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PROSPECTUS SUPPLEMENT Filed pursuant to Rule 424(b)(5)
(To Prospectus dated January 8, 2014) Registration No. 333-193100

35,715,000 Shares of Common Stock

and Warrants to Purchase 26,786,250 Shares of Common Stock

STEMCELLS, INC.

We are offering up to 35,715,000 shares of our common stock and warrants to purchase up to 26,786,250 shares of
our common stock in this offering (and the shares of common stock issuable from time to time upon exercise of these
warrants). The common stock and warrants will be separately issued, but the shares and warrants will be issued and
sold to purchasers in equal proportion. Each warrant will have an exercise price of $0.85 per share of common stock,
will be exercisable upon issuance and will expire five years from the date of issuance.

Our common stock is listed on the NASDAQ Capital Market under the symbol �STEM.� On April 22, 2015, the last
reported sales price of our common stock on the NASDAQ Capital Market was $0.82 per share. There is no
established public trading market for the warrants and we do not expect a market to develop. In addition, we do not
intend to list the warrants on the NASDAQ Capital Market, any other national securities exchange or any other
nationally recognized trading system.

Investing in our securities involves a high degree of risk. Before buying any securities, you should read the
discussion of material risks of investing in our common stock under the heading �Risk Factors� beginning on
page S-3 of this prospectus supplement and the risk factors described in other documents incorporated by
reference herein.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus supplement or the
accompanying prospectus. Any representation to the contrary is a criminal offense.

We have retained Maxim Group LLC to act as the sole book-running manager and the sole representative of the
underwriters in connection with this offering. We have agreed to pay the underwriters the fee set forth in the table
below, which assumes that we sell all of the shares we are offering.
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Per Share Per Warrant Total
Public offering price 0.6999999 0.0000001 25,000,500.00
Underwriting discounts and
commissions(1) 0.041999994 0.000000006 1,500,030.00
Proceeds, before expenses, to us 0.657999906 0.000000094 23,500,470.00

(1) In addition to the underwriting discount, we have agreed to pay up to $150,000 of the fees and expenses of the
representative in connection with this offering, which includes the fees and expenses of the underwriter�s counsel.
See �Underwriting� for more information.

We have granted the underwriters an option for a period of 30 days after the date of this prospectus supplement to
purchase up to an additional 5,357,250 shares and/or warrants to purchase up to an additional 4,017,938 shares, at the
public offering price, less the underwriting discount and commissions, set forth above, solely to cover over-allotments,
if any. The over-allotment option may be used to purchase shares of common stock, warrants, or any combination
thereof, as determined by the representative of the underwriters. The shares and/or warrants issuable upon exercise of
the over-allotment option are identical to those offered by this prospectus. If the underwriters exercise this option in
full, the total underwriting discounts and commissions payable by us will be $1,725,034.50, and the total proceeds to
us, before expenses, will be $27,025,540.50. We estimate the total expenses of this offering, excluding underwriting
commissions and discounts, to be approximately $250,000.

The underwriters are offering the shares and warrants as set forth under the heading ��Underwriting�� beginning on page
S-10. The underwriters expect to deliver the shares and warrants against payment on or about April 29, 2015.

Sole Book-Running Manager

Maxim Group LLC

Co-Manager

Chardan Capital Markets, LLC

The date of this prospectus supplement is April 24, 2015.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is this prospectus supplement, which describes the specific terms of
this offering. The second part, the accompanying prospectus, gives more general information, some of which may not
apply to this offering. Generally, when we refer only to the �prospectus,� we are referring to both parts combined. This
prospectus supplement may add to, update or change information in the accompanying prospectus and the documents
incorporated by reference into this prospectus supplement or the accompanying prospectus.

If information in this prospectus supplement is inconsistent with the accompanying prospectus, you should rely on this
prospectus supplement. This prospectus supplement, the accompanying prospectus, any related free writing prospectus
and the documents incorporated into each by reference include important information about us, the shares and
warrants being offered and other information you should know before investing in our securities.

You should rely only on this prospectus supplement, the accompanying prospectus, any free writing prospectus and
the information incorporated or deemed to be incorporated by reference in this prospectus supplement and the
accompanying prospectus. We have not, and the underwriters have not, authorized anyone to provide you with
information that is in addition to, or different from, that contained or incorporated by reference in this prospectus
supplement, the accompanying prospectus or any free writing prospectus. If anyone provides you with different or
inconsistent information, you should not rely on it. We are not, and the underwriters are not, offering to sell these
securities in any jurisdiction where the offer or sale is not permitted. You should not assume that the information
contained or incorporated by reference in this prospectus supplement, the accompanying prospectus or any free
writing prospectus is accurate as of any date other than the respective dates that are specified in those documents. Our
business, financial condition, liquidity, results of operations, and prospects may have changed since those dates.

All references in this prospectus to �StemCells,� the �Company,� �we,� �us,� or �our� mean StemCells, Inc., including our
directly and indirectly wholly-owned subsidiaries, unless we state otherwise or the context otherwise requires.

ii
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PROSPECTUS SUMMARY

The following is a summary of selected information contained elsewhere or incorporated by reference in this
prospectus. It does not contain all of the information that you should consider before buying our securities. You
should read this entire prospectus carefully, especially the section entitled �Risk Factors� and the consolidated
financial statements and the notes to the consolidated financial statements incorporated by reference.

The Company

Business Overview

We are engaged in researching, developing, and commercializing cell-based therapeutics. Our research and
development (R&D) programs are primarily focused on identifying and developing potential cell-based therapeutics
which can either restore or support organ function. In particular, since we relocated our operations to California in
1999, our R&D efforts have been directed at refining our methods for identifying, isolating, culturing, and purifying
the human neural stem cell and developing this cell as potential cell-based therapeutics for the central nervous system.
Our HuCNS-SC® cells (purified human neural stem cells) are currently in clinical development for two indications �
chronic spinal cord injury and dry age-related macular degeneration (AMD).

We completed our Phase I/II clinical trial for the treatment of chronic spinal cord injury, which represents the first
time that neural stem cells have been transplanted as a potential therapeutic agent for spinal cord injury. To accelerate
patient enrollment, we expanded this trial from a single-site, single-country study to a multi-site, multi-country
program. Under this trial, a total of twelve patients were enrolled and transplanted with our HuCNS-SC cells and we
have reported interim results on all 12 subjects. Post-transplant gains in sensory function below the level of injury
were demonstrated in half of the subjects in this study. Two subjects converted from a complete injury (AIS A) to an
incomplete injury (AIS B). The interim results also continue to confirm the favorable safety profile of the cells and the
surgical procedure. In October 2014, we initiated a Phase II proof of concept clinical trial to further investigate our
HuCNS-SC cells as a treatment for spinal cord injury. Our Phase II study is the first clinical trial designed to evaluate
both the safety and efficacy of transplanting human neural stem cells into patients with cervical spinal cord injury.
Traumatic injuries to the cervical (neck) region of the spinal cord, also known as tetraplegia or quadriplegia, impair
sensation and motor function of the hands, arms, legs, and trunk. The Phase II trial will be conducted as a randomized,
controlled, single-blind study and efficacy will be primarily measured by assessing motor function according to the
International Standards for Neurological Classification of Spinal Cord Injury. The primary efficacy outcome will
focus on change in upper extremity strength as measured in the hands, arms, and shoulders. The trial will follow the
participants for one year and will enroll up to 52 subjects. We transplanted our first subject in this Phase II trial in
December 2014 and completed transplanting the six patients comprising the first cohort of this trial in April 2015.

We have also conducted a Phase I/II clinical trial of HuCNS-SC cells in dry AMD at five trial sites in the United
States, and in June 2014, based on positive interim results, we closed enrollment for this trial in order to focus our
efforts on initiating a follow-on Phase II randomized, controlled proof-of-concept study in 2015. Interim results for
the AMD Phase I/II trial based on twelve months of data showed for all four subjects of cohort one a 70 percent
reduction in the rate of geographic atrophy (GA) as compared to the control eye and a 65 percent reduction in the rate
of GA as compared to the expected natural history of the disease following a single dose of our proprietary
HuCNS-SC cells. In addition, interim results also indicate either stable or improved visual acuity and contrast
sensitivity (the ability to distinguish shades of light versus dark) at 6 and 12 months post-transplant.

We previously completed a Phase I clinical trial in infantile and late infantile neuronal ceroid lipofuscinosis (NCL),
which showed that our HuCNS-SC cells were well tolerated and non-tumorigenic, and that there was evidence of
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engraftment and long-term survival of the transplanted HuCNS-SC cells. In October 2013, the results of a four-year,
long-term follow up study of the patients from the initial Phase I study showed there were no long-term safety or
tolerability issues associated with the cells up to five years post-transplantation.

In October 2012, we published in Science Translational Medicine, a peer-reviewed journal, the data from our
four-patient Phase I clinical trial in Pelizeaus Merzbacher disease, which showed preliminary evidence of durable and
progressive donor-derived myelination in all four patients. In addition, there were measurable gains in neurological
function in three of the four patients, with the fourth patient clinically stable.

S-1
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We have not derived any revenue or cash flows from the sale or commercialization of any products except for license
revenue for certain of our patented technologies and sales of products for use in stem cell research. As a result, we
have incurred annual operating losses since inception and expect to incur substantial operating losses in the future.
Therefore, we are dependent upon external financing, such as from equity and debt offerings, to finance our
operations. Before we can derive revenue or cash inflows from the commercialization of any of our therapeutic
product candidates, we will need to: (i) conduct substantial in vitro testing and characterization of our proprietary cell
types, (ii) undertake preclinical and clinical testing for specific disease indications; (iii) develop, validate and scale-up
manufacturing processes to produce these cell-based therapeutics, and (iv) obtain required regulatory approvals. These
steps are risky, expensive and time consuming.

Our Corporate Information

We are incorporated in Delaware. Our principal executive offices are located at 7707 Gateway Blvd., Suite 140,
Newark, California 94560 and our telephone number is (510) 456-4000. Our website is located at
www.stemcellsinc.com. We have not incorporated by reference into this prospectus supplement or the accompanying
prospectus the information in, or that can be accessed through, our website, and you should not consider it to be a part
of this prospectus supplement or the accompanying prospectus.

S-2

Edgar Filing: STEMCELLS INC - Form 424B5

Table of Contents 7



Table of Contents

RISK FACTORS

You should consider the �Risk Factors� included and incorporated by reference in the prospectus, this prospectus
supplement and any other applicable prospectus supplement, including the risk factors incorporated by reference
from our most recent Annual Report on Form 10-K for the fiscal year ended December 31, 2014, filed with the
Securities Exchange Commission (SEC) on March 13, 2015 and our other filings with the SEC pursuant to Sections
13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), filed after such
annual report. The risks and uncertainties we describe are not the only ones facing us. Additional risks not presently
known to us, or that we currently deem immaterial, may also impair our business operations. If any of these risks were
to occur, our business, financial condition, or results of operations would likely suffer. In that event, the trading price
of our common stock could decline, and you could lose all or part of your investment.

