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Abstract
The establishment of International Stem Cell Company dates back to the year 2005 when it still functioned under BTHC III, Inc. A plethora of economical achievements accumulated to the independent ownership of the International Stem cell corporation presently headquartered in California. It all began with its incorporation into the Delaware on the 7th of July; 2005.This move was consented by a plan of reorganization of a limited liability company that led to the issuing of 500,000 common stock market shares to the administrative holders. Pursuant to “a share Exchange Agreement” of December, 2006, “BTHC III Inc. issued up to an estimate of 93.70% of the common stock outstanding”. Consequently to the transactions hereby highlighted, International Stem Corporation became a fully fledged company independent from the BTHC III, Inc. International Stem Cell corporation later in the year 2007 changed its company trading symbol from ISC  to ISCO.OB.This paper seeks to reassess the ISCO.OB, Inc. development and  possible business challenges that surrounds the operations of the firm, how the company deals with such risks as material misstatements and disputes in its socio-political and economic contexts, and how effectively  it copes up with management issues at large.
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International Stem Cell Corporation
International Stem Cell Corporation is a biotechnology and biomedical company that majorly deals with biomedical and therapeutic researches. It also focuses on the business of cosmeceutical products alongside other myriads of health care services. According to the U.S Security Exchange Commission report, form 10-K, International Stem Cell corporation objectives is to establish a bank of “clinical human grade stem” cells that will be “immune-matched” to the larger segments of the human population. Its other objective is to come up with “unlimited source of the immune-matched human cells” to be used in treating specific ailments.
From the findings of the National Institutes of Health, “research on stem cells is advancing knowledge about how tissues and organisms develop from a single cell and how healthy cells derived from a single cell may replace damaged cells in adult organisms”. The use of the human embryonic cells in research has, however, raised critical ethical debates between the federal government and the International Stem Cell company, opposing it as unethical and not acceptable.
Business Risks towards the company

As per the form 10-k, International Stem Cell Corporation reports that the company’s business is at its initial stages of development, and therefore do not have any of its therapeutic “products in the late stage clinical trials”. Prior to the regulatory certification by the federal government, the company still has to conduct rigorous researches and testing on their products to ensure that they will be safe for used in the public domain.

It is also reported that there have been a series of losses that the company has historically incurred, with no profit gains since its venture into the biotechnology business. Significant operating losses have been encountered, and as the company continues with its research and development activities, not commercializing any of its products yet, there is likelihood that it will incur additional operation losses in future. According to the form 10-k report, this state of business affairs is worsened by the fact that ISCO does not have any source of revenue and is not seeing the possibility of having some in future.

 
As much as the International Stem Cell Corporation is in need of additional capital to manage its research and development programmes, its ability to acquire additional financial support is still not certain. The company estimates its current burn rate at $ 550,000 per Month. This is not inclusive of its financial expenses. Even with this funding, it gets financed through private equity financings. 
International Stem Cell Corporation has some rays of hope that if the future financial market will permit, it would be able to acquire adequate formal funding for its business operations. This state of financial predictability puts the company at an adverse risk situation, with only a few ways to move, the company will have to obtained some good funding in the long run, otherwise it will not be able to function anymore without funds. 
Assessment of the internal control factors
The Securities Exchange Act of 1934,”rule 13a-15 and 15d-15” requires that a company evaluate” through management constituted by the executive and the chief financial officer, the effectiveness of its disclosure controls and procedures”. International Stem Cell Corporation has fully complied with these rules and regulations as specified by the S E C.The SEC rule requires that a company in form of a report, prepares its,  “recorded, processed , summarized and reported within the period specified by the SEC`s rules and forms”.
The company’s management which is composed of “the chief executive officer and the chief financial officer, does not expect that its disclosure controls and procedures” will resolve all its fraudulences and errors. This report further elaborates that no matter how perfect a control system may be, it can only provide a reasonable but not the absolute assurance that the company’s goals and objects will be achieved. 

Additionally, how the control system is designed should reflect on the existence of constraints, and benefits in relation to the expenses. And because of the existece inherent risks that is a characteristic of control systems, there is no absolute assurance that cases of frauds and control issues will be recognized. Inherent risks or limitations, described in this report,” include the realities that judgments in decision making can be faulty, and that breakdowns can occur because of minor misstates or errors”.

Form 10-k further reports that the internal control of International Stem Cell company haven’t experienced any changes  over the financial reporting as at the 4th  quarter of the year ended 31st,December,2009.This implies that none of such changes “have materially affected, or reasonably likely to materially affect the company’s internal control over financial reporting”.

The company’s management is too taking the responsibility of establishing and keeping enough of the internal control on its financial reporting. International Stem Cell has its “internal control system designed to provide reasonable assurance regarding the reliability of the financial reporting and preparation of the financial statements for external purposes” adhering to the accounting principles set by the United states-Generally Accepted Accounting Principles (GAAP), plus all the other necessary policies.
Also critical from the reports is the cautionary note provided by the company regarding the
 “forward-looking statements”. Here, forward-looking statements are those concerning the company’s financial positions, business strategies, plans and objective for the future activities. This report precisely explains that forward-looking statements are generally characterized by words like, will; would; intend; should; expect; continue; plan; predict; forecast; believe; estimate; anticipate or any of such terms comparative to the terminologies hereby stated.
Other topical financial and business issues


The senior  vice president, operations, Jeffrey Janu, announced on the 26th of August, 2010, that International Stem Cell corporation was not affected by ”the federal district judge blocking federal funding of embryonic stem cell research”. The VC noted that this move was not likely to impact negatively on the company’s therapeutic programs. This announcement was confirmed by the company’s chairman and director, Ken Andrey Semechkin, stating that “because they have never depended on the federal or state money to fund their research, the new ruling by the federal judge was simply not applicable to any of their programs in the United States or any of their International efforts”.
Risks of Material Misstatement

Resulting from the possibly existing socio-political turbulences in the company, International Stem Cell Company may not be more certain that it will accomplish all its business and organizational goals and ambitions. This state of political and social affairs makes the company vulnerable to extreme financial risks, that is, if their “forward-looking statements” are to take any effects. 
Positive and Negative concerns about ISCO

Regarding the report of form 10-k,item-A, talking about the companies risk factors, International Stem Cell Company seems to be financially weak and needs some financial aid to help manage its operations. The company’s negative reaction towards the federal judgment to block funding of the embryonic research projects is therefore not the best for company. The management board may need to re-assess their financial abilities and prove that they can stand all by themselves without the federal financial aids. In its internal control, International Stem Cell corporation is doing fairly well, that is, if their report in the form 10-k are to be accurate and effective.
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