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BioStem Technologies is a leading innovator focused 
on harnessing the natural properties of perinatal 
tissue in the development, manufacture, and 
commercialization of allografts for regenerative 
therapies.   
 
We see evidence the demand for the BioStem 
technology is growing and believe that growth, 
combined with the efficiency changes made by 
management, will propel BSEM higher.  

52-Week High $4.00 
52-Week Low $1.85 
One-Year Return (%) N/A 
Beta N/A 
Average Daily Volume (sh) 6,844 
  
Shares Outstanding (mil) 12 
Market Capitalization ($mil) $46 
Short Interest Ratio (days) N/A 
Institutional Ownership (%) 0 
Insider Ownership (%) N/A 

  

Annual Cash Dividend  $0.00 
Dividend Yield (%)  0.00 
  
5-Yr. Historical Growth Rates  
    Sales (%) N/A 
    Earnings Per Share (%) N/A 
    Dividend (%)   N/A 
  

P/E using TTM EPS N/A 

P/E using 2022 Estimate N/A 

P/E using 2023 Estimate N/A 
  
Zacks Rank N/A 
  

ZACKS ESTIMATES 
 

Revenue  
(in millions of $) 

 Q1 Q2 Q3 Q4 Year 

 (Mar) (Jun) (Sep) (Dec) (Dec) 

2022 2.7 A    2.2 A    2.2 E    2.3 E    9.4 E    

2023 2.6 E    2.8 E 3.2 E    3.6 E    12.2 E    

2024 3.6 E    4.0 E    4.0 E    4.2 E    15.8 E    

2025 4.3 E    4.9 E    5.5 E     5.8 E    20.5 E    
  

Earnings 
 

 Q1 Q2 Q3 Q4 Year 

 (Mar) (Jun) (Sep) (Dec) (Dec) 

2022 -0.09 A    0.02 A 0.02 E    0.02 E    -0.03 E 

2023 0.05 E    0.07 E    0.08 E    0.10 E    0.30 E 

2024 0.10 E    0.11 E    0.13 E    0.14 E    0.48 E 

2025 0.15 E    0.16 E    0.18 E    0.22 E    0.71 E    
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BSEM:  Changing skin grafts for better 
outcomes. 

BSEM is changing the skin graft market by using 

the natural properties of perinatal tissue.  Revenues 

are rising and we value BSEM at $6.40 using the 

discounted cash flow method and a 20% discount 

rate.   

Sponsored – Impartial - Comprehensive 
 

 Sponsored – Impartial - Comprehensive 
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      Summary 

 
 

 
 

We are initiating coverage of BioStem Technologies (BSEM: OTCPK) with a valuation of $6.40 per 
share.  
 
BioStem Technologies, Inc. is a leading innovator focused on harnessing the natural properties of 
perinatal tissue in the development, manufacture, and commercialization of allografts for 
regenerative therapies. The company states its mission is “to discover, develop and produce the 
most effective regenerative medicine products in the world,” and we believe that the company is well 
on its way to achieving that goal—providing to investors what we believe is an opportunity to invest 
in a company that is both providing a vital service to the human population and providing economic 
value to shareholders when doing so.  
 
Skin grafts are an often-overlooked procedure, until you or someone you know needs one, and then 
it becomes a vital operation. According to UT Southwestern Medical Center, over 100,000 skin grafts 
are performed in the US each year, and, according to the Center, that number would likely be higher 
if tissue was more available to be grafted. Skin grafts can be needed for a variety of issues according 
to Icahn School of Medicine at Mt. Sinai, including: 
 

• Infection causing skin loss 

• Burns 

• Cosmetic or reconstructive surgeries 

• Other surgeries that need skin grafts to heal 

• Venous ulcers, pressure ulcers, or diabetic ulcers 

Addressing the last bullet, diabetic ulcers, according to University of Michigan Health Service, 
approximately 15% of patients with diabetes will develop foot ulcers and unfortunately are the 
leading cause of lower extremity amputations in the United States—with 14%-24% of those patients 
who develop a foot ulcer having such a procedure.  
 
