the
grant date.
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The terms and vesting schedules for share-based awards vary by type of grant and the employment status of the grantee.
Generally, the awards vest based upon time-based conditions. Stock-based compensation expense is included in general and administrative
expense or research and development expense, as applicable, in the Statements of Operations and Comprehensive Income (Loss). We
expect to record additional non-cash compensation expense in the future, which may be significant.

Clinical Trial Expense

As part of the process of preparing our condensed consolidated financial statements, we are required to estimate our accrued
expenses. Our clinical trial accrual process is designed to account for expenses resulting from our obligations under contracts with vendors,
consultants, CROs and clinical site agreements in connection with conducting clinical trials. The financial terms of these contracts are
subject to negotiations, which vary from contract to contract and may result in payment flows that do not match the periods over which
materials or services are provided to us under such contracts. Our objective is to reflect the appropriate clinical trial expenses in our
condensed consolidated financial statements by matching the appropriate expenses with the period in which services are provided and
efforts are expended. We account for these expenses according to the progress of the trial as measured by patient progression and the timing
of various aspects of the trial. We determine accrual estimates through financial models that take into account discussions with applicable
personnel and outside service providers as to the progress or state of completion of trials, or the services completed. During the course of a
clinical trial, we adjust our clinical expense recognition if actual results differ from our estimates. We make estimates of our accrued
expenses as of each balance sheet date in our condensed consolidated financial statements based on the facts and circumstances known to
us at that time. Our clinical trial accrual and prepaid assets are dependent, in part, upon the receipt of timely and accurate reporting from
CROs and other third-party vendors. Although we do not expect our estimates to be materially different from amounts actually incurred,
our understanding of the status and timing of services performed relative to the actual status and timing of services performed may vary and
may result in us reporting amounts that are too high or too low for any particular period.

Recently Issued or Newly Adopted Accounting Pronouncements

In November 2024, the FASB issued ASU No. 2024-03, Disaggregation of Income Statement Expenses (Subtopic 220-40). The
ASU requires the disaggregated disclosure of specific expense categories, including purchases of inventory, employee compensation,
depreciation, and amortization, within relevant income statement captions. This ASU also requires disclosure of the total amount of selling
expenses along with the definition of selling expenses. The ASU is effective for annual periods beginning after December 15, 2026, and
interim periods within fiscal years beginning after December 15, 2027. Adoption of this ASU can either be applied prospectively to
consolidated financial statements issued for reporting periods after the effective date of this ASU or retrospectively to any or all prior
periods presented in the consolidated financial statements. Early adoption is also permitted. This ASU will likely result in the required
additional disclosures being included in our consolidated financial statements, once adopted. The Company is currently evaluating the
impact this guidance will have on its financial statement disclosures.

Other recent accounting pronouncements issued by the Financial Accounting Standards Board, including its Emerging Issues Task
Force, the American Institute of Certified Public Accountants, and the SEC, did not or are not believed by management to have a material
impact on the Company’s present or future consolidated financial statement presentation or disclosures.

Item 3.  Quantitative and Qualitative Disclosures About Market Risk.

Interest Rate Sensitivity

Our exposure to market risk for changes in interest rates relates primarily to our marketable securities and cash and cash
equivalents. As of March 31, 2025, the fair value of our cash, cash equivalents and marketable securities was approximately $144.8 million.
Additionally, as of March 31, 2025, Capricor’s investment portfolio was classified as cash, cash equivalents and marketable securities,
which consisted primarily of money market funds and bank money market accounts, which included short-term U.S. treasuries, bank
savings and checking accounts.
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The goal of our investment policy is to place our investments with highly rated credit issuers and limit the amount of credit
exposure. We seek to improve the safety and likelihood of preservation of our invested funds by limiting default risk and market risk. Our
investments may be exposed to market risk due to fluctuation in interest rates, which may affect our interest income and the fair market
value of our investments, if any. We will manage this exposure by performing ongoing evaluations of our investments. Due to the short-
term maturities, if any, of our investments to date, their carrying value has always approximated their fair value. Our policy is to mitigate
default risk by investing in high credit quality securities, and we currently do not hedge interest rate exposure. Due to our policy of making
investments in U.S. treasury securities with primarily short-term maturities, we believe that the fair value of our investment portfolio would
not be materially impacted by a hypothetical 100 basis point increase or decrease in interest rates.