Risks Related to This Offering

Management will have broad discretion with respect to the use of the proceeds from this offering.

Although we have highlighted the intended use of proceeds for this offering, our management will have broad
discretion as to the application of the net proceeds from this offering and could use them for purposes other than those
contemplated at the time of the offering. Our stockholders may not agree with the manner in which our management
chooses to allocate and spend the net proceeds. It is possible that our management may use the net proceeds for
corporate purposes that may not improve our financial condition or market value.

You will experience immediate and substantial dilution.

The offering price per share in this offering will exceed the net tangible book value per share of our common stock
outstanding prior to this offering. After giving effect to the sale by us of up to $25,000,500.00 of securities offered in
this offering, and after deducting commissions and estimated offering expenses payable by us, you will experience
immediate dilution of $0.41 per share, representing the difference between our as adjusted net tangible book value per
share as of December 31, 2014 after giving effect to this offering and the assumed offering price, and assuming no
exercise of the warrants. The exercise of outstanding stock options and warrants will result in further dilution of your
investment. See the section entitled �Dilution� below for a more detailed illustration of the dilution you would incur if
you participate in this offering.

You may experience future dilution as a result of future equity offerings.

In order to raise additional capital, we may in the future offer additional shares of our common stock or other
securities convertible into or exchangeable for our common stock at prices that may not be the same as the price per
share in this offering. We may sell shares or other securities in any future offering at a price per share that is lower
than the price per share paid by investors in this offering, which would result in those newly issued shares being
dilutive. In addition, investors purchasing shares or other securities in the future could have rights superior to existing
stockholders, which could impair the value of your shares. The price per share at which we sell additional shares of
our common stock, or securities convertible or exchangeable into common stock, in future transactions may be higher
or lower than the price per share paid by investors in this offering.

Price adjustment provisions in certain of our outstanding warrants may make it more difficult and expensive for us
to raise additional capital in the future and may result in further dilution to investors in this offering.
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As of December 31, 2014, we had outstanding Series A warrants to purchase a total of 6,936,880 shares of common
stock at an exercise price of $1.40 per share (the �Series A Warrants�). The Series A Warrants contain �full ratchet�
anti-dilution provisions that would result in an adjustment to the exercise price of the Series A Warrants if we issue or
are deemed to issue additional shares of our common stock at an effective per share price below $1.40, subject to
certain exceptions. Because these price adjustment provisions would have the effect of lowering the price at which
shares of our common stock are issued upon exercise of the Series A Warrants, if we are unable to raise additional
capital at an effective price per share that is higher than $1.40, these provisions may make it more difficult and more
expensive to raise capital in the future. In addition, a reduction in the exercise price of our warrants may result in
additional dilution if the Series A Warrants are exercised following a reduction of the exercise price.

S-3
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THE OFFERING

Common stock we are offering 37,715,000 shares (excluding shares issuable upon exercise of the
warrants offered hereby)

Warrants we are offering Warrants to purchase 26,786,250 shares of common stock. Each warrant
will have an exercise price of $0.85 per share, will be immediately
exercisable upon issuance and will expire five years from the issuance
date. This prospectus supplement also relates to the offering of the shares
of common stock issuable upon exercise of the warrants.

Common stock to be outstanding after this
offering

104,444,774 shares (or 109,802,024 shares if the underwriters exercise
their option to purchase additional shares in full)

Underwriters� option We have granted the underwriters an option for a period of 30 days from
the date of this prospectus supplement to purchase up to 5,357,250
additional shares and/or warrants to purchase up to 4,017,938 additional
shares to cover over-allotments.

Use of proceeds We intend to use the net proceeds of this offering for general corporate
purposes, including working capital, capital expenditures and research
and development, as well as acquisitions and other strategic purposes.
See �Use of Proceeds.�

NASDAQ Capital Market symbol STEM
The number of shares of common stock shown above to be outstanding after this offering is based on the 68,729,774
shares outstanding as of December 31, 2014 and excludes:

� 302,729 shares of our common stock subject to options outstanding as of December 31, 2014 having a
weighted average exercise price of $18.18 per share;

� 3,374,940 shares of our common stock subject to outstanding restricted stock units as of December 31, 2014;

� 9,683,022 shares of our common stock that have been reserved for issuance in connection with future grants
under our stock option plans as of December 31, 2014;
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� 23,478,181 shares of our common stock that have been reserved for issuance upon exercise of outstanding
warrants as of December 31, 2014 having a weighted average exercise price of $2.06 per share (not
including any adjustment to the exercise price as a result of the shares to be sold in this offering; and

� 26,786,250 shares of common stock issuable upon the exercise of warrants offered hereby.
Unless otherwise stated, all information in this prospectus supplement assumes no exercise by the underwriters of
their option to purchase additional shares and/or warrants to cover over-allotments.

S-4
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated in this prospectus
supplement contain forward looking statements that involve substantial risks and uncertainties. Such statements
include, without limitation, all statements as to expectation or belief and statements as to our future results of
operations; the progress of our research, product development and clinical programs; the need for, and timing of,
additional capital and capital expenditures; partnering prospects; costs of manufacture of products; the protection of,
and the need for, additional intellectual property rights; effects of regulations; the need for additional facilities; and
potential market opportunities. Our actual results may vary materially from those contained in such forward-looking
statements because of risks to which we are subject, including the fact that additional trials will be required to confirm
the safety and demonstrate the efficacy of our HuCNS-SC cells for the treatment of any disease or disorder;
uncertainty as to whether the U.S. Food and Drug Administration or other regulatory authorities will permit us to
proceed with clinical testing of proposed products despite the novel and unproven nature of our technologies; the risk
that our clinical trials or studies could be substantially delayed beyond their expected dates or cause us to incur
substantial unanticipated costs; uncertainties in our ability to obtain the capital resources needed to continue our
current research and development operations and to conduct the research, preclinical development and clinical trials
necessary for regulatory approvals; the uncertainty regarding our ability to obtain a corporate partner or partners, if
needed, to support the development and commercialization of our potential cell-based therapeutics products; the
uncertainty regarding the outcome of our clinical trials or studies we may conduct in the future; the uncertainty
regarding the validity and enforceability of our issued patents; the risk that we may not be able to manufacture
additional master and working cell banks when needed; the uncertainty as to whether our preclinical studies will be
replicated in humans; the uncertainty whether any products that may be generated in our cell-based therapeutics
programs will prove clinically safe and effective; the uncertainty whether we will achieve significant revenue from
product sales or become profitable; obsolescence of our technologies; competition from third parties; intellectual
property rights of third parties; litigation risks; and other risks to which we are subject. All forward-looking statements
attributable to us or to persons acting on our behalf are expressly qualified in their entirety by the cautionary
statements and risk factors set forth in �Risk Factors� in our most recent Annual Report on Form 10-K, as updated by
our other filings with the SEC pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act filed after such
annual report or in additional prospectus supplements related to this offering.

S-5
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USE OF PROCEEDS

We estimate that the net proceeds from the sale of the securities offered in this offering will be approximately
$23.3 million after deducting underwriting discounts and commissions and estimated offering expenses payable by us,
and excluding the proceeds, if any, from the exercise of the warrants issued pursuant to this offering. If the
underwriters exercise their over-allotment option in full, we estimate that the net proceeds from this offering will be
approximately $26.8 million, excluding the proceeds, if any, from the exercise of any warrants issued in the
over-allotments option.

We intend to use the net proceeds of this offering for general corporate purposes, including working capital, capital
expenditures, research and development expenditures and clinical trial expenditures. A portion of the net proceeds
may also be used for the acquisition of businesses, products and technologies that are complementary to ours, or for
other strategic purposes. Pending use of the net proceeds, we intend to invest the net proceeds in short-term,
interest-bearing, investment-grade securities.

S-6
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DILUTION

If you invest in our common stock, you will experience dilution to the extent of the difference between the price per
share you pay in this offering and the net tangible book value per share of our common stock immediately after this
offering.

Our net tangible book value as of December 31, 2014 was approximately $5,490,577, or $0.08 per share of common
stock. Net tangible book value per share is equal to our total tangible assets minus total liabilities, all divided by the
number of shares of common stock outstanding as of December 31, 2014. After giving effect to the sale in this
offering of 35,715,000 shares, less the underwriting discounts and commissions and estimated offering expenses we
expect to pay, our pro forma net tangible book value as of December 31, 2014 would have been approximately $28.7
million, or approximately $0.28 per share. This represents an immediate increase in net tangible book value of
approximately $0.20 per share to existing stockholders and an immediate dilution of approximately $0.42 per share to
new investors. The following table illustrates this calculation on a per share basis:

Public offering price per share $ 0.6999999
Net tangible book value per share as of December 31, 2014 $ 0.08
Increase per share attributable to the offering $ 0.20

As adjusted net tangible book value per share after this
offering $ 0.28

Dilution per share to new investors $ 0.42

The number of shares of common stock shown above to be outstanding after this offering is based on the 68,729,774
shares outstanding as of December 31, 2014 and excludes:

� 302,729 shares of our common stock subject to options outstanding as of December 31, 2014 having a
weighted average exercise price of $18.18 per share;

� 3,374,940 shares of our common stock subject to outstanding restricted stock units as of December 31, 2014;

� 9,683,022 shares of our common stock that have been reserved for issuance in connection with future grants
under our stock option plans as of December 31, 2014;

� 23,478,181 shares of our common stock that have been reserved for issuance upon exercise of outstanding
warrants as of December 31, 2014 having a weighted average exercise price of $2.06 per share; and

� 26,786,250 shares of common stock issuable upon the exercise of warrants offered hereby.
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To the extent that any options or warrants are exercised, new options are issued under our equity incentive plans or we
otherwise issue additional shares of common stock in the future at a price less than the combined public offering price,
there will be further dilution to new investors.

If the underwriters exercise in full their option to purchase 5,357,250 additional shares at the public offering price of
$0.6999999 per share and warrants to purchase 4,017,938 additional shares at the public offering price of $0.0000001
per warrant, the pro forma as adjusted net tangible book value after this offering would be approximately $0.29 per
share, representing an increase in net tangible book value of approximately $0.21 per share to existing stockholders
and immediate dilution in net tangible book value of approximately $0.41 per share to investors purchasing our
common stock in this offering at the public offering price.