Skin grafts are vital in situations such as this, and many others, and while the grafting procedure is 
not new, BioStem has developed a technology that we believe will vastly improve the process and 

provide better outcomes for patients.  
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     The Biostem Solution 

 
BioStem addresses the important skin graph issue by focusing on elements of perinatal tissue and 
the body’s innate biology to repair or reverse damage caused by a broad range of degenerative 
diseases. The company’s proprietary approach, called Local MicroEnvironment ActivationTM, or LMA, 
uses combinations of small molecules, cytokines, and other growth factors to activate the 
microenvironment within the body to create communication for repair in the tissue. Allografts (tissue 
graft from a donor of the same species) are processed through the company’s proprietary process 
known as BioRetain®. This process focuses on preserving the tissue’s endogenous biological 
properties while maintaining the structure and matrix found in fresh perinatal tissue, which is 
recovered from healthy pregnancies that go full term.  
 
To understand why this process of using perinatal tissue is superior to the traditional method it’s 
important to examine what occurs during the grafting and healing process.  
First, the local microenvironment is defined as the immediate environment surrounding a cell, or 
group of cells, which contains physical and chemical signals that can either directly or indirectly 
influence cellular behavior. The company notes that development, growth and repair of tissue is 
largely dependent on microenvironmental conditions. Changes in the microenvironment including 
alterations in mechanical forces, chemokines, extracellular matrix and growth factors directly impact 
cellular recruitment and activation. 
 
The local microenvironment includes: 

• Extracellular matrix. Similar or dissimilar cells that are in close proximity. 
o The extracellular matrix is a three-dimensional network consisting of extracellular 

macromolecules and minerals, such as collagen, enzymes, glycoproteins and 
hydroxyapatite that provide structural and biomechanical support to surrounding cells.  
 

• Cytokines, growth factors, extracellular vesicles, and small nucleic acids. 
 

• Local physical properties of a tissue. 
 

The importance of each individual factor depends on the nature of the cell or tissue. The combination 
of these factors ultimately influences the behavior of the cells and tissue in the local 
microenvironment. The nature of the interaction between the local microenvironment and cells is 
bidirectional. This means that as tissue remodels, it can produce, rearrange, and realign the 
extracellular matrix components. Similarly, the extracellular matrix itself can regulate and transform 
the activity of cells. 
 
According to the company, LMA refers to the positive impact that the allograft elicits on the 
application site’s cells and tissues. This activation occurs through several mechanisms: 
 

• Stromal support and scaffolding 
o Perinatal tissue allografts can provide the scaffolding for endogenous and introduced 

cells to connect and develop. 
o Scaffolding may be in the form of dehydrated tissue offering a physical base for the 

endogenous cells to interact. 
▪ The molecules within these scaffolds, such as collagen and fibronectin, 

promote the foundation for regenerative activity. 
 

• Direct growth factor delivery 
o The LMA concentrates on growth factor ligand concentration. 
o Upon application, growth factors within the perinatal tissue allograft are immediately 

available to surrounding cells and tissues. 
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▪ These growth factors bind to receptors on the surrounding cells and local 
tissue, establishing a signaling cascade within the tissue to begin regenerative 
activity. 
 

• Exosome signaling 
o Extracellular vesicles that carry protected RNA, miRNA and some proteins. 
o Exosomes are taken up by the tissues (endocytosis) or fused, where they release the 

regenerative factors required to start development. 
 

Understanding the science behind the BioStem process made us wonder why this process wasn’t 
developed sooner, given the apparent advantages for patients in increasing the odds of an effective 
and efficient graft. However, we are glad that this process has finally been developed and are 
confident that it will gain increasing use in a variety of applications as BioStem expands its sales 
teams, which it is currently in the process of doing—and by gaining increasing acceptance from 
Medicare-another process being pursued according to company management.  

 

The Products 
 
Before we get into more details on how BioStem is going to increase sales of its products, we first 

need to understand what products are being promoted.  

BioStem’s primary product is Vendaje®. Vendaje® comes in several different forms and sizes and is 

a human connective tissue matrix comprised of amniotic tissue. This amniotic tissue is processed 

using the company’s proprietary BioRetain process, mentioned above, which creates a dehydrated 

human amniotic membrane allograft. The company describes a six-step process that enables the 

amniotic tissue to preserve its natural integrity: 

• Minimally Damaging Disinfection 

o The membrane is submerged in an effective bactericidal, tuberculocidal, fungicidal 

and virucidal solution to eliminate pathogens. 

 

• Manual Hematopoietic Reduction 

o Blood and blood-producing components are removed by hand without scraping or 

scrubbing to preserve the membrane structure. 