Item 4.  Controls and Procedures.

We have adopted and maintain disclosure controls and procedures that are designed to ensure that information required to be
disclosed in our reports under the Exchange Act, is recorded, processed, summarized and reported within the time periods specified in the
SEC’s rules and forms and that such information is accumulated and communicated to our management, including our Chief Executive
Officer and Chief Financial Officer, as appropriate, to allow for timely decisions regarding required disclosure. In designing and evaluating
the disclosure controls and procedures, management recognizes that controls and procedures, no matter how well designed and operated,
cannot provide absolute assurance of achieving the desired control objectives.

As required by Rules 13a-15(b) and 15d-15(b) of the Exchange Act, we carried out an evaluation, under the supervision and with
the participation of management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of our disclosure controls and procedures as of the end of the period covered by this report. Based on the foregoing, our Chief
Executive Officer and Chief Financial Officer concluded that, as of the end of the period covered by this report, our disclosure controls and
procedures were effective at the reasonable assurance level.

Changes in Internal Controls over Financial Reporting

There has been no change in our internal control over financial reporting during the quarter ended March 31, 2025 that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II — OTHER INFORMATION

Item 1.  Legal Proceedings.

We are not involved in any material pending legal proceedings.

Item 1A. Risk Factors.

Part 1, Item 1A, “Risk Factors” of our Annual Report on Form 10-K for the year ended December 31, 2024, as filed with the SEC
on March 26, 2025, describes important risk factors that could cause our business, financial condition, results of operations and prospects to
differ significantly from those suggested by forward-looking statements made in this Quarterly Report on Form 10-Q or otherwise
presented by us from time to time. There have been no material changes in our risk factors from those previously disclosed in our Annual
Report on Form 10-K for the year ended December 31, 2024, as filed with the SEC on March 26, 2025.

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds.

None.

Item 3.  Defaults Upon Senior Securities.

None.

Item 4.  Mine Safety Disclosures.

Not applicable.

Item 5.  Other Information.

Rule 10b5-1 Trading Arrangements

During the three months ended March 31, 2025, none of the directors or executive officers of the Company adopted or terminated
any contracts, instructions, or written plans for the purchase or sale of the Company’s securities that were intended to meet the affirmative
defense conditions of Rule 10b5-1(c) or any other “non-Rule 10b5-1 trading arrangement”.

Item 6.  Exhibits.

3.1 Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the Company’s Current Report
on Form 8-K, filed with the SEC on February 9, 2007).

  
3.2 Certificate of Amendment of Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the

Company’s Current Report on Form 8-K, filed with the SEC on November 26, 2013).
  
3.3 Certificate of Amendment of Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the

Company’s Current Report on Form 8-K, filed with the SEC on June 4, 2019).
  
3.4 Certificate of Amendment of Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to the

Company’s Current Report on Form 8-K, filed with the SEC on May 15, 2024).

3.5 Bylaws of the Company (incorporated by reference to Exhibit 3.2 to the Company’s Current Report on Form 8-K, filed
with the SEC on February 9, 2007).

https://www.sec.gov/Archives/edgar/data/1133869/000114420407006159/v065143_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420407006159/v065143_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420413064127/v361510_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420413064127/v361510_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420419029669/tv522974_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420419029669/tv522974_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000155837024008313/capr-20240514xex3d1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000155837024008313/capr-20240514xex3d1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420407006159/v065143_ex3-2.htm
https://www.sec.gov/Archives/edgar/data/1133869/000114420407006159/v065143_ex3-2.htm
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3.6 Certificate of Amendment of the Bylaws of the Company (incorporated by reference to Exhibit 3.1 to the Company’s
Current Report on Form 8-K, filed with the SEC on August 25, 2020).