S-7
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DESCRIPTION OF SECURITIES

We are offering a maximum of 35,715,00 shares of our common stock and 26,786,250 warrants in this offering. This
prospectus supplement also relates to the offering of shares of our common stock issuable upon exercise, if any, of the
warrants.

Common Stock

The following summary of the terms of our common stock is subject to and qualified in its entirety by reference to our
charter and by-laws, copies of which are on file with the SEC as exhibits to previous SEC filings. Please refer to
�Where You Can Find More Information� below for directions on obtaining these documents.

We have authority to issue 225,000,000 shares of common stock. As of February 24, 2015 we had 69,288,450 shares
of common stock outstanding.

General

Holders of common stock are entitled to one vote per share on matters on which our stockholders vote. There are no
cumulative voting rights. Holders of common stock are entitled to receive dividends, if declared by our board of
directors, out of funds that we may legally use to pay dividends. If we liquidate or dissolve, holders of common stock
are entitled to share ratably in our assets once our debts and any liquidation preference owed to any then-outstanding
preferred stockholders are paid. Our certificate of incorporation does not provide the common stock with any
redemption, conversion or preemptive rights. All shares of common stock that are outstanding as of the date of this
prospectus and, upon issuance and sale, all shares we are offering by this prospectus, will be fully-paid and
nonassessable.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Computershare Trust Company, N.A.

NASDAQ Capital Market

Our common stock is listed for quotation on the NASDAQ Capital Market under the symbol �STEM.�

Warrants

The following is a brief summary of the material terms of the warrants and is subject in all respects to the provisions
contained in the warrants. The form of warrants will be filed with a Current Report on Form 8-K and reference is
made thereto for a complete description of the warrants.

Exercise Price. The exercise price per share of common stock purchasable upon exercise of the warrants is $0.85 per
share. If we, at any time while the warrants are outstanding, pay a stock dividend on our common stock or otherwise
make a distribution on any class of capital stock that is payable in shares of our common stock, subdivide outstanding
shares of our common stock into a larger number of shares or combine the outstanding shares of our common stock
into a smaller number of shares, then, the number, class and type of shares available under the warrants and the
exercise price will be correspondingly adjusted to give the holder of the warrants, on exercise for the same aggregate
exercise price, the total number, class, and type of shares or other property as the holder would have owned had the
warrants been exercised prior to the event and had the holder continued to hold such shares until the event requiring
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Exercisability. Holders may exercise the warrants beginning on the date of original issuance and at any time up to the
date that is five years after such date the warrants become exercisable.

Cashless Exercise. If, at any time during the warrant exercisability period, the fair market value of our common stock
exceeds the exercise price of the warrants and the issuance of shares of our common stock upon

S-8
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exercise of the warrants is not covered by an effective registration statement, we or the holder are permitted to effect a
cashless exercise of the warrants (in whole or in part) by having the holder surrendering the warrants to us, together
with delivery to us of a duly executed exercise notice, cancel a portion of the warrant in payment of the purchase price
payable in respect of the number of shares of our common stock purchased upon such exercise.

Transferability. The warrants may be transferred at the option of the warrant holder upon surrender of the warrants
with the appropriate instruments of transfer.

Exchange Listing. We do not plan on making an application to list the warrants on the NASDAQ Capital Market, any
national securities exchange or other nationally recognized trading system.

Rights as a Stockholder. Except as otherwise provided in the warrants or by virtue of such holder�s ownership of shares
of our common stock, the holders of the warrants do not have the rights or privileges of holders of our common stock,
including any voting rights, until they exercise their warrants.

Fundamental Transactions. In the event of any fundamental transaction, as described in the warrants and generally
including any merger with another entity, the sale, transfer or other disposition of all or substantially all of our assets
to another entity, or the acquisition by a person of more than 50% of our common stock, the holders of the warrants
will thereafter have the right to receive upon exercise of the warrants such shares of stock, securities or assets as
would have been issuable or payable with respect to or in exchange for a number of shares of our common stock equal
to the number of shares of our common stock issuable upon exercise of the warrants immediately prior to the
fundamental transaction, had the fundamental transaction not taken place, and appropriate provision will be made so
that the provisions of the warrants (including, for example, provisions relating to the adjustment of the exercise price)
will thereafter be applicable, as nearly equivalent as may be practicable in relation to any share of stock, securities or
assets deliverable upon the exercise of the warrants after the fundamental transaction.

Limits on Exercise of Warrants. Except upon at least 61 days� prior notice from the holder to us, the holder will not
have the right to exercise any portion of the warrant if the holder, together with its affiliates, would beneficially own
in excess of 4.99% of the number of shares of our common stock (including securities convertible into common stock)
outstanding immediately after the exercise.

S-9
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UNDERWRITING

We have entered into an underwriting agreement with Maxim Group LLC (�Maxim�), acting as sole book-running
manager and sole representative of the underwriters, with respect to the shares and warrants being offered. The
underwriting agreement provides for the purchase of a specific number of shares and warrants by each of the
underwriters. The obligations of the underwriter are subject to certain customary conditions. Subject to such
conditions, the underwriters are committed to purchase all of the shares and warrants offered hereby, other than the
shares and warrant covered by the over-allotment option described below.

Underwriter Number of Shares Number of Warrants
Maxim Group LLC 29,464,875 22,098,656
Chardan Capital Markets, LLC 6,250,125 4,687,594
Total: 35,715,000 26,786,250

The fixed combination of shares and warrants sold by the underwriters to the public will be offered at the public
offering price set forth on the cover of this prospectus and to certain dealers at that price less a concession not in
excess of $0.01925 per fixed combination.

We estimate that the total fees and expenses payable by us, excluding underwriting discounts and commissions, will
be approximately $250,000. This estimate includes up to $150,000 of out-of-pocket fees and expenses of the
representative in connection with this offering. The following table shows the underwriting fees to be paid to the
underwriters by us in connection with this offering assuming both no exercise and full exercise of the underwriters�
option to purchase additional shares and warrants:

Per Share and
Warrant

Total Without Exercise of
Over-Allotment Option

Total With Full Exercise of
Over-Allotment Option

Public Offering Price $ 0.700 $ 25,000,500.00 $ 28,750,575.00
Underwriting discount (6%) $ 0.042 $ 1,500,030.00 $ 1,725,034.50
Proceeds, before expenses,
to us $ 0.658 $ 23,500,470.00 $ 27,025,540.50

We have agreed to indemnify the underwriters against certain liabilities, including civil liabilities under the Securities
Act, or to contribute to payments that the underwriters may be required to make in respect of those liabilities.

We have granted to the underwriters an over-allotment option, exercisable for 30 days from the date of the
underwriting agreement to purchase up to (i) 5,357,250 shares of common stock at a price of $0.657999906 per share,
which price reflects underwriting discount, and/or (ii) 4,017,938 additional warrants at a price of $0.000000094 per
warrant, which price reflects the underwriting discount. The over-allotment option may be used to purchase shares of
common stock and/or warrants in any combination thereof, as determined by the representative. The representative
may exercise this option, in whole or in part, solely for the purpose of covering over-allotments, if any, made in
connection with the offering of the securities pursuant to this prospectus.

We and our subsidiaries have agreed to certain restrictions on the ability to sell additional shares of our common stock
for a period ending on the earlier of 90 days after the date that the underwriting agreement is signed or the date on
which our common stock has a closing price at or above $0.875 for three consecutive days, but in an event earlier then
30 days after the date of the underwriting agreement. Subject to certain exceptions, we and our subsidiaries have
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agreed not to directly or indirectly offer for sale, sell, contract to sell, grant any option for the sale of, or otherwise
issue or dispose of, any shares of common stock, or any securities of the Company or our subsidiaries which would
entitle the holder thereof to acquire at any time common stock, including, without limitation, any debt, preferred
stock, right, option, warrant or other instrument that is at any time convertible into or exercisable or exchangeable for,
or otherwise entitles the holder thereof to receive, common stock, without Maxim�s prior written consent.

Our officers and our directors have agreed, subject to limited exceptions, for a period of 30 days after the date of the
underwriting agreement, not to offer, sell, contract to sell, pledge, grant any option to purchase, make any short sale or
otherwise dispose of, directly or indirectly any shares of common stock or any securities convertible
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into or exchangeable for our common stock either owned as of the date of the underwriting agreement or thereafter
acquired at a per share price less than the public offering price of the shares without Maxim�s prior written consent.
Maxim may, in its sole discretion and at any time or from time to time before the termination of the lock-up period,
without notice, release all or any portion of the securities subject to the lock-up.

To facilitate the offering, the underwriters may engage in transactions that stabilize, maintain or otherwise affect the
price of our common stock during and after the offering. Specifically, the underwriters may over-allot or otherwise
create a short position in the common stock for their own account by selling more common stock than has been sold to
them by us. Short sales involve the sale by the underwriters of a greater number of shares of common stock than they
are required to purchase in this offering. �Naked� short sales are sales in excess of the number sold to them by us. The
underwriters must close out any naked short position by purchasing common stock in the open market. A naked short
position is more likely to be created if the underwriters are concerned that there may be downward pressure on the
price of the common stock in the open market after pricing that could adversely affect investors who purchase in this
offering.

In addition, the underwriters may stabilize or maintain the price of the common stock by bidding for or purchasing
common stock in the open market and may impose penalty bids. If penalty bids are imposed, selling concessions
allowed to syndicate members or other broker dealers participating in the offering are reclaimed if common stock
previously distributed in the offering is repurchased, whether in connection with stabilization transactions or
otherwise. The effect of these transactions may be to stabilize or maintain the market price of the common stock at a
level above that which might otherwise prevail in the open market. The imposition of a penalty bid may also affect the
price of the common stock to the extent that it discourages resales of the common stock. The magnitude or effect of
any stabilization or other transactions is uncertain. These transactions may be effected on the NASDAQ Capital
Market or otherwise and, if commenced, may be discontinued at any time.

From time to time in the ordinary course of their respective business, the underwriters and their affiliates may in the
future engage in commercial banking or investment banking transactions with us and our affiliates. We have no
present arrangements with the underwriters for any such transactions.

S-11
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly, and special reports, proxy statements, and other information with the SEC. These
documents are on file with the SEC under file number 000-19871. You may read and copy any document we file at
the SEC�s public reference room at 100 F Street, N.E., Washington, D.C., 20549. You can request copies of these
documents by contacting the SEC and paying a fee for the copying cost. Please call the SEC at 1-800-SEC-0330 for
further information on the public reference room. Our SEC filings are also available to the public from the SEC�s
website at www.sec.gov.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

This prospectus supplement and the accompanying prospectus are part of a registration statement on Form S-3 filed by
us with the SEC. This prospectus supplement and the accompanying prospectus do not contain all of the information
set forth in the registration statement, certain parts of which are omitted in accordance with the rules and regulations
of the SEC. Statements contained in this prospectus supplement, the accompanying prospectus or the documents
incorporated by reference into this prospectus supplement or the accompanying prospectus as to the contents of any
contract or other document referred to are not necessarily complete and in each instance reference is made to the copy
of that contract or other document filed with the SEC. For further information about us and the securities offered by
this prospectus supplement, we refer you to the registration statement and its exhibits and schedules which may be
obtained as described herein.