 

• Cold Isotonic Cleansing 

o A series of washes in a clean, low-temperature, pH-balanced solution with gentle 

stirring removes remaining debris while minimizing tissue and growth factor 

breakdown. 

 

• Gentle and Gradual Dehydration 

o Slow drying of the membrane using physiological temperature preserves tissue 

structure and natural growth factors, while also preventing damage from freezing or 

high temperatures.  

 

• Precise Cutting Die Placement 

o Manual placement of cutting dies helps ensure optimal tissue quality for each 

individual allograft. 

 

•  Low-dose, E-Beam Sterilization 

o Grafts are individually packed and terminally sterilized to an assurance level of at 

least 10-6 via electron beam, avoiding harmful biproducts or excessive irradiation 
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associated with other methods The company notes that the company’s sterilization 

assurance level is generally accepted for pharmacopeial sterilization procedures, with 

a probability of not more than one viable microorganism per one million sterilized 

items of the final product. 

 

Additionally, Vendaje® allografts are held in place via hydrostatic tension, have a five-year shelf life 

and can be stored at ambient temperatures—all enormous advantages in the transplant arena.  

Placentally-derived human amniotic membrane (AM) is a source of pro-healing growth factors and 

anti-inflammatory cytokines and has successfully been used in regenerative medicine for over a 

century. Vendaje® is the result of the modernization of this science.  According to the company, 

early users of AM for wounds and post-surgical applications noted how the membrane seemed to 

disappear and integrate with the patient’s own tissue without a host reaction. This apparent immune 

neutrality is a result of mechanisms that suppress and modulate the immune system. 

The amniotic membrane forms the innermost layer of the human placenta and acts as a protective 

barrier for the developing fetus.  

Structure of the Amniotic Membrane 

 

Source: BioStem Technologies—September 1, 2022 
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Vendaje is currently provided in three different forms: 

• Vendaje-- is intended for homologous use as a protective covering. 

o Additional advantages of Vendaje allografts:  

▪ held in place via hydrostatic tension and may be used in an open incision or 

placed as a dermal substitute. 

▪ aseptically processed and terminally sterilized via e-beam irradiation. 

▪ have a 5-year shelf life and can be stored at ambient temperatures. 

 

• Vendaje AC—also intended for homologous use as a protective covering and comprised of 

dehydrated amniotic/chorionic tissue.  

o The combined amniotic and chorionic membrane advantages: 

▪ The combination of amnion and chorion is thicker and higher in tensile 

strength than allografts containing amnion alone. It is also richer and more 

varied in growth factors as well thanks to the higher quantity of growth factors 

present in the chorion layer. 

 

Combined Amniotic and Chorionic Membrane 

 

 

Source: BioStem Technologies—September 1, 2022 

 

• Vendaje Optic-consists of only the amnion layer of the placental membrane.  

o This single layer of amnion measures between 20-50 microns thick, making Vendaje 

Optic ideal for delicate ophthalmic applications.  

o The covering can be applied directly to the eye without the use of additional hardware 

or sutures.  
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Vendaje Optic 

 

 

Source: BioStem Technologies—September 1, 2022 

It is also important to note that these products are designated as Human Cell, Tissue, and Cellular 

and Tissue-Based Products (HCT/P) by the U.S. Food and Drug Administration (FDA), are minimally 

manipulated, and are produced in accordance with the FDA regulations for Good Tissue Practices. 

 
 

      The Company 
 

The uses for these products are numerous and we believe that patients and doctors are going to be 
increasingly demanding the technology that is offered by BioStem when they learn of the advantages 
in application, acquisition, storage and effectiveness.  
 
Obviously, obtaining and maintaining quality tissue is vital to the solution that BioStem is providing. 
After discussions with management we believe the company has solid processes in place for both 
acquiring and insuring the quality of the donated tissue. The perinatal tissue-derived allografts are 
produced in accordance with the FDA regulations for Good Tissue Practice.  Additionally, BioStem is 
accredited by the American Association of Tissue Banks, which is the organization that set 
standards, inspects facilities and accredits tissue banks in North America. 
 