10.1 Form of Restricted Stock Award Agreement for Capricor Therapeutics, Inc. 2021 Equity Incentive Plan.*

31.1 Certification of Principal Executive Officer.*
  
31.2 Certification of Principal Financial Officer.*
  
32.1 Certification of Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.*
  
32.2 Certification of Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.*
  
101 The following financial information from Capricor Therapeutics, Inc.’s Quarterly Report on Form 10-Q for the quarterly

period ended March 31, 2025 formatted in Inline eXtensible Business Reporting Language (iXBRL): (i) Condensed
Consolidated Balance Sheets as of March 31, 2025 and December 31, 2024, (ii) Condensed Consolidated Statements of
Operations and Comprehensive Loss, (iii) Condensed Consolidated Statement of Changes in Stockholders’ Equity, (iv)
Condensed Consolidated Statements of Cash Flows, and (v) Notes to Condensed Consolidated Financial Statements.*

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)

* Filed herewith.

https://www.sec.gov/Archives/edgar/data/1133869/000110465920098381/tm2029227d1_ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1133869/000110465920098381/tm2029227d1_ex3-1.htm
https://content.equisolve.net/capricor/sec/0001558370-25-007770/for_pdf/capr-20250331xex10d1.htm
https://content.equisolve.net/capricor/sec/0001558370-25-007770/for_pdf/capr-20250331xex31d1.htm
https://content.equisolve.net/capricor/sec/0001558370-25-007770/for_pdf/capr-20250331xex31d2.htm
https://content.equisolve.net/capricor/sec/0001558370-25-007770/for_pdf/capr-20250331xex32d1.htm
https://content.equisolve.net/capricor/sec/0001558370-25-007770/for_pdf/capr-20250331xex32d2.htm
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

 CAPRICOR THERAPEUTICS, INC.
   
Date: May 14, 2025 By: /s/ Linda Marbán, Ph.D.
  Linda Marbán, Ph.D.
  Chief Executive Officer
  (Principal Executive Officer)
   
Date: May 14, 2025 By: /s/ Anthony J. Bergmann
  Anthony J. Bergmann
  Chief Financial Officer
  (Principal Financial and Principal Accounting Officer)



Exhibit 10.1

CAPRICOR THERAPEUTICS, INC.
2021 EQUITY INCENTIVE PLAN

_________________________________

Restricted Stock Award Agreement
_________________________________

You, _______________ (the "Participant"), are hereby awarded Restricted Stock subject to the terms and conditions set forth in this Award Agreement
(the "Award Agreement" or "Award") and in the Capricor Therapeutics, Inc. 2021 Equity Incentive Plan ("Plan"). A copy of the Plan is attached as
Exhibit A. You should carefully review these documents and consult ·with your personal financial advisor, in order to fully understand the implications of
this Award Agreement, including your tax consequences.

By executing this Award Agreement, you agree to be bound by all of the Plan's terms and conditions as if they had been set out verbatim below. In addition,
you recognize and agree that all determinations, interpretations, or other actions respecting the Plan and this Award Agreement will be made by the
Company's Board of Directors (the "Board") or any Committee appointed by the Board to administer the Plan, and shall be final, conclusive and binding
on all parties, including you and your heirs and representatives. Capitalized terms are defined in the Plan or in this Award Agreement.

1. Specific Terms. Your Restricted Stock has the following terms:

Name of Participant [Participant]

Number of Shares Subject to
Award

[Value]

Price per Share on Grant Date [Price]

Grant Date [Date]

Vesting Commencement Date [Date]

Vesting [Vesting]

2. Dividends; Voting Rights. Prior to the date that any Restricted Stock you qualify to receive pursuant to this Award Agreement has vested, you
will not be entitled to receive any dividends with respect to such Restricted Stock. As the owner of record of any Restricted Stock you qualify to receive
pursuant to this Award Agreement, you will be entitled to vote such Restricted Stock, subject to the treatment of the Award upon termination of your
Service Provider status before the particular record date for determining shareholders of record entitled to vote.