The SEC allows us to �incorporate by reference� the information contained in documents that we file with them, which
means that we can disclose important information to you by referring you to those documents. The information
incorporated by reference is considered to be part of this prospectus supplement and the accompanying prospectus,
and information in documents that we file later with the SEC will automatically update and supersede information in
this prospectus supplement and the accompanying prospectus. We incorporate by reference the documents listed
below into this prospectus supplement, and any future filings made by us with the SEC under Section 13(a), 13(c), 14
or 15(d) of the Exchange Act until the offering of all the securities by this prospectus supplement is completed; except
that, unless we indicate otherwise, we do not incorporate any information furnished under Item 2.02 or Item 7.01 of
any Current Report on Form 8-K. We hereby incorporate by reference the documents listed below:

� our Annual Report on Form 10-K for the fiscal year ended December 31, 2014, as amended;

� our Current Reports on Form 8-K filed on March 25, 2015 and April 17, 2015; and

� the description of our common stock contained in our registration statement on Form 8-A filed August 3,
1998, under the Exchange Act, including any amendment or report filed for the purpose of updating such
description.

We will provide each person to whom this prospectus supplement is delivered a copy of all of the information that has
been incorporated by reference in this prospectus supplement or the accompanying prospectus but not delivered with
this prospectus supplement and the accompanying prospectus. You may obtain copies of these filings, at no cost,
through the �Investor Relations� section of our website (www.stemcellsinc.com), and you may request copies of these
filings, at no cost, by writing or telephoning us at:
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StemCells, Inc.

7707 Gateway Blvd., Suite 140

Newark, CA 94560

Attention: Investor Relations

Phone: (510) 456-4000

E-mail: irpr@stemcellsinc.com

You should rely only on the information incorporated by reference or provided in this prospectus supplement, the
accompanying prospectus or any free writing prospectus required to be filed with the SEC. We have not, and the
underwriters have not, authorized anyone to provide you with different information. We are not, and the
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underwriters are not, making an offer of these securities in any jurisdiction where the offer is not permitted. You
should not assume that the information contained or incorporated by reference in this prospectus supplement, the
accompanying prospectus and any free writing prospectus is accurate as of any date other than the respective dates
that are specified in those documents. Our business, financial condition, results of operations and prospects may have
changed since those dates.

LEGAL MATTERS

Various legal matters with respect to the validity of the shares of common stock and warrants offered by this
prospectus supplement will be passed upon for us by Ropes & Gray LLP, Boston, Massachusetts. Certain legal
matters related to the offering will be passed upon for the underwriters by Ellenoff Grossman & Schole LLP, New
York, New York.

EXPERTS

The consolidated balance sheets of StemCells, Inc. as of December 31, 2014 and 2013 and the related consolidated
statements of operations and comprehensive loss, stockholders� equity and cash flows for each of the three years in the
period ended December 31, 2014, incorporated by reference in this prospectus, and the effectiveness of internal
control over financial reporting, have been audited by Grant Thornton LLP, independent registered public
accountants, as stated in their reports incorporated by reference herein. Such consolidated financial statements have
been so incorporated in reliance upon the reports of such firm given upon their authority as experts in accounting and
auditing.

S-13
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PROSPECTUS

$100,000,000

STEMCELLS, INC.

Common Stock

Preferred Stock

Warrants

Debt Securities

We may offer to the public, from time to time, in one or more series or issuances:

� shares of our common stock;

� shares of our preferred stock;

� warrants to purchase shares of our common stock, preferred stock and/or debt securities; or

� debt securities consisting of debentures, notes or other evidences of indebtedness.
This prospectus provides a general description of the securities we may offer. Each time we sell securities, we will
provide specific terms of the securities offered in a supplement to this prospectus. The prospectus supplement may
also add, update or change information contained in this prospectus. This prospectus may not be used to consummate
a sale of securities unless accompanied by the applicable prospectus supplement. You should read both this prospectus
and any prospectus supplement together with additional information described under the heading �Where You Can
Find More Information� before you make your investment decision.

We will sell these securities directly to our stockholders or to purchasers or through agents on our behalf or through
underwriters or dealers as designated from time to time. If any agents or underwriters are involved in the sale of any of
these securities, the applicable prospectus supplement will provide the names of the agents or underwriters and any
applicable fees, commissions or discounts.

Our common stock is traded on the Nasdaq Capital Market under the symbol �STEM.� On December 24, 2013, the
closing price of our common stock was $1.31.
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Investing in our securities involves certain risks. Please carefully consider �Risk Factors� on page 3 and other
information included and incorporated by reference in this prospectus, and in any applicable prospectus
supplement, for a discussion of the factors you should consider carefully before deciding to purchase our
securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the accuracy or adequacy of this prospectus. Any representation
to the contrary is a criminal offense.

The date of this prospectus is January 8, 2014
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This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission (the
�SEC�) utilizing a �shelf� registration process. Under this shelf process, we may sell different types of securities described
in this prospectus in one or more offerings. This prospectus provides you with a general description of the securities
we may offer. Each time we offer securities, we will provide a prospectus supplement and attach it to this prospectus.
The prospectus supplement will contain specific information about the nature of the persons offering securities and the
terms of the securities being offered at that time. The prospectus supplement may also add, update or change
information contained in this prospectus. You should read both this prospectus and any prospectus supplement,
including all documents incorporated herein by reference, together with additional information described under the
headings �Where You Can Find More Information� and �Incorporation of Certain Documents By Reference.�

This prospectus does not contain all of the information that is in the registration statement. We omitted certain parts of
the registration statement from this prospectus as permitted by the SEC. We refer you to the registration statement and
its exhibits for additional information about us and the securities that may be sold under this prospectus.

All references in this prospectus to �StemCells,� the �Company,� �we,� �us,� or �our� mean StemCells, Inc. and its subsidiaries
unless we state otherwise or the context otherwise requires.

You should rely only on the information contained or incorporated by reference in this prospectus. We have not
authorized anyone to provide you with different information. If anyone provides you with different or inconsistent
information, you should not rely on it. We are not making an offer to sell these securities in any jurisdiction where the
offer is not permitted. The information contained in this prospectus is accurate only as of the date of this prospectus,
regardless of the time of delivery of this prospectus or the time of any sale of our securities. Our business, financial
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PROSPECTUS SUMMARY

The following is a summary of selected information contained elsewhere or incorporated by reference in this
prospectus. It does not contain all of the information that you should consider before buying our securities. You
should read this entire prospectus carefully, especially the section entitled �Risk Factors� and the consolidated
financial statements and the notes to the consolidated financial statements incorporated by reference.

The Company

We are engaged in researching, developing, and commercializing cell-based therapeutics and enabling tools and
technologies for stem cell-based research and drug discovery and development. Our research and development (R&D)
programs are primarily focused on identifying and developing potential cell-based therapeutics which can either
restore or support organ function. In particular, since we relocated our corporate headquarters to California in 1999,
our R&D efforts have been directed at refining our methods for identifying, isolating, culturing, and purifying the
human neural stem cell and developing this cell as potential cell-based therapeutics for the central nervous system
(CNS). Our HuCNS-SC® cells (purified human neural stem cells) are currently in clinical development for several
indications � chronic spinal cord injury, dry age-related macular degeneration (AMD) and Pelizeaus-Merzbacher
disease (PMD), which is a myelination disorder in the brain. We are also conducting preclinical research to evaluate
HuCNS-SC cells in Alzheimer�s disease.

In October 2012, we published in Science Translational Medicine, a peer-reviewed journal, the data from our
four-patient Phase I clinical trial in PMD, which showed preliminary evidence of durable and progressive
donor-derived myelination in all four patients. In addition, there were measurable gains in neurological function in
three of the four patients, with the fourth patient clinically stable. We are conducting a Phase I/II clinical trial for the
treatment of chronic spinal cord injury, which represents the first time that neural stem cells have been transplanted as
a potential therapeutic agent for spinal cord injury. This trial is being conducted in Switzerland, Canada, and the
United States. Data from the first three patients demonstrated a favorable safety profile and multi-segment gains in
sensory function in two of the three patients 12 months after transplantation of HuCNS-SC cells compared to
pre-transplant baselines; the third patient remained stable. As of November 2013, a total of eight patients have been
dosed with our HuCNS-SC cells in this trial. We are also conducting a Phase I/II clinical trial in dry AMD at two trial
sites in the United States, and as of November 2013, have enrolled and dosed a total of seven patients with our
HuCNS-SC cells in this trial. We previously completed a Phase I clinical trial in infantile and late infantile neuronal
ceroid lipofuscinosis (NCL), which showed that our HuCNS-SC cells were well tolerated and non-tumorigenic, and
that there was evidence of engraftment and long-term survival of the transplanted HuCNS-SC cells. In October 2013,
the results of a four-year, long-term follow up study of the patients from the initial Phase I study showed there were
no long-term safety or tolerability issues associated with the cells up to five years post-transplantation.

In April 2013, we entered into an agreement with the California Institute for Regenerative Medicine (CIRM) under
which CIRM will provide up to approximately $19.3 million as a forgivable loan, in accordance with mutually agreed
upon terms and conditions and CIRM regulations. The CIRM loan will help fund preclinical development of our
HuCNS-SC cells for Alzheimer�s disease. In July 2013, we received an initial disbursement of $3.8 million under the
CIRM Loan Agreement. For a brief description of our significant therapeutic research and development programs see
Overview �Research and Development Programs� in the Business Section of Part I, Item 1 of our Form 10-K for the
year ended December 31, 2012.

We are also engaged in developing and commercializing applications of our technologies to enable research, which
we believe represent current and nearer-term commercial opportunities. Our portfolio of technologies includes cell
technologies relating to embryonic stem cells, induced pluripotent stem (iPS) cells, and tissue-derived (adult) stem
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cells; expertise and infrastructure for providing cell-based assays for drug discovery; a cell culture products and
antibody reagents business; and an intellectual property portfolio with claims relevant to cell processing,
reprogramming and manipulation, as well as to gene targeting and insertion. Many of these enabling technologies
were acquired in April 2009 as part of our acquisition of the operations of Stem Cell Sciences Plc (SCS).
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We have not derived any revenue or cash flows from the sale or commercialization of any products except for license
revenue for certain of our patented technologies and sales of products for use in stem cell research. As a result, we
have incurred annual operating losses since inception and expect to incur substantial operating losses in the future.
Therefore, we are dependent upon external financing, such as from equity and debt offerings, to finance our
operations. Before we can derive revenue or cash inflows from the commercialization of any of our therapeutic
product candidates, we will need to: (i) conduct substantial in vitro testing and characterization of our proprietary cell
types, (ii) undertake preclinical and clinical testing for specific disease indications; (iii) develop, validate and scale-up
manufacturing processes to produce these cell-based therapeutics, and (iv) obtain required regulatory approvals. These
steps are risky, expensive and time consuming.