BioStem works with five collection agencies to get the placental tissue needed, which, as mentioned 
and avoids any potential ethical questions, is only recovered from pregnancies that go to full-term.  
Additionally, the company does a full background check on the mother to help ensure that the 
sample used will be as healthy as possible. We questioned management about the ability to keep up 
with the anticipated increase in demand for the company’s products and they noted that there were 
no supply problems with placental tissue, hospitals have an abundance of it, but also commented 
that short-term supply bottlenecks have been a challenge for more “common” materials such as 
saline solution due to continued supply chain issues—a situation, we understand through 
conversations with industry insiders, that is in the process of correcting itself.  
 
The company’s growth trajectory is already pointing upward and we expect it to accelerate given 
increased word of mouth as well as the advancements the company is planning to implement in 
terms of marketing and operations. Revenues for the quarter ended June 30, 2022 were just over 
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$2.1 million, which was up over 100% versus the same quarter a year earlier which saw revenues of 
just over $900,000. Additionally, net income, a metric we love to see for a company in this space and 
at this stage in the green, showed a profit, with the company reporting $200,000 in net income 
versus a loss of $370,000 a year earlier—all very positive trends. Additional financial highlights 
include a robust $1.37 million in cash on hand as of June 30, 2022 and the further deleveraging of 
the balance sheet by converting $3.3 million in liabilities to common stock during the first six months 
of the year.  
 
In conversations with management, we also became excited about the strategy outlined to increase 
sales and improve operations. The company is transitioning from indirect to direct sales, which we 
believe will provide for a more focused, motivated and consistent message, while the company is 
also investing in promoting its message by updating its branding and relaunching its website. 
Company management has also made the decision to invest in its sales and ordering platform and 
noted that they were “very optimistic about the business-to-business platform,” believing it to be a 
“game changer.” Operational process that were outsourced are now being brought in house and 
documentation is moving to electronic.  
 
Finally, the company is developing new products, which management couldn’t expand on yet, but 
we’ll be watching for the announcements, and plans to publish in a medical journal, while also 
working on getting Medicare codes for the Optic and AC products, with those expected to come in 
the first quarter of 2023. 

 
  

 

        Valuation 
 

As seen above in the financial discussion, BioStem has recently been growing revenues at a rapid 
rate—and we believe that will continue into the near future with the changes to marketing and sales 
processes helping to fuel those gains.  When it comes to valuing BSEM, we want to lean toward the 
conservative side, leaving room for upside surprises. As such, we estimate that revenues will grow 
30% annually for the next three years and then level off at a 10% growth rate. We also assume that 
margins remain at around 82% and grow other expenses at 5% per year. We wouldn’t be surprised if 
that margin number could be slightly higher as efficiencies and scale increase but we want to remain 
fairly conservative in our estimates.  
 
We also don’t assume any new product additions that may be possible, largely due to the fact that 
we have no information on those products and would be unable to make an even educated guess at 
what they would mean to the business, but acknowledge that it represents a potential upside call to 
the BSEM stock.  Given all of that, we apply a 20% discount rate to future cash flows and a 5% 
inflation rate and end up with a valuation of $6.40 per share. That valuation, which we believe is 
conservative, represents a nice premium to the recently traded price of around $3.00, meaning that 
we believe BSEM is worth a strong look by investors with a slightly higher risk tolerance.                                                                                                                                                                                                                                         
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RISKS  
 

• Supply issues could cause margin compression or fewer sales. 

• If sales don’t ramp up as expected, funding could become an issue.  

• Increased competition could lead to fewer sales or increasing price wars.  

• Current management could leave.  

• As with any micro-cap stock, a lack of liquidity could hurt investors’ ability to sell shares at the 
stated market price.  
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       PROJECTED INCOME STATEMENT & BALANCE SHEET 

 
 

1Q2022A 2Q2022A 3Q2022E 2022E 2023E 2024E 2025E

Revenue 2,748,622 2,157,823 2,200,979 9,352,424 12,158,151 15,805,596 20,547,274

Cost of good sold 403,434 384,970 396,176 1,683,436 2,188,467 2,845,007 3,698,509

Gross profit 2,345,188 1,772,853 1,804,803 7,668,987 9,969,683 12,960,588 16,848,765

Operating Expenses:

  Compensation expense 2,769,186 876,728 894,263 5,452,324 3,506,912 3,682,258 3,866,370

  General and administration 285,291 505,120 515,222 1,831,160 2,014,276 2,215,704 2,437,274