3. Issuance and Vesting of Restricted Stock. The Company will hold all Restricted Stock in escrow, in book entry form, until vesting occurs. You
will be reflected as the owner of record on the Company's books and records of any Restricted Stock credited to you pursuant to this Award Agreement. If
you forfeit any Restricted Stock, it will be transferred back to the Company. If the Restricted Stock vests, upon satisfaction of any tax withholding
requirements, your Restricted Stock will be reflected on the Company's books and records as vested Common Stock.

4. Designation of Beneficiary. Notwithstanding anything to the contrary contained herein or in the Plan, following the execution of this Award
Agreement, you may expressly designate a death beneficiary (the "Beneficiary") to your interest, if any, in this Award and any underling Shares. You shall
designate the Beneficiary by delivering written notice thereof to the Company. To the extent you do not duly designate a beneficiary who survives you,
your estate will automatically be your Beneficiary.
5. Restrictions on Transfer of Award. Your rights under this Award Agreement may not be sold, pledged, or otherwise transferred without the prior
written consent of the Committee.

6. Code Section 280G. Notwithstanding the other provisions of this Award Agreement or of the Plan (but subject to any contrary provisions of any
separate agreement between you and the Company), in the event that any issuance of Shares, payment, or benefit (collectively, the "Payments") received
or to be received by you pursuant to this Award or the Plan or otherwise would result in a "parachute payment" as described in section 280G of the
Internal Revenue Code of 1986, as amended (or any successor provision), such Payments shall not, in the aggregate, exceed the maximum amount that
may be paid to you without triggering golden parachute penalties under Section 280G and related provisions of the Internal Revenue Code, as determined
in good faith by the Company's



independent auditors. The foregoing reduction, however, shall only apply if it increases the net amount you would realize from Payments, after payment of
income and excise taxes on such Payments. If any benefits must be reduced hereunder, they shall be cut back in the priority order designated by the
Company. If you receive an amount in excess of the limit set forth in this section, you shall repay the excess amount to the Company on demand, with
interest at the rate provided for in Internal Revenue Code Section 1274(b)(2)(B) (or any successor provision). The Company and you agree to cooperate
with each other in connection with any administrative or judicial proceedings concerning the existence or amount of golden parachute penalties.

7. Taxes. By signing this Award Agreement, you acknowledge that you shall be solely responsible for the satisfaction of any taxes that may arise
pursuant to this Award, including all Federal, state, and local income tax withholding requirements and taxes arising under Code Sections 409A (regarding
deferred compensation) or 4999 (regarding golden parachute excise taxes), and that neither the Company nor the Administrator shall have any obligation
whatsoever to pay such taxes or otherwise indemnify or hold you harmless from any or all of such taxes. You agree that the Company may refuse to deliver
Shares to you if such withholding amounts are not delivered at the time of vesting or at such other time as the Company requires. The Committee shall
have the sole discretion to interpret the requirements of the Code, including Section 409A, for purposes of the Plan and this Award Agreement.

8. Notices. Any notice or communication required or permitted by any provision of this Award Agreement to be given to you shall be in writing and
shall be delivered electronically, personally, or sent by certified mail, return receipt requested, addressed to you at the last address that the Company had for
you on its records. Each party may, from time to time, by notice to the other party hereto, specify a new address for delivery of notices relating to this
Award Agreement. Any such notice shall be deemed to be given as of the date such notice is personally or electronically delivered or properly mailed.

9. Binding Effect. Except as otherwise provided in this Award Agreement or in the Plan, every covenant, term, and provision of this Award
Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective heirs, legatees, legal representatives, successors,
transferees, and assigns.

10. Modifications. This Award Agreement may be modified or amended at any time, provided that you must consent in writing to any modification
that adversely and materially affects any of your rights under this Award Agreement.

11. Headings.  Section and other beadings contained in this Award Agreement are for reference purposes only and are not intended to describe,
interpret, define or limit the scope or intent of this Award Agreement or any provision hereof.