Our Corporate Information

We are incorporated in Delaware. Our principal executive offices are located at 7707 Gateway Blvd., Suite 140,
Newark, California 94560 and our telephone number is (510) 456-4000. Our website is located at
www.stemcellsinc.com. We have not incorporated by reference into this prospectus supplement or the accompanying
prospectus the information in, or that can be accessed through, our website, and you should not consider it to be a part
of this prospectus supplement or the accompanying prospectus.

2
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RISK FACTORS

You should consider the �Risk Factors� included and incorporated by reference in this prospectus and any applicable
prospectus supplement, including the risk factors incorporated by reference from our most recent Annual Report on
Form 10-K, as updated by our Quarterly Reports on Form 10-Q and our other filings with the SEC pursuant to
Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�) filed
after such annual report. The risks and uncertainties we describe are not the only ones facing us. Additional risks not
presently known to us, or that we currently deem immaterial, may also impair our business operations. If any of these
risks were to occur, our business, financial condition, or results of operations would likely suffer. In that event, the
trading price of our common stock could decline, and you could lose all or part of your investment.

NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated in this prospectus by reference may contain �forward-looking
statements�. Except for strictly historical information contained herein, matters discussed in this report constitute
forward-looking statements. Generally, these statements may be identified by the use of forward-looking words or
phrases such as �anticipate,� �believe,� �could,� �estimate,� �expect,� �intend,� �look forward,� �may,� �planned,� �potential,� �should,� �will,�
and �would,� and similar terms. These forward-looking statements reflect our current expectations and are based upon
currently available data. The Private Securities Litigation Reform Act of 1995 provides a �safe harbor� for such
forward-looking statements. In order to comply with the terms of the safe harbor, we note that a variety of factors
could cause actual results and experience to differ materially from the anticipated results or other expectations
expressed in the forward-looking statements.