  Depreciation and amort. 67,566 56,051 53,248 231,179 219,620 208,639 198,207

Total Operating Expenses 3,122,043 1,437,899 1,462,733 7,514,663 5,740,808 6,106,600 6,501,852

Income/(Loss) from operations (776,855) 334,954 342,070 154,324 4,228,875 6,853,988 10,346,913

Other Income/(Expenses):

  Interest income/(expense) (122,952) (123,306) (122,073) (492,845) (468,203) (444,793) (422,553)

  Other 21,192 (8,237) 20 28 37 46 63

Total other inc./(exp.) (101,760) (131,543) (122,053) (492,817) (468,166) (444,747) (422,490)

Net Inc./(Loss) from Operations Before Tax (878,615) 203,411 220,017 (338,494) 3,760,709 6,409,241 9,924,423

  Income tax/(benefit) - - - - - - -

Net Income/(Loss) (878,615) 203,411 220,017 (338,494) 3,760,709 6,409,241 9,924,423

Net Income/(Loss) per share (0.09)$             0.02$                 0.02$                 (0.03)$          0.30$           0.48$           0.71$           

Diluted Common Shares Outstanding 9,317,767       11,685,291       11,802,144       12,038,187 12,640,096 13,272,101 13,935,706 

Current Assets

  Cash 809,238 1,372,161 1,303,553 1,238,375 1,176,457 1,117,634 1,061,752

  Accounts receivable 798,556 489,150 503,825 518,939 534,507 550,543 567,059

  Inventory 589,285 687,500 653,125 620,469 589,445 559,973 531,974

  Other 53,051 138,127 136,746 135,378 134,024 132,684 131,357

Total Current Assets 2,250,130 2,686,938 2,597,248 2,513,162 2,434,434 2,360,834 2,292,143

  Property, Plant and Equip. 1,260,748 1,392,022 1,364,182 1,336,898 1,310,160 1,283,957 1,258,278

  Right-of-use asset 22,187 32,941 33,270 33,603 33,939 34,279 34,621

  Intangible and goodwill 440,361 426,040 413,259 400,861 388,835 377,170 365,855

Total other assets 1,723,296 1,851,003 1,810,711 1,771,362 1,732,934 1,695,405 1,658,754

Total Assets 3,973,426 4,537,941 4,407,959 4,284,524 4,167,368 4,056,239 3,950,897

Current Liabilities

  Accounts payable 804,157 643,003 655,863 668,980 682,360 696,007 709,927

  Interest payable 1,070,783 1,392,925 696,463 682,533 668,883 655,505 642,395

  Notes payable--current - 3,152,813 - - - - -

  Convertible notes--current 981,211 948,610 901,180 856,121 813,314 772,649 734,016

  Other current liabilities 16,349 15,444 15,753 16,068 16,389 16,717 17,051

Total current liabilities 2,872,500 6,152,795 2,269,258 2,223,702 2,180,946 2,140,878 2,103,390

  Notes payable--long-term 3,895,630 904,480 859,256 816,293 775,479 736,705 699,869

  Other long-term liabilities 5,323 167,681 169,358 171,051 172,762 174,490 176,234

Total long-term liabilities 3,900,953 1,072,161 1,028,614 987,345 948,240 911,194 876,104

Total Liabilities 6,773,453 7,224,956 3,297,872 3,211,047 3,129,187 3,052,072 2,979,494

Stockholders' equity/(deficit)

  Capital stock/treasury stock, net (31,778) (31,770) (31,770) (31,770) (31,770) (31,770) (31,770)

  Additional paid in capital 27,250,181 28,197,564 28,197,564 28,197,564 28,197,564 28,197,564 28,197,564

  Noncontrolling interest 283,347 265,706 257,735 250,003 242,503 235,228 228,171

  Accumulated deficit (30,301,777) (31,118,515) (27,313,442) (27,342,319) (27,370,115) (27,396,855) (27,422,561)

 Total Stockholders' Equity/(Deficit) (2,800,027) (2,687,015) 1,110,087 1,073,478 1,038,182 1,004,167 971,404

Total Liabilities and Stockholders' Equity 3,973,426 4,537,941 4,407,959 4,284,524 4,167,368 4,056,239 3,950,897

Biostem Technologies, Inc. Income Statement and Balance Sheet
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     HISTORICAL STOCK PRICE 
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