12. Severability. Every provision of this Award Agreement and of the Plan is intended to be severable. If any term hereof is illegal or invalid for any
reason, such illegality or invalidity shall not affect the validity or legality of the remaining terms of this Award Agreement.

13. Counterparts. This Award Agreement may be executed by the parties hereto in separate counterparts, each of which when so executed and
delivered shall be an original, but all such counterparts shall together constitute one and the same instrument.

14. Investment Purposes. By executing this Award, you acknowledge that you are receiving and will be holding your Restricted Stock for investment
purposes only for your own account.

15. Plan Governs. By signing this Award Agreement, you acknowledge that you have received a copy of the Plan and that your Award Agreement is
subject to all the provisions contained in the Plan, the provisions of which are made a part of this Award Agreement and your Award is subject to all
interpretations, amendments, rules and regulations which from time to time may be promulgated and adopted pursuant to the Plan. Io the event of a conflict
between the provisions of this Award Agreement and those of the Plan, the provisions of the Plan shall control.

16. Securities Law Restrictions. Regardless of whether the offering and sale of Shares under the Plan have been registered under the Securities Act
of 1933, as amended (the "Securities Act"), or have been registered or qualified under the securities laws of any state, the Company at its discretion may
impose restrictions upon the sale, pledge or other transfer of such Shares (including the placement of appropriate legends on stock certificates or the
imposition of stop-transfer instructions) if, in the judgment of the Company, such restrictions are necessary or desirable in order to achieve compliance
with the Securities Act or the securities laws of any state or any other law or to enforce the intent of this Award.

17. Governing Law. To the extent not governed by U.S. federal law, this Award Agreement shall be governed by and construed in accordance with
the laws of the State of Delaware applicable to agreements made and to be performed entirely within such state, without regard to principles of conflicts of
laws.

BY YOUR SIGNATURE BELOW, along with the signature of the Company's representative, you and the Company agree that the Restricted Stock are
awarded under and governed by the terms and conditions of this Award Agreement and the Plan.

The undersigned Participant hereby accepts the terms of this Award Agreement and the Plan.



PARTICIPANT CAPRICOR THERAPEUTICS, INC.

Signature By:

Print Name Print Name

Residence Address Title

City, State, Zip Code

Email Address



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, Linda Marbán, Ph.D., certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Capricor Therapeutics, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 14, 2025

/s/ Linda Marbán, Ph.D.
Name: Linda Marbán, Ph.D.
Title: Chief Executive Officer and Principal Executive Officer



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

I, Anthony J. Bergmann, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Capricor Therapeutics, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting.

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: May 14, 2025

/s/ Anthony J. Bergmann  
Name: Anthony J. Bergmann  
Title: Chief Financial Officer, Principal Financial and Principal Accounting
Officer  



Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, Linda Marbán, Ph.D., the Principal Executive
Officer of Capricor Therapeutics, Inc. (the “Company”), hereby certifies, to her knowledge, that:

(1) the Quarterly Report on Form 10-Q of the Company for the period ended March 31, 2025 (the “Report”) fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company
for the period covered by the Report.

Date: May 14, 2025

/s/ Linda Marbán, Ph.D.  
Name: Linda Marbán, Ph.D.  
Title: Chief Executive Officer and Principal Executive Officer  



Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, Anthony J. Bergmann, the Principal Financial
Officer of Capricor Therapeutics, Inc. (the “Company”), hereby certifies, to his knowledge, that:

(1) the Quarterly Report on Form 10-Q of the Company for the period ended March 31, 2025 (the “Report”) fully complies with the requirements of
Section 13(a) or Section 15(d), as applicable, of the Securities Exchange Act of 1934, as amended; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company
for the period covered by the Report.

Date: May 14, 2025

/s/ Anthony J. Bergmann  
Name: Anthony J. Bergmann  
Title: Chief Financial Officer, Principal Financial and Principal Accounting
Officer  