Such statements include, without limitation, all statements as to expectation or belief and statements as to our future
results of operations; the progress of our research, product development and clinical programs; the need for, and
timing of, additional capital and capital expenditures; partnering prospects; costs of manufacturing products; the
protection of, and the need for, additional intellectual property rights; effects of regulations; the need for additional
facilities; and potential market opportunities. Our actual results may vary materially from those contained in such
forward-looking statements because of risks to which we are subject, including the fact that additional trials will be
required to confirm the safety and demonstrate the efficacy of our HuCNS-SC cells for the treatment of any disease or
disorder; uncertainty as to whether the U.S. Food and Drug Administration (FDA), Swissmedic, or other regulatory
authorities will permit us to continue with clinical testing of proposed products despite the novel and unproven nature
of our technologies; the risk that our clinical trials or studies could be substantially delayed beyond their expected
dates or cause us to incur substantial unanticipated costs; uncertainties in our ability to obtain the capital resources
needed to continue our current research and development operations and to conduct the research, preclinical
development and clinical trials necessary for regulatory approvals; the uncertainty regarding our ability to obtain a
corporate partner or partners, if needed, to support the development and commercialization of our potential cell-based
therapeutics products; the uncertainty regarding the outcome of our clinical trials or studies we may conduct in the
future; the uncertainty regarding the validity and enforceability of our issued patents; the risk that we may not be able
to manufacture additional master and working cell banks when needed; tndebtedness incurred for the payment of all or
any part of the purchase price of any fixed asset, (ii) any Indebtedness incurred for the sole purpose of financing or
refinancing all or any part of the purchase price of any fixed asset, and (iii) any renewals, extensions or refinancings
thereof (but not any increases in the principal amounts thereof outstanding at that time). "Purchase Money Lien" shall
mean any Lien upon any fixed assets which secures the Purchase Money Indebtedness related thereto but only if such
Lien shall at all times be confined solely to the asset the purchase price of which was financed or refinanced through
the incurrence of the Purchase Money Indebtedness secured by such Lien and only if such Lien secures only such
Purchase Money Indebtedness. "Real Property" shall have the meaning assigned to it in Section 3.15. "Release" shall
mean, as to any Person, any release, spill, emission, leaking, pumping, injection, deposit, disposal, discharge,
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dispersal, dumping, leaching or migration of Hazardous Materials in the indoor or outdoor environment by such
Person, including the movement of Hazardous Materials through or in the air, soil, surface water, ground water or
property. "Requirement of Law" shall mean as to any Person, the Certificate or Articles of Incorporation and By-Laws
or other organizational or governing documents of such Person, and any law, treaty, rule or regulation or
determination of an arbitrator or a court or other Governmental Authority, in each case binding upon such Person or
any of its property or to which such Person or any of its property is subject. "Restricted Payment" shall mean: (i) the
declaration or payment of any cash dividend or the incurrence of any liability to make any other payment or
distribution of cash or other property or assets on or in respect of Borrower's or any other Credit Party's Stock; (ii) any
payment or distribution made in respect of any subordinated Indebtedness of Borrower or any other Credit Party in
violation of any subordination or other agreement made in favor of Lender; (iii) any payment on account of the
purchase, redemption, defeasance or other retirement of Borrower's or any other Credit Party's Stock or Indebtedness
or any other payment or distribution made in respect of any thereof, either directly or indirectly; other than (a) that
arising under this Agreement or (b) interest and principal, when due without acceleration or modification of the
amortization as in effect on the Closing Date, under Indebtedness (not including subordinated Indebtedness, payments
of which shall be permitted only in accordance with the terms of the relevant subordination agreement made in favor
of Lender) described in Disclosure Schedule (5(b)) or otherwise permitted under Section 5(b)(vi); or (iv) any payment,
loan, contribution, or other transfer of funds or other property to any Stockholder of such Person which is not
expressly and specifically permitted in this Agreement; provided, that (x) no payment to Lender, and (y) no loan to
employees permitted by Section 5(c) shall constitute a Restricted Payment. 25 29 "Revolving Credit Advance" shall
have the meaning assigned to it in Section 1.1(a). "Revolving Credit Loan" shall mean at any time the aggregate
amount of Revolving Credit Advances then outstanding. "Revolving Credit Note" shall mean the promissory note of
Borrower dated the Closing Date, substantially in the form of Exhibit F. "Revolving Credit Rate" shall have the
meaning assigned to it in Section 1.5(a). "Stated Expiry Date" shall mean July , 2003; provided that the Stated Expiry
Date shall automatically be extended for consecutive one (1) year periods thereafter, unless, in each case, prior to the
then current Stated Expiry Date (a) Borrower provides written notice to Lender not less than thirty (30) days prior to
the then current Stated Expiry Date that Borrower has elected not to extend the then current Stated Expiry Date, or (b)
Lender provides written notice to Borrower not less than thirty (30) days prior to the then current Stated Expiry Date
that Lender has elected not to extend the then current Stated Expiry Date. The foregoing notwithstanding, the Stated
Expiry Date shall not be extended if, as of the then current Stated Expiry Date, a Default shall have occurred and is
continuing. Nothing contained herein shall be deemed to be a commitment by Lender to extend the Stated Expiry Date
at any time in effect. "Stock" shall mean all certificated and uncertificated shares, options, warrants, membership
interests, general or limited partnership interests, participation or other equivalents (regardless of how designated) of
or in a corporation, partnership, limited liability company or equivalent entity whether voting or nonvoting, including
common stock, preferred stock, or any other "equity security" (as such term is defined in Rule 3a11-1 of the General
Rules and Regulations promulgated by the Securities and Exchange Commission under the Securities Exchange Act
of 1934). "Stockholder" shall mean each holder of Stock of Borrower or any other Credit Party. "Subsidiary" shall
mean, with respect to any Person, (i) any corporation of which an aggregate of more than 50% of the outstanding
Stock having ordinary voting power to elect a majority of the board of directors of such corporation (irrespective of
whether, at the time, Stock of any other class or classes of such corporation shall have or might have voting power by
reason of the happening of any contingency) is at the time, directly or indirectly, owned legally or beneficially by such
Person and/or one or more Subsidiaries of such Person, or with respect to which any such Person has the right to vote
or designate the vote of 50% or more of such Stock whether by proxy, agreement, operation of law or otherwise, and
(ii) any partnership or limited liability company in which such Person or one or more Subsidiaries of such Person has
an equity interest (whether in the form of voting or participation in profits or capital contribution) of more than 50%
or of which any such Person is a general partner or manager or may exercise the powers of a general partner or
manager. "Taxes" shall mean taxes, levies, imposts, deductions, Charges or withholdings, and all liabilities with
respect thereto, excluding taxes imposed on or measured by the net income of Lender. "Termination Date" shall mean
the date on which all Obligations under this Agreement are indefeasibly paid in full, in cash, and Borrower shall have
no further right to borrow any moneys or obtain other credit extensions or financial accommodations under this
Agreement. "ULLICO" shall mean Union Labor Life Insurance Company. "Withdrawal Liability" shall mean liability
to a Multiemployer Plan as a result of a complete or partial withdrawal from such Multiemployer Plan, as such terms
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are defined in Part I of Subtitle E of Title IV of ERISA. Any accounting term used in this Agreement or the other
Loan Documents shall have, unless otherwise specifically provided therein, the meaning customarily given such term
in accordance with GAAP, and all financial computations thereunder shall be computed, unless otherwise specifically
provided therein, in accordance with GAAP consistently applied; provided, that all financial covenants and
calculations in the Loan Documents shall be made in accordance with GAAP as in effect on the Closing Date unless
Borrower and Lender shall otherwise specifically agree in writing. That certain items or computations are explicitly
modified by the phrase "in accordance with GAAP" shall in no way be construed to limit the foregoing. All other
undefined terms contained in this Agreement or the other Loan Documents shall, unless the context indicates
otherwise, have the meanings provided for by the Code. The words "herein," "hereof" and "hereunder" or other words
of similar import refer to this Agreement as a whole, including the exhibits and schedules thereto, as the same may
from time to time be amended, modified or supplemented, and not to any particular section, subsection or clause
contained in this Agreement. For purposes of this Agreement and the other Loan Documents, the following additional
rules of construction shall apply, unless specifically indicated to the contrary: (a) wherever from the context it appears
appropriate, each term stated in either the singular or plural shall include the singular and the plural,; (b) the term "or"
is not exclusive; (c) the term "including" (or any form thereof) shall not be limiting or exclusive; (d) all references to
statutes and related regulations shall include any amendments of same and any successor statutes and regulations; and
(e) all references to any instruments or agreements, including references to any of the Loan Documents, shall include
any and all modifications or amendments thereto and any and all extensions or renewals thereof. 26 30 Schedule B
LENDER'S AND BORROWER'S ADDRESS FOR NOTICES Lender's Address Name: GE Capital Commercial
Services, Inc. Address: 101 South Main Street High Point, NC 27261-2730 Attn: LENDINGTREE, INC. Account
Manager Telephone: 336-889-2929 Facsimile: 336-889-6261 Borrower's Address Name: LENDINGTREE, INC.
Address : 11115 Rushmore Drive Charlotte, NC 28277 Attn: Robert J. Flemma Keith Hall Matt Packey Telephone:
704-944-8580 Facsimile: 704-541-1824 With a copy to: Name: Kennedy Covington Lobdell & Hickman, L.L.P.
Address: Bank of America Corporate Center 100 North Tryon Street, 42nd floor Charlotte, NC 28202-4006 Attn:
Sean M. Jones Telephone: 704-331-7400 Facsimile: 704-331-7598 27 31 SCHEDULE D - CASH MANAGEMENT
Borrower agrees to establish, and to maintain, until the Termination Date, the cash management system described
below: 1. No Corporate Credit Party: (i) shall (nor shall it permit any of its Subsidiaries to) open or maintain any
deposit, checking, operating or other bank account, or similar money handling account, with any bank or other
financial institution except for those accounts identified in Attachment I hereto (to include a petty cash account not to
exceed $5,000 during any Fiscal Month, and a payroll account not to exceed an amount equal to one regular payroll at
any time); and (ii) shall close or permit to be closed any of the accounts listed in Attachment I hereto, in each case
without Lender's prior written consent, and then only after such Credit Party has implemented agreements with such
bank or financial institution and Lender reasonably acceptable to Lender. 2. Commencing on the Closing Date and
until the Termination Date, each Corporate Credit Party shall cause to be deposited directly all cash, checks, notes,
drafts or other similar items relating to or constituting proceeds of or payments made in respect of any and all
Collateral into the lockbox of Lender at Bank of America, in the name of Lender, at P.O. Box 402325, Atlanta, GA
30384-2325 or at such other lockbox designated from time to time by Lender (collectively, the "Lock Box Accounts").
3. Lender shall cause each bank at which the Lock Box Accounts are held to sweep on a daily basis all amounts in the
Lock Box Account to the Collection Account. 4. On the Closing Date, (a) the lock box arrangements shall
immediately become operative at the banks at which the Lock Box Accounts are maintained, and (b) amounts
outstanding under the Revolving Credit Loan (for purposes of the Borrowing Availability) shall be reduced through
daily sweeps, by wire transfer, of the Lock Box Accounts into the Collection Account. Borrower acknowledges that it
shall have no right to gain access to any of the moneys in the Lock Box Accounts until after the Termination Date;
provided, however, that, on a daily basis, if the balance of funds in the Collection Account exceeds the sum of all
Obligations outstanding at such date, Lender shall cause such excess credit balance to be wire transferred to the
account of Borrower designated in Attachment I hereto together with interest on such excess credit balance at a rate
equal to three percent below the Index Rate. 5. Borrower may maintain, in its name, accounts (the "Disbursement
Accounts") at a bank or banks reasonably acceptable to Lender into which Lender shall, from time to time, deposit
proceeds of Revolving Credit Advances made pursuant to Section 1.1 for use solely in accordance with the provisions
of Section 1.3. All of the Disbursement Accounts as of the Closing Date are listed in paragraph 2 of Attachment I
hereto. 6. Upon the reasonable request of Lender, each Corporate Credit Party shall forward to Lender, on a daily
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basis, evidence of the deposit of all items of payment received by such Credit Party into the Lock Box Accounts and
copies of all such checks and other items, together with a statement showing the application of those items relating to
payments on Accounts to outstanding Accounts and a collection report with regard thereto in form and substance
satisfactory to Lender. 28 32 ATTACHMENT I TO SCHEDULE D LIST OF BANK ACCOUNTS 1. Disbursement
Accounts. 2. Petty Cash Account (not to exceed $5,000). 3. Payroll Account (not to exceed one regular payroll). 29 33
SCHEDULE E - FEES 1. SERVICING FEES: For its services rendered under this Agreement, Borrower shall pay
Lender a servicing fee (the "Servicing Fee") equal to: (i) eleven and one-half basis points (0.115%) on the gross
amount of those Eligible Accounts arising from the Closing Date through the Commitment Termination Date whose
stated terms do not exceed net 30 days, and (ii) sixty-one and on-half basis points (0.615%) on the gross amount of
such Eligible Accounts whose stated terms exceed net 30 days. The minimum Servicing Fee payable by Borrower
under this Agreement for each calendar month or part thereof, commencing with the month following the month in
which the Closing Date shall occur, shall be Five Thousand Dollars ($5,000). The Servicing Fee shall be payable
monthly in arrears on the last day of each calendar month and on the Termination Date. 2. CLOSING FEE: A
non-refundable closing fee of $20,000, payable and fully earned at closing (the "Closing Fee"). 3. PREPAYMENT
FEE: For the Revolving Credit Loan, an amount equal to the Maximum Amount multiplied by: 2% if Lender's
obligation to make further Revolving Credit Advances is terminated voluntarily by Borrower, upon Default or
otherwise, on or after the Closing Date and on or before the first anniversary of the Closing Date, payable on the
Commitment Termination Date; 1% if Lender's obligation to make further Revolving Credit Advances is terminated
voluntarily by Borrower upon Default, or otherwise, after the first anniversary of the Closing Date and on or before
the Stated Expiry Date then in effect, payable on the Commitment Termination Date. Borrower acknowledges and
agrees that (i) it would be difficult or impractical to calculate Lender's actual damages from early termination of
Borrower's right to borrow any moneys or obtain other credit extensions or financial accommodations from Lender
under this Agreement pursuant to Section 1.2(c) or Section 7.2, (ii) the Prepayment Fees provided above are intended
to be fair and reasonable approximations of such damages, and (iii) the Prepayment Fees are not intended to be
penalties. Borrower and Lender agree that the foregoing penalties shall not be applicable to partial prepayments 4.
AUDIT FEES: Borrower will reimburse Lender at the rate of $600 per person per day, plus out of pocket expenses,
for the audit reviews, field examinations and collateral examinations conducted by Lender. 30 34 Schedule F
SCHEDULE OF DOCUMENTS The obligation of Lender to make the initial Revolving Credit Advances and
extended other credit is subject to satisfaction of the condition precedent that Lender shall have received the
following, each, unless otherwise specified below or the context otherwise requires, dated the Closing Date, in form
and substance satisfactory to Lender and its counsel: PRINCIPAL LOAN DOCUMENTS 1. Agreement. The Loan
and Security Agreement duly executed by Borrower. 2. Note. Duly executed Note to the order of Lender evidencing
the Loans. 3. Notice of Revolving Credit Advance. An original Notice of Revolving Credit Advance duly executed by
a responsible officer of Borrower. COLLATERAL DOCUMENTS. 1. Acknowledgment Copies of Financing
Statements. Acknowledgment copies of proper Financing Statements (Form UCC-l) (the "Financing Statements") duly
filed under the Code in all jurisdictions as may be necessary or, in the opinion of Lender, desirable to perfect Lender's
Lien on the Collateral. 2. UCC Searches. Certified copies of UCC Searches, or other evidence satisfactory to Lender,
listing all effective financing statements which name Borrower(s) (under present name, any previous name or any
trade or doing business name) as debtor and covering all jurisdictions referred to in paragraph (1) immediately above,
together with copies of such other financing statements. 3. Other Recordings and Filings. Evidence of the completion
of all other recordings and filings (including UCC-3 termination statements and other Lien release documentation) as
may be necessary or, in the opinion of and at the request of Lender, desirable to perfect Lender's Lien on the Collateral
and ensure such Collateral is free and clear of other Liens.. 4. Power of Attorney. Powers of Attorney duly executed
by each Credit Party executing the Agreement. THIRD PARTY AGREEMENTS. 1. Landlord and Mortgagee
Consents. Unless otherwise agreed to in writing by Lender, duly executed landlord and mortgagee waivers and
consents from the landlords and mortgagees of all of Borrower's leased or owned locations where Collateral is held, in
each case, in form and substance satisfactory to Lender. 2. Cash Management System. Duly executed Lock Box
Account Agreements and, if required by Lender, pledged account agreements in respect of the Disbursement Accounts
as contemplated by Schedule D. 3. Nonoffset and Consent Agreement. Nonoffset and Consent Agreement executed by
Federal Home Loan Mortgage Corporation. OTHER DOCUMENTS. 1. Secretary Certificate. A Secretary Certificate
in the form of Exhibit H to the Agreement duly completed and executed by the Secretary of each Credit Party
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executing the Agreement, together with all attachments thereto. 2. Financial Statements and Projections. Copies of the
Financial Statements and Projections, which Projections shall include a capital expenditures budget for Borrower in
form and substance satisfactory to Lender. 3. Insurance Policies. Certified copies of insurance policies described in
Section 3.16, together with evidence showing loss payable or additional insured clauses or endorsements in favor of
Lender. 4. Existing Lease Agreements. Copies of any existing real property leases and equipment leases to which
Borrower is a party and any other document or instrument evidencing or relating to existing Indebtedness of
Borrower, together with all certificates, opinions, instruments, security documents and other documents relating
thereto, all of which shall be satisfactory in form and substance to Lender, certified by an authorized officer of
Borrower as true, correct and complete copies thereof. 31 35 Schedule G ACCOUNTS MANAGEMENT SERVICES
Lender shall render the following Account management services to Borrower: 1. Borrower shall electronically
transmit to Lender an itemization of its daily sales by invoice number, invoice amount, name (and address if not
previously given to Lender), and due date, as and when such sales arise in the ordinary course of business. 2. Lender,
based upon Borrower's daily sales journal reports, shall ledger such sales on its books and records. 3. As and when
collections of Accounts are received in the Lockbox and applied to the Obligations in accordance with the provisions
of the Agreement, Lender shall make applications of collections from Account Debtors to the respective invoices
owing by such Account Debtors. 4. Promptly after the beginning of each month, in addition to the monthly statement
supplied by Lender to Borrower pursuant to Section 1.10 hereof, Lender shall furnish Borrower with a monthly aging
of its Accounts as of the end of the last month, based upon the daily sales reports previously furnished by Borrower to
Lender and the daily collections received by Lender in the Lockbox and applied to the Obligations. 32 36 Schedule H
FINANCIAL COVENANTS As used in this Agreement (including this Schedule H covenant), the following terms
shall have the following meanings: "EBITDA" shall mean, for any period, Borrower's operating income (loss),
excluding non-cash charges for compensation attributable to options, warrants and other equity instruments,
depreciation, amortization and one-time non-operating charges, if any, as determined by Borrower in its reasonable
judgment consistent with the information as or to be reported in Borrower's earnings releases and included or to be
included in Borrower's Securities and Exchange Commission filings, and excluding deferred revenue adjustments as
follows: Borrower may, from time to time, perform services under customized software arrangements. At times,
GAAP accounting may require Borrower to recognize expenses before recognizing proportional revenues for such
arrangements. If this occurs during the term of this Agreement, the actual EBITDA amount will be increased to the
extent of any cash paid in advance (deferred Revenue) to Borrower for such arrangements. (1) EBITDA. Borrower
shall maintain Revenue and EBITDA of not less than the amounts set forth below for the periods corresponding
thereto: Period EBITDA ------ ------ Fiscal Quarter ending June 30, 2001 ($10,100,000) Fiscal Quarter ending
September 30, 2001 ($9,000,000) Fiscal Quarter ending December 31, 2001 ($7,500,000) (2) Cash, Restricted Cash,
and Cash Equivalents. Commencing with the Fiscal Quarter ending March 30, 2002 and for each Fiscal Quarter
thereafter, in the event that Borrower fails to maintain positive EBITDA and fails to maintain cash, restricted cash,
cash equivalents, and Borrowing Availability of at least $5,000,000 at all times, there shall be an Event of Default
hereunder. 33 37 DISCLOSURE SCHEDULES AND EXHIBITS The Disclosure Schedules and Exhibits to the Loan
Agreement are omitted. The Company will provide these Disclosure Schedules and Exhibits upon request of the
Commission. 38 EXHIBIT 10.2 REVOLVING CREDIT NOTE $15,000,000 July 13, 2001 High Point, North
Carolina For value received, the receipt and sufficiency of which are hereby acknowledged, LENDINGTREE, INC., a
Delaware corporation ("Borrower"), hereby promises to pay to the order of GE CAPITAL COMMERCIAL
SERVICES, INC., a North Carolina corporation ("Lender"), $15,000,000 or such greater or lesser amount as shall be
advanced by Lender from time to time, together with interest on the unpaid balance of such amount from the date of
the initial Revolving Credit Advance. This Note is the Revolving Credit Note issued under the Loan and Security
Agreement between Borrower and Lender of even date herewith (said agreement, as the same may be amended,
restated or supplemented from time to time, being herein called the "Agreement") to which a reference is made for a
statement of all of the terms and conditions of the Loan evidenced hereby. Capitalized terms not defined in this Note
shall have the respective meanings assigned to them in the Agreement. This Note is secured by the Agreement, the
other Loan Documents and the Collateral, and is entitled to the benefit of the rights and security provided thereby.
Interest on the outstanding principal balance under this Note is payable at the Index Rate, or, under the circumstances
contemplated by the Agreement, at the Default Rate, in immediately available United States Dollars at the time and in
the manner specified in the Agreement. The outstanding principal and interest under this Note shall be immediately
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due and payable on the Commitment Termination Date. Payments received by Lender shall be applied against
principal and interest as provided for in the Agreement. Borrower acknowledges that (a) Lender is authorized under
the Agreement to charge to the Revolving Credit Loan unpaid Obligations of Borrower to Lender, (b) the principal
amount of the Revolving Credit Loan will be increased by such amounts, and (c) the principal, as so increased, will
bear interest as provided for herein and in the Agreement. To the fullest extent permitted by applicable law, Borrower
waives: (a) presentment, demand and protest, and notice of presentment, dishonor, intent to accelerate, acceleration,
protest, default, nonpayment, maturity, release, compromise, settlement, extension or renewal of any or all of the
Obligations, the Loan Documents or this Note; (b) all rights to notice and a hearing prior to Lender's taking possession
or control of, or to Lender's replevy, attachment or levy upon, the Collateral or any bond or security that might be
required by any court prior to allowing Lender to exercise any of its remedies; and (c) the benefit of all valuation,
appraisal and exemption laws. Borrower acknowledges that this Note is executed as part of a commercial transaction
and that the proceeds of this Note will not be used for any personal or consumer purpose. Upon the occurrence of any
one or more of the Events of Default specified in the Agreement, all amounts then remaining unpaid on this Note shall
become, or may be declared to be, immediately due and payable, all as provided therein. Borrower agrees to pay to
Lender all Fees and expenses described in the Agreement. BORROWER ACKNOWLEDGES THAT BORROWER
HAS WAIVED THE RIGHT TO TRIAL BY JURY IN ANY ACTION OR PROCEEDING ON THIS NOTE. THIS
NOTE IS GOVERNED BY THE LAW OF THE STATE OF North Carolina. LENDINGTREE, INC. By:/s/ Keith B.
Hall Name: Keith B. Hall Title: Chief Financial Officer 39 EXHIBIT 99 FOR IMMEDIATE RELEASE Contacts:
Keith Hall Deborah Roth Brian Regan Senior Vice President Senior Director, Vice President of and CFO Corporate
Communications Finance (704) 944-8580 (704) 944-8571 (704) 944-8531 khall@lendingtree.com
droth@lendingtree.com bregan@lendingtree.com LENDINGTREE ANNOUNCES SECOND QUARTER 2001
FINANCIAL RESULTS, CONTINUES TO POST RECORD REVENUE AND IMPROVE EBITDA - Record second
quarter revenue of $15.8 million increases 29% versus previous quarter and 105% over the second quarter of 2000. -
EBITDA loss of $5.6 million, or $0.30 per share, is favorable to expectations by $0.03 per share, representing an
improvement of 23% versus the previous quarter and 70% favorable to the second quarter of 2000. - Value of loans
closed through the LendingTree exchange a record of $3 billion. - Total contribution margin per transmitted loan
request improves nearly 300% over the previous quarter. - Upward revision to 2001 EBITDA guidance.
CHARLOTTE, N.C., JULY 23, 2001 -- LendingTree, Inc. (NASDAQ: TREE), the leading lending exchange and
technology provider, today announced financial results for its second quarter ended June 30, 2001. During the second
quarter, LendingTree posted record revenue of $15.8 million, which is $3.6 million, or 29%, greater than the previous
record set in the first quarter and more than double the revenue of the same quarter in 2000. The company posted a
cash operating loss (EBITDA) of $5.6 million, or $0.30 per share, which is favorable to expectations by $0.03 per
share. The EBITDA loss for the second quarter was 23% better than the first quarter EBITDA loss of $7.2 million and
70% favorable to the EBITDA loss for the second quarter of last year. Doug Lebda, founder and CEO stated, "Our
financial results continue to demonstrate LendingTree's leadership position in online lending. During the second
quarter, LendingTree continued the trend of achieving our top line growth goals while exceeding bottom line
expectations. We remain on track toward our objective of achieving sustainable profitable growth and a positive
EBITDA during the first quarter of 2002." Lebda continued, "During the second quarter, we facilitated a record $3
billion in closed loans through the LendingTree exchange. All of the loan products offered on our exchange
contributed to this growth. At the same time, the continued adoption of our Lend-X(sm) technology by industry
leaders resulted in record Lend-X(sm) technology revenue of $1.9 million this quarter. Year-to-date, we have signed
seventeen new contracts for the Lend-X(sm) technology platform and its new Automated Decision Engine
component." 40 Keith Hall, senior vice president and CFO of LendingTree stated, "Our second quarter results
demonstrate the financial scalability of our business model. While revenue grew 29% over the previous quarter, our
cash operating expenses rose approximately 10%, resulting in a higher margin. Consequently, our contribution margin
per transmitted loan request increased nearly 300% over the first quarter, from $2.99 to $11.79 per transmit." Hall
added, "LendingTree has now recognized more than $28 million of revenue in the first half of 2001, nearly the same
amount earned during the entire calendar year of 2000. Additionally, our EBITDA loss of $12.8 million for the first
half of 2001 represents an improvement of 65% over the same period last year." LendingTree's net loss to common
shareholders for the second quarter 2001 was $12.4 million, or $0.66 per share. The difference between EBITDA and
the net loss was due to non-cash charges related to compensation, dividends and accretion on preferred stock, the
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write-down of an investment, and depreciation. LendingTree also announced that it had $14.0 million in cash at the
end of the quarter and had not utilized any of the credit or equity lines, totaling approximately $40 million, it had
previously arranged. 2001 BUSINESS OUTLOOK The Company has provided below revised guidance for the
balance of 2001, which includes a reduction in the full year EBITDA loss from $24.6 million to $23.0 million. The
following information has been revised from previous guidance and is based on current expectations. These
statements are forward-looking, and actual results may differ materially. These statements do not reflect the potential
impact of events that may occur after the date of this release. (all figures in millions, except % and transmit data) Q1
Q2 METRIC ACTUALS ACTUALS Q3 Q4 FULL YEAR ------ ------- ------- -- -- --------- P & L Data: ----------
Revenue Exchange $ 11.3 $ 13.9 $ 14.3 $ 13.7 $ 53.2 Lend-X Technology $ 1.0 $ 1.9 $ 2.0 $ 2.3 $ 7.2 ---------
--------- --------- --------- ----------- Total Revenue $ 12.3 $ 15.8 $ 16.3 $ 16.0 $ 60.4 Gross Margin $ $ 8.8 $ 12.2 $ 12.3
$ 12.0 $ 45.3 Gross Margin % 71.6% 77.3% 75.5% 75.0% 75.0% Cash Operating Expense $ 16.0 $ 17.8 $ 17.6 $ 16.9
$ 68.3 --------- --------- --------- --------- ----------- EBITDA $ (7.2) $ (5.6) $ (5.3) $ (4.9) $ (23.0) 41 Q1 Q2 METRIC
ACTUALS ACTUALS Q3 Q4 FULL YEAR ------ ------- ------- -- -- --------- Volume Transmitted Loan Requests 344
313 328 303 1,288 (000's) Variable Marketing Exp. $ 7.2 $ 6.9 $ 8.4 $ 7.9 $ 30.4 Revenue Per Transmit $ 30.80 $
40.30 $ 39.30 $ 40.66 $ 37.59 Variable Marketing Exp. Per Transmit $ 20.98 $ 22.00 $ 25.59 $ 25.98 $ 23.58 ---------
--------- --------- --------- ----------- Variable Marketing Contribution $ 9.82 $ 18.30 $ 13.71 $ 14.68 $ 14.01 Per
Transmit Total Contribution Margin Per $ 2.99 $ 11.79 $ 7.31 $ 8.40 $ 7.44 Transmit The above statements contained
in this Outlook are forward-looking statements that involve a number of risks and uncertainties. In addition to factors
discussed above, among other factors that could cause actual results to differ materially are the following: business
and economic conditions and changes in interest rates; changes in consumer borrowing patterns; and other risk factors
listed from time to time in the company's SEC reports, including but not limited to the report on Form 10-Q for the
quarter ended March 31, 2001. CONFERENCE CALL INFORMATION: LendingTree has scheduled a conference
call to discuss the company's financial results for the second quarter of 2001 on Tuesday, July 24th at 9:30 a.m. EST.
To listen to the conference call, please dial 212-676-5188. A replay of the call will be available starting one hour after
the completion of the call until 5:00 p.m. EST, July 29, 2001. The dial-in number for the replay will be 800-633-8284,
Reservation # 19170111. The conference call will also be available via Webcast at LendingTree.com. ABOUT
LENDINGTREE, INC. LendingTree (NASDAQ: TREE) is the Internet-based loan marketplace for consumers and
lenders. LendingTree collects consumer credit requests and compares those requests and related credit information to
the underwriting criteria of the more than 100 participating lenders in the LendingTree marketplace. Qualified
consumers may receive multiple offers in response to a single loan request within hours and then compare, review,
and accept the loan offer that best suits their needs. Lenders can generate new business that meets their specific
underwriting criteria at reduced acquisition costs. The LendingTree marketplace encompasses most consumer credit
categories, including mortgages, home equity loans, automobile loans, credit cards, and personal loans. For more
information, or for a full listing of the more than 100 banks and lenders in the LendingTree marketplace please go to
www.lendingtree.com or call 704-541-5351. ABOUT LEND-X(SM) Lend-X(sm) is LendingTree's online loan
exchange technology that enables companies to quickly and easily embed a customized private label or co-branded
loan marketplace into their site in a variety of different business models. Lend-X(sm) technology provides a fast,
adaptable and reliable online lending solution for 42 lenders and non-lenders alike with valuable access to
LendingTree's online lending exchange of more than 100 banks and lenders. In conjunction with LendingTree's
services, Lend-X can be used to provide access to loans for consumers of lenders and non-lenders alike. Lend-X(sm)
clients include: Freddie Mac, S1 Corporation, priceline.com, America's MoneyLine (AML), EDS's Wendover, Home
Account, MSN Money Central, Wachovia, Fleet Bank, Citizens Bank, and Affinity Plus Federal Credit Union. This
press release contains forward-looking statements within the meaning of the "Safe Harbor" provisions of the Private
Securities Litigation Reform Act of 1995. Forward-looking statements include statements regarding: projected future
revenues; optimism about the results of certain strategic and consumer initiatives; product and technological
implementations; and projected expenditures and growth. These statements are based on management's current
expectations or beliefs and are subject to a number of risks and uncertainties that could cause actual results to differ
materially from those set forth in the forward looking statements. The Company's actual results might differ materially
from those stated or implied by such forward-looking statements due to risks and uncertainties associated with the
Company's business, which include, but are not limited to: variations in consumer demand or acceptance; the
willingness of lending institutions to offer their products over the Internet; further changes in the Company's
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relationships with existing lenders, companies, and/or strategic partners; the Company's ability to attract and integrate
new lending companies and strategic partners; implementation of competing Internet strategies by existing and
potential lending participants; implementation and acceptance of new product or service offerings, consumer lending
industry regulation; competition in all aspects of the Company's business; fluctuations in operating results; or other
unforeseen factors. The forward-looking statements should be considered in the context of these and other risk factors
disclosed in the Company's filings with the Securities and Exchange Commission. # # # 43 LENDINGTREE, INC.
OPERATING STATISTICS FOR THE QUARTER ENDED JUNE 30, 2001 LENDINGTREE.COM AND LEND-X
NETWORK ---------------------------------------------------------------------- MORTGAGE HOME EQUITY AUTO
CREDIT CARD PERSONAL TOTAL ---------------------------------------------------------------------- VOLUME
------------------------------------ Loan Requests Transmitted: Number 116,815 48,455 53,659 76,415 17,796 313,140
Volume of Loan Requests (in $ millions) $ 17,880 $ 1,978 $ 879 $ 382 $ 169 $ 21,288 Loans Closed in Q2 2001
Number 9,123 13,541 6,123 45,157 [1] 2,232 76,176 Volume of Loans Funded (in $ millions) $ 1,899 $ 718 $ 117 $
226 [1] $ 24 $ 2,984 CONVERSION RATES ------------------------------------ Transmit Rate 48.8% 74.8% 48.2%
95.8% 25.2% 48.0% Static Pool Close Rate (Quarterly Average)[2] 5.7% 24.8% 14.8% 6.9% [3] 20.7% 10.7%
REVENUE (IN $000'S) ------------------------------------ Network Revenue $ 5,732 $ 4,426 $ 691 $ 1,084 [1] $ 242 $
13,910 [4] Lend-X Technology Revenue 1,899 ---------------------------------------------------------------------- Total
Revenue $ 5,732 $ 4,426 $ 691 $ 1,084 $ 242 $ 15,809 Average Network Revenue per Transmit $ 49.07 $ 91.35 $
12.87 $ 14.18 $ 13.58 $ 40.30 OTHER DATA ------------------------------------ Number of Lenders 95 67 17 15 11 134
[5] Number of Employees 226 [1] Includes credit card cross-sell activity. [2] The static pool close rate incorporates
the average time lag between the submission of a loan request (a "QF") and the closure of a loan. It represents the
closure rate of approved QFs from a static pool of requests submitted in the most recent month with a complete
closure cycle. A static pool is considered to have a complete closure cycle after 120 days from the month in which a
mortgage QF was submitted, 90 days after a home equity QF was submitted, 60 days after an auto or personal QF was
submitted, and less than 30 days after a credit card QF was submitted. [3] The close rate for credit cards represents the
percentage of cards transmitted via the Network that resulted in card issuances in the second quarter (excluding credit
card cross-sell activity). [4] Total Network Revenue does not add across as the total includes Set-Up Fees, Adaptive
Marketing Fees and Realty Services Revenue. [5] Number of Lenders do not add across because a lender can offer
multiple loan products. The total lender number is the discrete number of LendingTree Network participants. 44
LENDINGTREE, INC. OPERATING STATISTICS BY MARKETING CHANNEL FOR THE QUARTER ENDED
JUNE 30, 2001 ---------------------------------------------------------------- LT.COM LEND-X/B2B AFFILIATES
CROSS-SELL/OTHER TOTAL ---------------------------------------------------------------- REVENUE (IN $000'S)
------------------------------------------- Network Revenue $ 9,524 $1,866 $ 1,502 $1,018 [1] $ 13,910 Lend-X
Technology Revenue 0 1,899 0 0 $ 1,899 -------- ------ ------- ------ -------- Total Revenue $ 9,524 $3,765 $ 1,502
$1,018 $ 15,809 MARKETING & ADVERTISING ------------------------------------------- Variable Marketing &
Advertising Costs (in $000s) [2] $ 5,629 $ 447 [3] $ 812 $ 0 $ 6,888 VOLUME -------------------------------------------
Loan Requests Transmitted 201,092 47,472 [3] 64,576 0 313,140 AVERAGE PER TRANSMIT
------------------------------------------- Average Network Revenue per Transmit $ 47.36 $12.08 [3] $ 23.26 $ 3.25 $
40.30 Variable Marketing & Advertising Cost per Transmit $ 27.99 $ 9.43 $ 12.58 $ 0.00 $ 22.00
------------------------------------------------------------------- Variable Marketing Contribution Margin per Transmit $
19.37 $ 2.65 $ 10.68 $ 3.25 $ 18.30 [1] Includes Credit Card Cross-sell Fees, Set-up Fees, and Adaptive Marketing
Fees. [2] Variable Marketing & Advertising includes working media advertising, affiliate network costs and Lend-X
network costs. [3] Variable marketing costs, loan requests transmitted and average network revenue per transmit
excludes Lend-X revenue derived from Affinity Partners. 45 LENDINGTREE, INC. STATEMENTS OF
OPERATIONS (UNAUDITED) FOR THE THREE MONTHS FOR THE SIX MONTHS ENDED JUNE 30,
ENDED JUNE 30, 2000 2001 2000 2001 -------- -------- -------- -------- (in thousands, (in thousands, except per share
data) except per share data) Revenue: Network $ 7,302 $ 13,910 $ 11,675 $ 25,154 Lend-X technology 397 1,899 507
2,911 -------- -------- -------- -------- Total revenue 7,699 15,809 12,182 28,065 -------- -------- -------- -------- Cost of
revenue: Network 1,914 3,245 3,455 6,281 Lend-X technology 153 348 275 798 -------- -------- -------- -------- Total
cost of revenue 2,067 3,593 3,730 7,079 Gross profit: Network 5,388 10,665 8,220 18,873 Lend-X technology 244
1,551 232 2,113 -------- -------- -------- -------- Total gross profit 5,632 12,216 8,452 20,986 Operating expenses:
Product development 1,049 1,164 1,564 2,249 Marketing and advertising 18,734 10,600 33,620 19,474 Sales, general
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and administrative 5,513 11,472 10,699 20,565 -------- -------- -------- -------- Total operating expenses 25,296 23,236
45,883 42,288 -------- -------- -------- -------- Loss from operations (19,664) (11,020) (37,431) (21,302) Loss on
impaired investments -- (350) -- (350) Interest income 885 188 1,422 346 Interest expense and other financing charges
(17) (85) (17) (128) -------- -------- -------- -------- Net loss (18,796) (11,267) (36,026) (21,434) -------- -------- --------
-------- Accretion of mandatorily redeemable preferred stock -- (188) -- (206) Dividends on convertible preferred stock
-- (906) (2,461) (961) -------- -------- -------- -------- Net loss attributable to common shareholders $(18,796) $(12,361)
$(38,487) $(22,601) ======== ======== ======== ======== Net loss per common share - basic and diluted $
(1.04) $ (0.66) $ (2.79) $ (1.17) ======== ======== ======== ======== Weighted average shares used in basic
and diluted net loss per common share calculation 18,023 18,765 13,774 19,299 ======== ======== ========
======== Other Information: Certain non-cash charges: Depreciation and amortization 265 1,964 297 3,894
Non-cash compensation charges 550 3,494 1,043 4,625 Operating loss before depreciation, amortization and non-cash
compensation charges (18,849) (5,562) (36,091) (12,783)
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